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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number 1
2011 LEGISLATIVE SESSION Bill Version HB 105
(H) Publish Date
Identifier (file name) 1694-DNR-FMD-t-13-11 Dept. Affected _ Natural Resources
Title Land Additions to Southeast State Forest Appropriation __ Resource Development
Allocation Forest Management and Development
Sponsor Rules Committee
Requester Governor OMB Component Number 435
Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

Appropriation
Required Information

OPERATING EXPENDITURES FY 2012 FY 2012  FY 2013 FY 2014 FY 2015 FY 2016  FY 2017
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0 0.0

|CAPITAL EXPENDITURES

CHANGE IN
REVENUES

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other Interagency Receipts
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2011) cost
POSITIONS

Full-time
Part-time
Temporary

Why this fiscal note differs from previous version
not applicable, initial version

Prepared by Rick Rogers Phone 269-8473
Division Forestry Date/Time 1-10-11 3:30pm
Approved by  Daniel S. Sullivan Date 1/13/2011

Natural Resources
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FISCAL NOTE #1

STATE OF ALASKA BILL NO. HB 105
2011 LEGISLATIVE SESSION

Analysis

This bill adds 23,181 acres to the southeast State Forest in Southern Southeast Alaska by redsignating certain state-
owned parcels. A timber management plan would be developed to actively manage the parcels for higher timber
volumes per acre, shorter rotations, and less impact on wildlife. Designation of these parcels as State Forest lands
and the development of a timber management plan will allow for long-term management activities, including the
thinning of young second-growth timber stands, generally not considered appropriate for undesignated state lands.

Implementation of this bill will not require new positions or funding.

The bill will have no short-term impact to the revenue stream, but will provide for long-term increases in forest
productivity and subsequent increased timber revenues.

(Roissd 2008 Page 2 of 2



STATE CAPITOL 550 West 7th Avenue # 1700

PO Box | 1000 | Anchorage, Alaska 99501
Juneau. Alaska 9981 1-0001 907-269-7450
907-465-3500 fax: 907-269-7463
fax: 907-165-3532 tvnn.gov.alaska.gov
Governor Sean Parnel! Covernor@alaska.gov

STATE OF ALASKA
January 14, 2011

The Honorable Mike Chenault
Speaker of the House

Alaska State Legislature

State Capitol, Room 208
Juneau, AK 99801-1182

Dear Speaker Chenault,

Under the authority of Article 111, Section 18, of the Alaska Constitution, | am transmitting a bill
relating to the Southeast State Forest. The Southeast State Forest was established in June 2010,
under Chapter 112, SLA 2010, in an effort to ensure that State lands in Southeast Alaska that had
already been designated for commercial forestry management would be managed as an integrated
unit and according to a broader long-term and comprehensive forest management plan. This bill
would designate an additional 23,181 acres of commercial forest lands that are conducive to meeting
these goals, almost doubling the size of the Southeast State Forest, and further ensuring an
appropriate land base for long-term forest management. The lands would continue to be open for
multiple uses, including wildlife harvest and recreational activities.

Adding lands to the Southeast State Forest enables the Division of Forestry in the Department of
Natural Resources to manage this land to increase long-term timber supply for local processors and
wood energy needs, provide near-term jobs in pre-commercial thinning, timber harvest and milling,
and retain the land in State ownership for multiple uses.

The bill contains provisions to avoid conflicts with the newly formed City and Borough of
Wrangell’s land selection and entidement. Additionally, if new municipalities are incorporated before
June 30, 2019, lands that were vacant, unappropriated, and unreserved before establishment of the
State Forest will be included in the calculation of the municipal entidement acreage, but may not be
selected.

Alaska’s timber industry and energy needs remain top priorities of my administration. This
legislation is one important piece of our overall strategy to stabilize and revitalize the timber industry

and expand wood energy opportunities in Southeast Alaska.

| urge your prompt and favorable action on this measure.

Governor

F.nclosure
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Alaska Department of

Public Briefing: HB 105/SB 44 B Ji)NATURAL
Additional Lands to Southeast State Forest January'24,2011
DEPARTMENT OF NATURAL RESOURCES ~ DIVISION OF FORESTRY

Background. Pursuant to SCSHB 162(RES), the 25,291 acre Southeast State Forest was established in June
2010. These forest lands will be managed as an integrated unit and according to a state forest management
plan. While the lands were previously available for timber harvest before the State Forest was established,
the State Forest designation ensures these productive forest lands will remain in state ownership and
contribute to the long term viability of the timber based economy in southeast.

