SENATE FI NANCE COWM TTEE
March 25, 2015
9:04 a. m

9:04:49 AM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 9:04 a.m

VEMBERS PRESENT

Senat or Anna MacKi nnon, Co- Chair
Senat or Peter M cciche, Vice-Chair
Senator Cick Bishop

Senat or M ke Dunl eavy

Senat or Lyman Hof f man

Senat or Donny O son

VEMBERS ABSENT

Senat or Pete Kelly, Co-Chair

ALSO PRESENT

Anna Kim Tax Division, Departnent of Revenue; GCenevieve
Wjtusik, Staff, Senator Lesil MQire; N cole Nelson,
Director, Al aska Legal Services; Marie Darlin, Coordinator,
American Association of Retired Persons, Juneau; Chris
Mai sch, Director, Dyvision of Forestry, Departnent of
Nat ural Resources; Ron Arvin, Menber, Matanuska-Susitna
Bor ough Assenbl y.

PRESENT VI A TELECONFERENCE

Brandon S. Spanos, Deputy Director, Tax Di vi si on,
Department of Revenue; Linda Towarak, Native Village of
Unal akl eet, Unal akl eet ; Monina WIlis, Al aska Legal
Servi ces, Anchorage; Melba Biggs, Self, Anchorage; Erin
McLar non, Executive Director, Wor ki ng  Forest G oup,
Anchor age; James Mackovjak, Self, CGustavus; Steve G bson,
Sel f, Hormer.

SUMVARY

SB 33 FEES FOR TI RES



SB 33 was HEARD and HELD in conmittee for further
consi derati on.

SB 49 ClVIL LEGAL SERVI CES FUND

SB 49 was HEARD and HELD in conmmittee for further
consi derati on.

SB 32 TI MBER SALES

SB 32 was HEARD and HELD in commttee for further
consi derati on.

Co- Chai r MacKi nnon di scussed t he agenda.

#sb33
SENATE BI LL NO. 33

"An Act relating to remttance of tire fees; and
providing for an effective date."

9: 05: 36 AM

ANNA KIM TAX DI VI SI ON, DEPARTMENT OF REVENUE, discussed SB
33. She explained that the bill changed the due date of the
tire fee return and paynent from 30 days (follow ng the
cal endar quarter) to the last day of the cal endar quarter
in which the tires were sold or studs were installed. The
rationale for the bill was to mtigate taxpayer confusion
that was a result of quarterly tax due-dates that fell
prior to the last day of the nonth, and had resulted in
| ate fees and penalties.

Ms. Kim went over the legislation, explaining that Section
1 changed the due date of the tire fees. Currently for the
nmont hs of July, October and January the fees were due on
the 30th of the nonth; the bill would set the due date on
the last day of each nonth. She explained that Section 2
aligned the paynent dates used to determine the tinmely pay
credit (conpensation to taxpayers for tinely collection and
remttance) with the new dates in Section 1. She specified
that the tinely pay credit was equal to 5 percent of
coll ected taxes, not to exceed $900 per quarter. Section 3
applied to the due date, which would be changed to the
first calendar quarter after the effective date of the act.
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Section 4 indicated that the act wuld take effect
i mredi ately.

9:08:10 AM

Ms. Kim stated that the attached fiscal note was zero, and
furthered that there were no new positions proposed. She
clarified that there wuld be an approxinmte $5, 000
reduction from a change in revenue due to an estinmated
$2,500 increase in the tinely pay credit and an estinmated
$2,500 less in penalties collected.

Vice-Chair Mcciche noted that he had a constituent that
commented on the bill, and asked Ms. Kimto verify if there
was an increase in the per-tire fee associated with the
| egi slation. Ms. Kimresponded in the negative.

Co- Chair MacKi nnon asked if the bill addressed a quarterly
fee. Ms. Kimanswered in the affirmative.

Co- Chair MacKi nnon observed that the state was collecting
about $1.3 million in tire fees, and that the penalties and
i nterest had gone down over tinme. Ms. Kim agreed.

Co- Chair MacKinnon wondered if the admnistration stil
believed there was a reason sonme taxpayers were not aware
of the current fee tinmetable. M. Kim discussed education
and outreach with taxpayers that resulted in a reduction in
penalties and interest over tinme. She thought the
legislation was a sinple admnistrative change to bring
nore efficiency to the system

Co-Chair MacKinnon shared that in 2012 the penalties in
interest for the tire fee was $20,026, in 2013 it was
$18,435, in 2014 it was $3,477; and reflected a significant
drop in penalties to taxpayers. She commended the
adm ni stration for its work.

9:10: 42 AM

Co- Chair MacKi nnon asked for clarification as to what woul d
happen if the last day of the nonth fell on a Saturday or
Sunday.

BRANDON S SPANGS, DEPUTY DI RECTOR, TAX DI VI SI ON,

DEPARTMENT OF REVENUE (via teleconference), cited Title
43.05, which allowed for the paynent due date to be
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extended to the next business day if it fell on a weekend
or holiday. He added that the significantly |ower penalty
and interest fees from 2014 had been due to the departnent
tax auditors being conpletely engaged in developing a new
revenue nmanagenent system and having no tinme to conplete
audi ts.

Co- Chair MacKi nnon wondered if the bill was necessary. M.
Spanos explained that there was still an occasiona
t axpayer that expressed confusion with the current due
dates. He expressed the need for alignment wth other
guarterly tax filings.

9:12:48 AM

Senat or Hof f man asked about the justification for the tire
fee, and wondered if other states enployed the sane fees

M. Spanos was not aware of the fees other states enpl oyed.
He explained that the tire fee (for studded tires
specifically) was created to assist in revenue for the
deterioration of roads. He added that the fee for studded
tires was twice that of regular tires.

Senator Hoffrman asked if there was a differentiation
between the fees of studded and regular tires. M. Spanos
expl ained that the $2.50 new tire fee applied to all new
tires sold, with an additional $5 fee for studded tires.

Senat or Hof fman comrented that the nost significant damage
to roads in Alaska was due to studded tires, and the
expense ran into the tens and possibly hundreds of mllions
of dollars. He wondered how tire fees in Al aska conpared to
other states. M. Spanos agreed to get back to the
commttee with the information.

Ms. Kim interjected that the classification of studded
tires in the current statute was defined by "heavy studs”
that weighed 1.1 grams or nore. She concurred that the
departnment would provide information about how Al aska
conpared to other states.

Vi ce-Chair M cciche asked what year Al aska started
collecting tire fees. M. Kim thought that the original
bill to collect the fees was passed in 2003.

9:16: 07 AM
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Co- Chai r MacKi nnon OPENED and CLOSED public testinony.

SB 33 was HEARD and HELD in commttee for further
consi derati on.

#sb49
SENATE BI LL NO. 49

"An Act allowing appropriations to the civil |egal
services fund fromcourt filing fees."

9:17:21 AM

CENEVI EVE WOJTUSI K, STAFF, SENATOR LESIL MCGQUI RE, discussed
the intent of the legislation. She explained that the bill
was designed to help fund civil legal services for |ow
inconme Al askans, and provide a nmechanism for funding the
Al aska Legal Services Corporation (ALSC) by allow ng the
| egislature to appropriate up to 25 percent of filing fees
paid to the Alaska Court System during the previous fiscal
year. She recounted that the corporation was a non-profit
charitable 501(c)(3) established in 1966 to address civil
|l egal aid need of |owincone Al askans; and was funded from
a variety of state, federal, and private sources. She
specified that the bill had a zero fiscal note from the
court system

Co- Chair MacKinnon referred to an analysis on the fiscal
not e, and remarked that currently the court system
collected a little over $2 mllion, wth an annual
appropriation to the legal services fund of up to $550, 000.
Ms. Wojtusik reported that the court system had collected
$2.252 million the previous year, with up to a quarter of
that anount ($563,225) allowed to be appropriated to the
f und.

Co- Chair MacKi nnon asked if the |legislature already had the
ability to appropriate the funds. M. Wjtusik responded
that | egislature currently gave noney through the operating
budget, but did not actually designate funds every year,
which the bill would allow for.