An additional 23,181 acres of State lands in the southern southeast have been identified as appropriate for
inclusion into the Southeast State Forest. The Department of Natural Resources manages over 159,000 acres
of uplands in southern southeast Alaska. Timber management is allowed on approximately one third of this
land; the State actively manages this timber base to supply wood to local processors. The remaining land is
designated primarily for other uses including land sales, recreation, water resources, and fish and wildlife
habitat, including over 25,000 acres of legislatively designated state parks, refuges, and public use areas.

Adding lands to the State Forest will ensure that the State’s most suitable lands in Southeast remain available
to contribute to timber supply through the State’s ongoing timber sale program. Much of the State owned
timber land in southeast Alaska was inherited from the U.S. Forest Service and is comprised of young,
second-growth stands. Actively-managed second-growth stands provide more timber volume per acre on
shorter rotations and can result in improved deer browse than unmanaged stands. We can increase timber
yield and associated timber supply from state land by thinning these stands. Thinning is a long-term
investment and is only justified if the land will continue to be available for forest management.

Purpose. This bill would add an additional 23,181 acres of State lands to the Southeast State Forest from
lands currently available for timber harvest. The Division of Forestry would then be able to manage the
48,472 acres of Southeast State Forest lands for a long-term supply of timber and retain these lands in state
ownership for multiple uses.

Proposed Additions to Southeast State Forest The proposed additions to the Southeast State Forest
include 23 parcels totaling approximately 23,181 acres (see chart). Approximately 21 percent of these lands
are from six parcels that had previously been reserved pending legislative transfer to the University of
Alaska. That legislation did not pass freeing these lands for long-term forest management in the State Forest.
The legislation includes general use lands on Prince of Wales, Tuxekan, Gravina, Kosciusko, Revillagigedo,
Wrangell, Suemez, Mitkof, Kuiu, Dali, and Zarembo Islands. Six of these parcels are adjacent or near
existing State Forest parcels. The Division of Forestry worked with the Division of Mining, Land, and Water
to identify and exclude lands that are priorities for the state land disposal program.

State Forest Management. The Southeast State Forest will be managed as part of the State Forest System
under AS 41.17.200-.230. Lands in the State Forest will continue to be open for multiple uses, including
wildlife habitat and harvest and recreational activities. State Forest lands will be managed consistent with
the management intent under the current Prince of Wales Island Area Plan, Prince of Wales Island Area Plan
Amendment, and Central/Southern Southeast Area Plan. Changes to management intent would require
public and interagency review through adoption of a State Forest Management Plan under AS 41.17.230.

Municipal Entitlements. The City and Borough of Wrangell boundary encompasses five parcels in the
proposed state forest additions (St. Johns Harbor, Eastern Passage, Pat Creek, Pat Creek Uplands and Earl

Public Briefing HB105-SB44 1-24-2011



West Cove). A State Forest designation will not affect the amount or location of land the Wrangell Borough
can select. That determination is based on the maximum total acreage of vacant, unappropriated, unreserved
land in the borough boundaries within two years after the date of incorporation (AS 29.65.030). However, a
borough would not normally be able to select land within a State Forest. To avoid conflicts with the
Wrangell entitlement, the Southeast State Forest bill specifies that the Wrangell Borough may select State
Forest land within the borough boundary.

If new municipalities are incorporated before June 30, 2019, lands that were vacant, unappropriated,
unreserved land before establishment of the State Forest will be included in the calculation of the municipal
entitlement acreage, but may not be selected.