9:19:36 AM

Vice-Chair Mcciche clarified that SB 49 did not require an
appropriation, but rather allowed the legislature to
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appropriate up to 25 percent of the filing fees. M.
Wbj t usi k concurr ed.

Vice-Chair Mcciche suggested that when the state was not
in a conprom sed budget environnment that it currently was,
it could appropriate funds to the |egal services fund.

Vice-Chair Mcciche expressed concern that the funds were
used to fund abortions.

NIl COLE NELSON, DI RECTOR, ALASKA LEGAL SERVI CES, stated that
federal law prohibited any funds comng through the
organi zation to be used to fund abortion-related litigation
or other controversial areas such as clients who were
undocurnent ed or incarcerat ed.

9:21:49 AM

Senator Dunleavy asked for a description of the services
provided by ALSC. Ms. Nelson related that ALSC was a non-
profit law firm that provided free legal aid to |owincone
Al askans statewide. She added that the firm had been
operating for 45 years through 11 offices located in urban
and rural conmunities; striving to serve clients wth

critical wunnet civil Ilegal needs. M. Nelson described
typi cal scenarios under which individuals mght access ALSC
servi ces: donmestic abuse/child custody issues; child
guar di anshi p rights for gr andpar ent s; and veteran's

benefits disputes. She furthered that in crimnal cases
individuals were guaranteed a court-appointed attorney;
whereas in the civil realmthere was no such guarantee. She
specified that ALSC served about 2,500 people each year,
whi ch ended up directly inpacted about 6,000 famli es.

Senat or Dunl eavy asked how the bill would benefit ALSC M.
Nel son explained that currently the organization was forced
to turn away half of the individuals seeking |egal help

The legislation would help with the unnet |egal needs of
those who were turned away due to |ack of resources. She
di scussed the <cost efficiency of the organization and
cormented that 80 percent of cases were resolved wthout
having to go to court, with the average case costing $600.
She pointed out that the attorneys were paid well below
market rate, and first year attorney was paid about $42, 000
a year. She nentioned |everaging funds through donated
of fi ce space and vol unt eers.
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9:25:32 AM

Senat or Bi shop asked how nmany attorneys were on staff. M.
Nel son stated that there were approximately 25 attorneys
statewide, as well as a |large network of pro bono attorneys
who volunteered their tine.

Co-Chair MacKinnon asked if there was a reason not to
change the requirenent to require volunteer service as part
of licensing renewal for attorneys. MVs. Nel son was
uncertain if she knew how to answer the question, and
advised that the Al aska Bar Association was in charge of
licensing requirenment. She added that attorneys were asked
by the association to volunteer 50 hours per year, and
there were nany attorneys who were very generous with their
tine.

9:26: 37 AM

Co- Chai r MacKi nnon OPENED public testinony.

Senator O son asked if ALSC only dealt wth civi
litigation rather than crimnal cases. M. Nelson answered
in the affirmative.

Senator (O son asked if ALSC dealt wth nediation and
arbitration. Ms. Nelson reported that ALSC would help with
medi ation and arbitration if it was appropriate.

9:27: 06 AM

MARI E DARLI N, COORDI NATOR, AMERI CAN ASSOCI ATI ON OF RETI RED
PERSONS ( AARP), JUNEAU, spoke in support of t he
| egi sl ation. She thought the legislation provided a nore
stabl e funding nmechanism for ALSC, which was an inportant
part of the services needed by seniors who would not
ot herwi se have access to |legal support. She stated that
wi t hout such access, |owincone seniors were vulnerable to
many things that could affect their lives, and were subject
to all kinds of wunfair or exploitative practices. She
referred to an increasing senior population, and stated
that AARP fully supported the bill.

9:29: 26 AM

LI NDA TOMRAK, NATIVE VILLAGE OF UNALAKLEET, UNALAKLEET
(via teleconference), spoke in support of the bill. She

Senat e Fi nance Comm ttee 7 03/25/15 9:04 A M



di scussed wuse of ALSC services by Unal akleet seniors;
recounting that 11 community el ders had recei ved assistance
with wills. She specified that 6 of the 11 individuals who
received assistance were mlitary veterans, and 4 were
wi dows of veterans. She expressed appreciation for the work
of ALSC.