Plan Unit

8b
7c
7b
6a
5a
13b
12b
11c
D-01
D-02

K01, K02
K11
K25
P23
P25
P27
P28
uo2
W02
W08
W10
W12
w27

TOTAL

617
786
345
597
972
523
1,002
280
1,063
985

1,885
332
1,487
1,264
467
1,040
867
652
1,266
1,411
2,601
2,320
419
23,181

SOUTHEAST STATE FOREST ADDITIONS
Acreage

General Location Island

Prince of Wales Island Area Plan and Amendment

Kosciusko Island/ Edna Bay Kosciusko
Naukati Prince of Wales
Tuxekan Tuxekan
Coffman Cove Prince of Wales
Whale Pass Prince of Wales
Kitkun Bay Prince of Wales
Indian Creek Prince of Wales
Thorne Bay South Prince of Wales
Port Delores Suemez
Hook Arm Dali Island

Central/Southern Southeast Area Plan

Neets Bay Revillagegedo
Leask Cove Revillagegedo
North Gravina Island Gravina
Favor Peak (E Mitkof) Mitkof
South Mitkof Mitkof
Woodpecker Mitkof
Frederick Point Mitkof
Rowan Bay Kuiu
St. Johns Harbor Zarembo
Eastern Passage Wrangell Is.
Pat Creek Wrangell Is.
Earl West Cove Wrangell Is.
Pat Creek Uplands Wrangell Is.
23 parcels

Shadec parcels are from prior University Land bill

Public Briefing HB105-SB44 1-24-2011



Southeast Alaska Public Land Summary

(21,004,230 acres)

-

National Parks, Monuments, Wilderness

-
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Other Tongass Forest No Harvest

-
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State Parks, HCAs

Non-LDA State Lands

-
~
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Tongass Timber Scheduled (Roaded)

-
o

Haines State Forest

m 7 SE State Forest

2008 TLM P page 3-2 and (Jlacier National Park Web Page (9,199,026 acres)

2008 TLMP page 3-2, Natural Setting and Development LUD less roaded suitable (10,713,778 acres)

Per DNR DMLW records including Chilkat Preserve, State Marine Parks and Critical Habitat Areas (110,032 acres)

DNR DMLW, excludes Juneau Area Plan which lumps uplands and tidelands together. Excludes selections. (526,103 acres)
2008 TLM P, Roaded Suitable, includes old growth and young growth. Table 2-4, TLMP FEIS (144,000 acres)

Per DOF Web page (286,000 acres)

SE State Forest not including additional SB44/HB105 acres (25,291 acres)
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Prepared by Rick Rogers, Alaska DNR, Division of Forestry, February 22, 2011
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Legend
Land Ownership / Management
| [BM

j Tongass NF

j Haines State Forest

| State of Alaska (other)

| City & Borough Lands

ANCSA Corporation Lands
I'1'f/j'-I Glacier Bay National Park
m i Klondike Gold Rush Park
y § Alaska Chilkat Bald Eagle Preserve

Prorate (unknown)

Land! Ownership
iin Southeast Alaska

Department of Natural Resources

2/21/2011

SE Mills

1.

Icy Strait Lumber
(Operating, but
recovering from fire)

Silver Bay Logging
(Closed)

Viking Lumber Co.
(Operating)

Pacific Log & Lumber
(Closed)

Ketchikan Veneer Mill
(Closed)
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Pat Creek Uplands Parcel
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Kitkun Bay Parcel
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WHAT'S INSIDE