9:31: 34 AM

MONI NA W LLIS, ANCHORAGE (via teleconference), spoke in
support of the legislation. She related past experience
utilizing the services of ALSC including assistance with a
donmestic violence protective order and a child custody
case. She enphasized the inpact that having access to free
| egal services had made upon her life and that of her
daught er.

9:33: 32 AM

MELBA BI GGS, SELF, ANCHORAGE (via tel econference), spoke in
support of the bill. She related that she had accessed
| egal services from ALSC during a child custody case. She
shared her personal financial details and enphasized the
i nportance of the free | egal assistance.

9:35: 06 AM

Co- Chair MacKi nnon CLOSED public testinony.

SB 49 was HEARD and HELD in commttee for further
consi derati on.

9:35:14 AM
AT EASE

9: 35: 43 AM
RECONVENED

#sb32
SENATE BI LL NO. 32

"An Act relating to the sale of tinber on state |and;
and providing for an effective date."

9:36: 10 AM
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CHRI'S MAI SCH, DI RECTOR, DI VI SION OF FORESTRY, DEPARTMENT OF
NATURAL RESOURCES (DNR), discussed the legislation, which
proposed to nmake changes to tinber sale authorities in the
Di vision of Forestry.

M. Maisch spoke to a docunent entitled "Briefing Paper: SB
32 CS(RES), Negotiated Tinber Sales" (copy on file.) He
reviewed the state tinber sale types on page 2:

Conpetitive sales (AS 38.05.120)
* No volune imt wthin allowabl e cut
* No duration limt
* Requires best interest finding, advertisenent,
and public notice
 Price determned by auction, but not |ess than
base price

 This is the standard sale type. Use of
negotiated sales is |limted to the specific
conditions |isted bel ow

Smal | negoti ated sal es (AS 38. 05. 115)

e Less than or 500thousand board feet (This is
roughly equivalent to 20 acres in SE, 125 acres
in SC and 80 acres in the Interior)

* Less than or

e 1 year in duration.

* No nore than one per purchaser each year.

* No best interest finding, adverti senment, or
public notice required.

* Price determined by fair market value appraisal
and base price (11 AAC 71.092).

Negotiated sales for value added product (AS
38. 05.123)
* Up tol0 mllion board feet per year (100 mllion
board feet total over 10 years).
* Up to 10 years.
* Requires best interest finding and public notice.
* Restricted to wuse for |local manufacture that
i ncludes “high value-added” wood products. By
statute, wood chips are defined as a *“value-
added” product rather than a “high val ue-added”
product. Therefore, sales to supply a chip
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operation would not qualify for this type of
sal e.

e (Operators nust submt a business plan/operating
plan for their processing facilities prior to
negotiating a .123 sale. Processing facilities
must be operational prior to harvesting tinber
sold under this authority.

* Requires best interest finding and public notice.

e State typically wuses RFP process to select
Wi nning proposal, especially where there is
conpetitive interest in state resources.

Negoti ated sales for areas with high unenploynment (AS
38.05.118)

* No volume limt.

e Up to 25 years with reappraisal every five years.

e Limted to areas wth wunenploynent > 135% of
st at ewi de aver age.

e This sale type does not apply in the Mat-Su
Borough or Fairbanks North Star Borough because
their unenploynent rates are close to the
st at ewi de average).

* Area nmust have underutilized manuf act uri ng
capacity.

e Mist have underutilized allowable cut or salvage
timber.

* Requires best interest finding and public notice.

* Price determined by fair market value appraisal
and base price (11 AAC 71.092).

Per sonal use sal es (AS 38. 05. 850)
* Not for commercial use.
* No best interest finding, adverti senent, or
public notice required.
e Up tol0 thousand board feet per purchaser per
year .

 Price determined by fair market value appraisal
and base price (11 AAC 71.092).