The Matanuska-Susitna Borough
Growth continues to eclipse rest of Alaska

Employment Scene
Unemployment rate at 7.9 percent in October

ALASKA DEPARTMENT OFLABOR
& WORKFORCEDEVELOPMENT

Governor Sean Parnell
Commissioner Click Bishop



Population By Region and Borough/Census Area

Alaska, 2009-20341 Percentage  Annua
Change Growth Rato

2009 2014 2019 2024 2029 2034 2009-2034 2009-2034

State of Alaska 692,314 723,619 758,613 794,975 828,867 862,750 24.6% 0.9%
Anchorage / Mat-Su Region 374,902 399,950 427,814 457,519 487,028 517,429 38.0% 1.5%
Anchorage, Municipality of 290,588 304,555 319,812 335,672 350,569 364,973 25.6% 1.0%
Matanuska-Susitna Borough 84,314 95,395 108,002 121,847 136,459 , 152,456 80,8% 3.1%
Gulf Coast Region 76,686 78,196 79,885 81,313 81,908 81,925 6.8% 0.3%
Kenai Peninsula Borough 53,578 56,007 58,562 60,921 62,673 64,019 19.5% 0.7%
Kodiak Island Borough 13,860 13,461 13,095 12,705 12,188 11,567 -16.5% -0.6%
Valdez-Cordova Census Area 9,248 8,728 8,228 7,687 7,047 6,339 -31.5% -1.2%
Interior Region 108,463 111,723 116,217 118,773 121,822 124,658 14.9% 0.6%
Denali Borough 1,838 1,783 1,715 1,642 1,550 1,451 -21.1% -0.8%
Fairbanks North Star Borough 93,779 96,997 100,358 103,768 106,774 109,580 16.8% 0.6%
Southeast Fairbanks Census Area 7,243 7,694 8,216 8,751 92146 9,742 34.5% 1,3%
Yukon Koyukuk Census Area 5,603 5,249 4,928 4,612 4,252 3,885 -30.7% -1.2%
Northern Region 23,664 24,760 26,037 27,257 28,354 29,572 25.0% 1.0%
Nome Census Area 9,500 9,911 10,391 10,859 11,282 11,744 23.6% 0.9%
North Slope Borough 6,798 7,140 7,517 7,855 8,157 8,517 25.3% 1.0%
NorthwestArctic Borough 7,366 7,709 8,129 8,543 8,915 9,311 26.4% 1.0%
Southeast Region 69,338 67,948 66,480 64,692 62,244 59,472 -142% -0.5%
Haines Borough 2,286 2,133 1,974 1,802 1,619 1,422 -37.8% -1.5%
Juneau, City and Borough of 30,661 30,884 31,051 31,040 30,710 30,191 -1.5% -0.1%
Ketchikan Gateway Borough 12,984 12,464 11,934 11,339 10,633 9,878 -23.9% -0.9%
Prince of Wales-Outer Ketchikan Census Area 5,392 5,052 4,721 4,368 3,966 3,566 -33.9% -1.3%
Sitka, City and Borough of 8,627 8,578 8,505 8,400 82215 8,000 -7.3% -0.3%
Skagway-Hoonah-Angoon Census Area 2,908 2,785 2,642 2,483 2297 2,100 -27.8% -1.1%
Wrangell-Petersburg Census Area 5,852 5,445 5,070 4,701 4,276 3,828 -34.6% -1.3%
Yakutat, City and Borough of 628 607 583 559 528 487 -22.5% -0.9%
Southwest Region 39,261 41,042 43,180 45,421 47,511 49,694 26.6% 1.0%
Aleutians East Borough 2,778 2,830 2,887 2,945 2,967 2,981 7.3% 0.3%
Aleutians West Census Area 4,549 4,592 4,627 4,638 4,610 4,564 0.3% 0.0%
Bethel Census Area 16,997 18,036 19,224 20,471 21,720 23,019 35.4% 1.4%
Bristol Bay Borough 967 972 977 986 986 974 0.7% 0.0%
Dillingham CensusArea 4,729 4,739 4,781 4,798 4,755 4,698 -0.7% 0.0%
Lake and Peninsula Borough 1,547 1,487 1,441 1,393 1,328 1258 -18.7% -0.7%
Wade Hampton Census Area 7,694 8,386 9.243 10,190 11,145 12,200 586% 2.3%

1 Middle projection series
Source: Alaska DepartmentoflLaborand Workforce Development, Research and Analysis Section

through migration is projected to continue through  uncertainty estimates were unnecessary for this

2034. group. Therefore, the Alaska Native projections
are only comparable to the middle series of the
The Department of Labor projects stable growth statewide projections and can be subtracted from
for the Native population through the projection this series to estimate the non-Native population.
period, from 125,200 people in 2009 to 171,660
in 2034. (See Exhibits 6 and 11.) Additionally, Decreasing fertility rates are reflected in the Na-
Natives are expected to increase as a share of the tive share of the total population under age 20.
state’s population, from 18.1 percent in 2009 to That proportion is projected to decline over the
19,9 percentin 2034. period from 22.4 percent in 2009 to 21.9 percent
in 2034. The median age for the population is
Historical trends for natural increase and inter- expected to rise from 25.8 to 29.8 between 2009

state net-migration have been relatively stable, so and 2034.

10 ALASKA ECONOMIC TRENDS DECEMBER 2010



Population By Region and Borough/Census Area

Alaska, 20Q9-20341 Percentage AX(:]:]augaﬁ
Change Growth Rate

2009 2014 2019 2024 2029 2034 2009-2034 2009-2034

State of Alaska 092,314 723,619 758,613 794,975 828,867 862,750 24.6% 0.9%
Anchorage 1 Mat-Su Region 374,902 399,950 427,814 457,519 487,028 517,429 38.0% 1.5%
Anchorage, Municipality of 290,588 304,555 319,812 335,672 350,569 364,973 25.6% 1.0%
Matanuska-Susitna Borough 84,314 95,395 108,002 121,847 136,459 152,456 80.8% 3.1%
Gulf Coast Region 76,686 78,196 79,885 81,313 81,908 81,925 6.8% 0.3%
Kenal Peninsula Borough 53,578 56,007 58,562 60,921 62,673 64,019 19.5% 0.7%
Kodiak Island Borough 13,860 13,461 13,095 12,705 12,188 11,567 -16.5% -0.6%
Valdez-Cordova Census Area 9,248 8,728 8,228 7,687 7,047 6,339 -31.5% -1.2%
Interior Region 108,463 111,723 115,217 118,773 121,822 124,658 14.9% 0.6%
Denali Borough 1,838 1,783 1,715 1,642 1,550 1,451 -21.1% -0.8%
Fairbanks North Star Borough 93,779 96,997 100,358 103,768 106,774 109,580 16.8% 0.6%
Southeast Fairbanks Census Area 7,243 7,694 8,216 8,751 9,246 9,742 34.5% 1.3%
Yukon Koyukuk Census Area 5,603 5,249 4,928 4,612 4,252 3,885 -30.7% -1.2%
Northern Region 23,664 24,760 26,037 27,257 28,354 29,572 25.0% 1.0%
Nome Census Area 9,500 9,911 10,391 10,859 11282 11,744 23.6% 0.9%
North Slope Borough 6,798 7,140 7,517 7,855 8,157 8,517 25.3% 1.0%
Northwest Arctic Borough 7,366 7,709 8,129 8,543 8,915 9,311 26.4% 1.0%
Southeast Region 69,338 67,948 66,480 64,692 62,244 59,472 -142% -0.5%
Haines Borough 2,286 2,133 1,974 1,802 1,619 1,422 -37.8% -1.5%
Juneau, City and Borough of 30,661 30,884 31,051 31,040 30,710 30,191 -1.5% -0.1%
Ketchikan Gateway Borough 12,984 12,464 11,934 11,339 10,633 9,878 -23.9% -0,9%
Prince of Wales-Outer Ketchikan Census Area 5,392 5,052 4,721 4,368 3,366 3,566 -33.9% -1.3%
Sitka, City and Borough of 8,627 8,578 8,505 8,400 8215 8,000 -7.3% -0.3%
Skagway-Hoonah-Angoon Census Area 2,908 2,785 2,642 2,483 2,297 2,100 -27.8% -1,1%
Wrangell-Petersburg Census Area 5,852 5,445 5,070 4,701 4276 3,828 -34.6% -1.3%
Yakutat, City and Borough of 628 607 583 559 528 487 -22.5% -0.9%
Southwest Region 39,261 41,042 43,180 45,421 47,511 49,694 26.6% 1.0%
Aleutians East Borough 2,778 2,830 2,887 2,945 2,967 2,981 7.3% 0.3%
Aleutians West Census Area 4,549 4,592 4,627 4,638 4,610 4,564 0.3% 0.0%
Bethel Census Area 16,997 18,036 19,224 20,471 21,720 23,019 35.4% 1.4%
Bristol Bay Borough 967 972 977 986 986 974 0.7% 0.0%
Dillingham Census Area 4,729 4,739 4,781 4,798 4,755 4,698 -0.7% 0.0%
Lake and Peninsula Borough 1,547 1,487 1,441 1,393 1,328 1258 -18.7% -0.7%
Wade Hampton Census Area 7,694 8,386 9,243 10,190 11,145 12200 58.6% 2,3%

1Middle projection series
Source: Alaska DepartmentofLaborand Workforce Development, Research and Analysis Section

through migration is projected to continue through  uncertainty estimates were unnecessary' for this