M. Misch qualified that conpetitive authority was used
nmost frequently and conprised about 90 percent of tinber
sales. The sales required conpetitive bidding with outcry
or sealed bids, and when there was conpetitive interest it
gained the best price. He continued that all of the other
nmet hods were forns of negotiated sal es.
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M. Misch discussed negotiated sales for val ue-added

product s, desi gned to encour age hi gh val ue- added
manufacturing. He pointed out the exanple of the wood-
pellet mll in Fairbanks, with which DNR was in the process

of doing two 5-year sales. He added that the definition of
"“hi gh val ue wood products” was covered both in statute and
in regulation, and could be updated with the advent of new
t echnol ogy and products.

9:39:10 AM

M. Maisch discussed the authority in AS 38.05.118, which
allowed for negotiation of sales for up to 25 years in
length. He noted that three criteria that the bill proposed
to strike fromthe current |law were found in subsection C
and had to do wth specific itens that had to be in place
to use the authority: a high level of unenploynent in the
area of the sale; an excess allowable cut in the state
forest or geographic area of the tinber sale; and excess
manuf acturing capacity at the mll that would negotiate the
sale. He explained that it was currently difficult to use
the authority statewide. In Fairbanks, Kenai, and Mat- Su,
the high level of unenploynent criteria was not net.

M. Misch discussed the log export and manufacturing
conponents of the industry, explaining the state's policy
of leveraging tinber sales to support jobs in comunities.
He related that the state was currently alnost at the limt
for the allowable tinber cutting in southern Southeast
Al aska, which was the original target area of the bill.
Wen the |limt was reached (in approxinmately two years)
only the conpetitive authority would allow for tinber
sales. He furthered that the round |og segnent of the
tinmber industry could outbid the domestic part of the
i ndustry, which would put the state at a disadvantage in
supporting comunities and nmanufacturing in the area.

M. Maisch discussed Section 1 and Section 2 of the bill
reading fromthe sectional analysis:

Section 1 — New Subsection

Amends AS 38.05.110 to clarify that the comm ssioner
determ nes which of the applicable sale nethods is the
nmost appropriate authority to use for each tinber
sal e.
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Section 2 — Arendnent to (a).

Amends AS 38.05.118 to clarify that negotiated tinber
sales under this section do not have to conply wth
the restrictions on negotiated sales in AS 38.05.115
and the tinber sale procedures for conpetitive sales
in AS 38.05.120, but they do have to conply with the
requi renents for Forest Land Use Plans (AS 38.05.112)
and Fi ve-year Schedul es of Ti mber Sal es (AS
38.05.113). This exenpts sales under .118 fromlimts
on size and duration up to 25 years, but ensures that
| arge negotiated sales are developed wth adequate
notice to the industry and general public, and
necessary site-specific design. This section also
clarifies that DNR may negotiate sales to wood fiber
users, including biomass energy producers, in addition
to wood product manufacturers.

M. Misch clarified that under state law, there nust be a
best interest finding to allow public process for tinber
sales, including a civil process followng any appeals.
Section 2 of the bill also added wood fiber wusers to
al l omabl e sales, specifically to address the needs of the
bi omass industry in the state, particularly in the Interior
where several schools wused wood chips for heating.
Additionally, there was a pellet mll in Fairbanks and
conpressed fuel |ogs being nade in several locations in the
st at e.

9:43: 03 AM

M. Maisch stated that there was significant support for
the legislation, and referred to letters from Southeast
Conference, the Alaska Forest Association, the Resource
Devel opnent Council, and the Board of Forestry.

Senator Dunleavy related that he had discussed tinber sale
contract duration with individuals who were logging in the
Interior. He wondered if the short contract duration had
prevented |oggers from lending and capitalizing (borrow ng
capital for needed equipnent) for the project, or if there
were other such issues related to contract Ilength. M.
Mai sch expressed that the situation would depend upon the
sale authority being used; all DNR tinber sale authorities
(especially conpetitive sales under AS 38.05.120) could be
any length of tinme, and were typically three and five years
in length. He explained that when an entity was nmaking a
fairly large investnent in manufacturing, 15 to 20 years
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was needed to fully anortize the investnent. He furthered
that such considerations were the rationale for the
differing sale authorities; and through the best interest
finding process the departnent would select the nost
appropriate nmethod. He added that typically DNR would
default toward the conpetitive process, so as to not be in
the position of selecting the proposer to negotiate wth.
He thought that in cases |ike Southeast Al aska, where DNR
was trying to encourage manufacturing, the conpetitive
process was the appropriate authority to use.

9:45: 05 AM

Senator Bishop asked what the typical tineline was for
negotiating a tinber sale. M. Misch estimated 12 to 16
months was a typical tine frane for a tinber sale on |onger
term project. He conveyed that there was a specific set of
steps required; including prelimnary and final best
interest findings, as well as a forest |and use plan to be
conpleted after the decision was nmade to nmake the sale. The
| and use plan would contain site-specific details and could
be appealed by comenters. He nentioned the recently
concluded sale process with the pellet mll in Fairbanks,
and estimated that it had taken approximately one year. He
furthered that the project had been fairly anbitious, had
two 5-year back to back tinber sales under the val ue added
timber authority, and there had been conpetitive interest
in the area to work through.

Senator Hoffrman asked if there were any tinber sales on the
Kuskokwi m River on state land. M. Miisch related that
there had been biomass interest from rural conmunities -
both chipping and round-wood operations which fueled
boilers in rural areas. He continued that there had been
tinmber sales on state land on the Kuskokwim River in the
past, and the departnent continued to respond to requests
for tinber in that part of the state.

Senator Hoffman asked if the legislation would affect any
of the sales in the area. M. Miisch stated that the
| egi slation would not negatively affect the ability of DNR
to offer sales in the area. He thought it was likely that
the departnent would use the conpetitive sales authority,
but it would examne the circunstances to nmake the best
decision within the prelimnary best interest process. He
added that such decisions were nade by the comm ssioner and
del egated to the state forester
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9:48: 10 AM

Co-Chair MucKinnon clarified that the "meat" of the bill
was on page 2, line 1 - repealing AS 38.05. 118c:

(c) A sale of tinber may not be negotiated by the
conmi ssioner under this section except on a finding
that, within an area proximate to the business site
that the manufacturer my econonmically serve, there
exists, or wll exist wwthin tw years,

M. Misch concurred that the section Co-Chair McKinnon
referred to was where nost of the change occurred, and the
rest of the bill was clarification |anguage.

Co- Chair MacKi nnon remarked that the appeal section of the
bill was where the conmttee should be focused. She
referred to current statutes (specifically AS 38.05.115) on
tinber sales and suggested there was an antiquated
reference to "board feet". She wondered if the |anguage
needed to be wupdated. M. Miisch concurred that the
| anguage referenced an ol der measurenent term "NMBM', which
stood for thousand-board neasure. He explained that the
term was interchangeable wth the current wod volune
nmeasurenent term nology of MF, which stood for thousand
board feet. He was not sure that the change was necessary,
and thought it would be inportant to exam ne whether the
term appeared in other areas in statute or regul ation.

9:50: 40 AM

RON  ARVI N, MEMBER, MATANUSKA- SUSI TNA  BOROUGH ASSEMBLY,
spoke in favor of the bill. He related that the assenbly
had taken up the subject in the form of a unaninous
resolution of support after robust discussion on the
matter. He shared that he was a fornmer |ogger from
Sout heast Al aska, and discussed the inportance  of
supporting the tinber industry. He spoke of the many
| oggi ng conpani es that were no | onger in business.

9:52: 04 AM

ERIN MCLARNON, EXECUTIVE DI RECTOR, WORKING FOREST GROUP,
ANCHORAGE (via teleconference), spoke in support of the
bill. She relayed that she was a nenber of the Board of
Forestry, and thought the legislation would enable DNR to
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better respond to the econom c and geographic realities of
the forest product industry. She discussed bionass energy,
and demand for state tinber. She thought the 25-year
negoti ated tinber sale provision was crucial for medium and
| arge bionass energy projects to get off the ground. She
mentioned the tinber sale nmethods available to DNR and
highlighted the inportance to the state and wood fiber
users.