2034. group. Therefore, the Alaska Native projections
are only comparable to the middle series of the
The Department of Labor projects stable growth statewide projections and can be subtracted from
for the Native population through the projection this series to estimate the non-Native population.
period, from 125,200 people in 2009 to 171,660
in 2034. (See Exhibits 6 and 11.) Additionally, Decreasing fertility rates are reflected in the Na-
Natives are expected to increase as a share of the tive share of the total population under age 20.
state’s population, from 18.1 percent in 2009 to That proportion is projected to decline over the
19.9 percentin 2034. period from 22.4 percentin 2009 to 21.9 percent
in 2034. The median age for the population is
Historical trends for natural increase and inter- expected to rise from 25.8 to 29.8 between 2009

state net-migi‘ation have been relatively stable, so  and 2034.
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Encouraging Value Added Timber Processing of State Timber

M ost state timber made available through state timber sales remains in-state and is processed
locally. Over the past six years, of the total statewide timber sale volume of 159 million board
feet, just over 8 million board feet, or 5.1% , was exported. Itshould be noted that all of the
exports have been from the Southern Southeast area, where export markets and local
manufacturing markets coexist.

Excluding timber sales conducted outside ofthe Southern Southeast area, over the past six years,
roughly 13% of total timber sale volume was exported. Some ofthis volume was exported by
the mills themselves, as they can maximize sale value by exporting specific logs that command
premium prices in oversees markets.

Summary Six Year Sale History SSE Area Office, FYO5 - FY10
In thousands ofboardfeet (Mbf) and number ofsales

Domestic Sales 54 90.0%
Domestic Volume 54,525 89.7%
Export Sales 6 10.0%
Export Volume 6,262 10.3%
Export Volume by Mills 1 1,806 3.0%
Total sales 2 60

Total Volume 60,777

1 Note: Export by AK mills in eight transactions as follows:
Viking Lumber, 6 export transactions
Icy Straights, 1 Export Transaction
Western Gold, 1 Export transaction

2 Note: These sixty timber sales made to thirty
different Alaska businesses

The most effective method for encouraging value-added timber processing is to provide a steady,
reliable, and consistent timber supply. However, in instances where available timber might not
be adequate to allow for timber export while meeting in-state manufacture needs, the state has a
number of authorities to encourage, under certain circumstance, local manufacture of timber
from state timber sales.

Although the U.S. Supreme Court decision in South-central Timber v. State o fAlaska (available
online at http://sunreme.iustia.com/us/467/82/index.html") imposes restrictions on the state’s
Prepared by Rick Rogers, Division ofForestry, March 7, 2011

Page 1 0f3


http://sunreme.iustia.com/us/467/82/index.html'

ability to require primary manufacture of timber from competitively bid state timber sales, the
state has developed criteria whereby primary manufacture requirements can be included in
negotiated state timber sales. O fthe following timber sale authorities, the 38.05.118 and
38.05.123 statutes can be applied under certain circumstances, namely underutilized
manufacturing capacity, high unemployment, and/or high value-added processing. In most parts
ofthe state, competitive sales go to manufacturers because export markets are not viable. In
Southern Southeast, log exports are viable alternatives and thus the 118 or 123 authorities are
sometimes used to encourage local manufacturing.

DNR Division of Forestry State Timber Sale Types

¢Competitive sales (AS 38.05.120)

m No volume limit within allowable cut

No duration limit

Requires best interest finding, advertisement, and public notice

Price determined by auction, but not less than base price

This is the standard sale type. Use of negotiated sales is limited to the specific conditions
listed below.

¢Small negotiated sales (AS 38.05.115)
m <500 MBF

m <1 year duration

m No more than one per purchaser each year

m No best interest finding, advertisement, or public notice required

m  Price determined by fair market value appraisal and base price (11 AAC 71.092)
¢Negotiated sales for value-added products (AS 38.05.123)

m Upto IOMMBF/yr (100 MMBF total over 10 years)

m Up to 10 years

m  Requires best interest finding and public notice

m  Restricted to use for local manufacture that includes “high value-added” wood products. By

statute, wood chips are defined as a “value-added” product rather than a “high value-added”
product.

m  Operators must submit a business plan/operating plan for their processing facilities prior to
negotiating a .123 sale. Processing facilities must be operational prior to harvesting timber
sold under a .123 sale.

Requires best interest finding and public notice.
State typically uses RFP process to select winning proposal, especially where there is
competitive interest in state resources.

¢+Negotiated sales for areas with high unemployment (AS 38.05.118)

No volume limit
m Up to 25 years with reappraisal every five years

Prepared by Rick Rogers, Division ofForestry, March 7, 2011
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m Limited to areas with unemployment >135% of statewide average
m  This sale type does not apply in some jurisdictions because their unemployment rates
are close to the statewide average)
Area must have underutilized manufacturing capacity
Must 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)

¢Personal use sales (AS 38.05.850)

m Not for commercial use

m No best interest finding, advertisement, or public notice required

m Up to 10MBF per purchaser per year

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

Other Initiatives to Encourage Investment in Value Added Processing

¢« New Growth Prospectus for Interior Alaska

This publication provides summary inventory information including annual allowable cut and
contacts for State and Native Corp lands in interior Alaska.

¢ Updated Forest Inventories

The division has been updating forest inventories in Southern Southeast, Tanana Valley, and
Matsu valley and will proceed with updates in Flaines and Kenai over next few years. Reliable
inventory information is critical for investors interested in citing new facilities.

. Credible and Effective Regulatory Structure

The State’s Forest Resources and Practices program (FRPA) is a model, credible in protecting
public resources while not being overly burdensome on operators. Investors in manufacturing
facilities need assurance that they can coexist with other forest users and FRPA helps provide

that assurance.

Trends in Value Added Processing

The State’s investment in the renewable energy fund is generating widespread interest in
developing woody biomass energy facilities for heat and combined heat and power. Energy
prices and state investments will spur an increase in value added for low quality wood to meet
energy needs. DOF is working with existing timber sale authorities however there may be need
for modifications to address the unique needs of these projects that include up to 25 year supply
commitments.

Prepared by Rick Rogers, Division of Forestry, March 7, 2011
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SEAN PARNELL, GOVERNOR

550 West 7thAvenue, Suite 1450
DEPARTMENT OF NATURAL RESOURCES Anchorage, AK 99501

BOARD OFFORESTRY
April 4,2011

Senator Bert Stedman, Co-chair
Senator Lyman Hoffman, Co-chair
Senate Finance Committee

120 4th Street, State Capitol, Room 520
Juneau, Alaska 99801-1182

Dear Senators Stedman and Hoffman,

The Alaska Board of Forestry is pleased to convey its support for Senate Bill 44/House Bill 105
to expand the Southeast State Forest. The Board of Forestry provides a forum to discuss and
resolve issues on forest practices and management of forests on state land (AS 41.17.947(b)).
Board members represent diverse constituencies - the timber, fishing, and mining industries,
Native Corporations, professional foresters and fish and wildlife biologists, and environmental
and recreational organizations.

The Board of Forestry was briefed on the concept of state forest additions at their meeting on
August 23-25, 2010, on a draft of the bill at the December 13-14, 2010 meeting, and on the
specifics of SB 44/HB 105. This land is currently part of the state timber base, but susceptible to
fUture changes in land use designations. Five ofthese parcels were previously part of the
University land settlement. Dedication to long-term management helps sustain the Southeast
timber industry and communities, and ensure continued multiple use. It also secures a long-term
land base thatjustifies the investment in thinning to increase the volume of second-growth
timber and enhance wildlife habitat.

I am pleased to reportthat on April 1, 2011 the Board unanimously voted to support passage of
Senate Bill 44/House Bill 105.

Sincerely,

Chris Maisch, State Forester
Chair, Alaska Board of Forestry

Cc: Sean Parnell, Governor
Dan Sullivan, DNR Commissioner
Representative William Thomas, Co-Chair House Finance
Alaska Board of Forestry
¢+ Ron Wolfe, Alaska Native Corporations
¢ Eric Nichols, Forest Industry Trade Association

“"Develop, Conserve and Enhance NaturalResourcesfor Presentand Future Alaskans ™



Wayne Nicolls, Non-governmental Professional Forester

Rob Bosworth, Environmental Organization

Erin McLarnon, Recreation Organization

Mark Vinsel, Commercial Fisherman’s Organization

JeffFoley, Mining Organization

Matt Cronin, Non-governmental Professional Fish/Wildlife Biologist

“D evelop, Conserve and Enhance Natural Resourcesfor Presentand Future Alaskans”
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A RESOLUTION OF THE JUNEAU CHAMBER OF COMMERCE EXPRESSING SUPPORT
FOR THE PROPOSED ADDITIONS TO THE SOUTHEAST STATE FOREST AS PRESENTED