9:53:18 AM

JAMVES MACKOVJAK, SELF, GUSTAVUS (via tel econference), spoke
in opposition to the bill. He expressed preference for the
val ue- added tinber sale authority and related that he |ived
in a house built alnpost conpletely of wood cut in the
Tongass National Forest. To build the house, he had
purchased wood from eight small sawmlls in the region. He
wondered who would benefit from the |legislation, and
guestioned that there was no discussion of building wood
processing facilities. He thought that |ong-term sales of
up to 25 years conveyed special rights to a public resource
to the exclusion of others. He was concerned that a
negoti ated 25-year sale would ignore the market, and price
redeterm nation by bureaucrats rather than the open market
was obj ectionable. He thought that |imting tinber sales to
5 years and selling through a bidding process was the only
way to ensure transparency and ensure the public received
fair value for the resource.

9:54: 57 AM
AT EASE

9:57:28 AM
RECONVENED

STEVE G BSON, SELF, HOVER (via teleconference), spoke in
opposition to the bill. He related that he had been in the
wood mlling business for the previous 35 years using
primarily state tinber. He clarified that he was not a
direct purchaser of the tinber, but his supplier was a
custoner of the state. He was alarned about the |ong
duration of a 25-year negotiated tinber sale, and expressed
concern that there could be deals with DNR that were overly
advantageous for sone manufacturers or | oggers. He
recogni zed that there was a great deal of infrastructure
required to solidify the supply line of tinber, but did not
consider that a 25-year contract would allow for enough
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private enterprise to bid on regularly. He thought the
extended contract length would set up a lunber utilization
structure that had not been productive in the past.

10: 00: 09 AM

Co- Chair MacKi nnon CLOSED public testinony.

Co- Chair MacKi nnon asked M. Misch to address the concerns
of the previous testifiers who spoke regarding the proposed
25-year contract length and fears of l|ack of transparency
in the process. M. Misch clarified that the bil
specified the contract would be up to 25 years, and they
would select length of tinme necessary to achieve the
objectives during the best interest findings process. He
reviewed the process; which would start with a prelimnary
best interest finding to include the proposed nethod of
sale, length of contract, and rationale. The prelimnary
finding would also inform the reasoning for the length of
the proposed sale, and would be open for inter-agency and
public conment. The departnent would consider the comrents
and incorporate any changes into the final best interest
finding, which would be the decision docunent to affirm or
deny a sale. Following the final decision, individuals had
adm nistrative appeal rights and finally the ability to
pursue a civil case when appeal rights were exhausted. He
referred back to the forest |and use plan, also open inter-
agency and public review and coment. He added that the
nost often discussed itemin such plans was road access.

M. Maisch addressed the testifier's concern regarding a
| arge negotiated sale and subsequent export of 1ogs. He
related that the statute specified a manufacturer (on-shore
donestic processor) and the authority could not be used for
a sale for round-log export. He furthered that the only way
to do a sale for export was through the conpetitive bid
process which woul d be an open narket conpetition.

10: 03: 03 AM

Senator Bishop thought that the bill was consistent wth
the governor's recent coments regarding getting val ue-
added for the state's resources. M. Misch concurred, and
remarked that the governor and the adm nistration wanted to
generate the maxi num anmount of jobs out of each tinber sale
in the state, and the bill was consistent w th encouraging
donmesti ¢ manuf act uri ng.
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Senator Bi shop spoke about preventative forestry practices
and thought the legislation mght aid DNR in neeting its
m ssion and increase fire safety around rural comunities.
M. Miisch reflected that there were increased bionmass
activities statew de, and used the exanple of the comunity
of Tok, which has been investing in the bionmass industry
for several years. He recounted that DNR had nade
significant progress in reducing dangerous fuels that were
close to communities, which in turn helped with mtigation
of wildland fires.

10: 05: 07 AM

Co- Chair MacKinnon asked if DNR already had the authority
to issue tinber sale contracts up to 25 years. M. Maisch
answered in the affirmative, and specified that there was
no tinme limt on the conpetitive sale statute.

SB 32 was HEARD and HELD in commttee for further
consi derati on.

10: 05: 32 AM

Co- Chair MacKi nnon rel ayed the afternoon agenda.

#
ADJ QURNVENT
10: 06: 40 AM

The neeting was adjourned at 10:06 a. m
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