WHEREAS, the majority of timber in SE Alaska is on federally owned National Forest land,
harvest of which has drastically declined and local mills are heavily dependent on sale of state
timber, and

WHEREAS, the state is committed to maximizing the sustainable supply of timber from the small
state timber land base, and

WHEREAS, there is broad support for shifting timber harvesting in SE Alaska from old growth to
young growth stands, which yield higher volumes per acre on shorter rotations, and have less
impact on wildlife, and

WHEREAS, much of the state timber land was conveyed from the federal government with young
growth stands, the shift from old growth to young growth harvest can be accelerated by thinning
these stands, and

WHEREAS, thinning and subsequent young growth management constitutes long-term
investment, it is only justified if the land will continue to be available for forest management, and

WHEREAS, land designated as State Forest would ensure that some land will remain available
for iong-term management for multiple uses including the supply of timber to local processors,
and

WHEREAS, the State owns the parcels of land that are listed in HB105 and are suitable for
designation and subsequent management as a State Forest,

THEREFORE BE IT RESOLVED, that the Juneau Chamber of Commerce endorses the
establishment of a Southeast Alaska State Forest as currently proposed in House Bill 105 “An Act
relating to the Southeast State Forest; and providing for an effective date”.

BE IT FURTHER RESOLVED, that the Juneau Chamber of Commerce will transmit this
resolution to the Governor of Alaska, House and Senate Resource Committee Chair, Alaska
State Legislature, the Alaska Congressional Delegation, the U.S. Forest Service Chief, U.S.
Forest Service Alaska Regional Forester.

PASSED AND APPROVED, by the Juneau Chamber of Commerce Board of Directors on this
rtatff ronnrarv 1.5 ofn 1

CEO,Juneau Chamber of Commerce
At the direction of the Board of Directors and
Representing nearly 400 Business Members



.Southeast
lomference

February 14, 2011

Southeast Conference is a broad based association of communities in Southeast Alaska with a
mission of undertaking and supporting activities that promote strong economies, healthy
communities and a quality environment throughout the region. In keeping with that mission we
support expanding the Southeast Alaska State Forest....SB44 & HB105.

The timber industry in SE Alaska is on the verge of disappearing as a result of the failure of the
US Forest Service to provide a supply of economic timber from the Tongass National Forest.
This disaster started with the cancellation of the Long Term Timber sales. The timber sale
program went into a decline starting with the cancellation of the long term contracts and
continues today. The current volume offered by the Forest Service is less than 10% of the
volume offered at the time ofcancellation ofthe long term sales.

The existence of a timber industry in SE Alaska depends on immediate action to provide a
supply of economically viable sales. There has been a concerted effort by the State working with
the Forest Service to improve the quantity and quality of the Forest Service timber sales. This
effort continues but has not resulted in the improvements needed.

Southeast Conference has reviewed Senate Bill 44-which will add an additional 23,181 acres of
State lands to the 25,291 acre existing Southeast State Forest established last year. This expanded
Southeast State Forest of 48,474 acres will be managed by the department of Natural Resource
Division of Forestry, which has an exemplary record of managing Alaska’s forests and related

3’

resources.

Southeast Conference commends Governor Parnell and the Alaska Legislature for the establishment
ofa Southeast Alaska State Forest.

The Southeast Conference is pleased to support SB-44. Enactment of SB-44 will enable the
Department of Natural Resources Division of Forestry to sustainably manage the timber, fisheries,
wildlife, waters, recreation and other multiple benefits that will strengthen the local economy,
provide jobs and improve quality of life of all Southeast Alaska communities.

Thank you for your consideration.

Merrill Sanford
SEC Timber Committee Chairperson

P.0. Box &9}98823614235\61 %@%Ngggggnfg ra?x n secon eeraeuncpéIaSka 99802



SOUTHEAST CONFERENCE

RESOLUTION 11-11

A RESOLUTION OF THE SOUTHEAST CONFERENCE EXPRESSING SUPPORT FOR THE
PROPOSED ADDITIONS TO THE SOUTHEAST STATE FOREST AS PRESENTED IN HB105 &
SB44

WHEREAS, the majority of timber in SE Alaska is on federally owned National Forest land,
harvest of which has drastically declined and local mills are heavily dependent on sale of state
timber, and;

WHEREAS, the state is committed to maximizing the sustainable supply of timber from the
small state timber land base, and;

WHEREAS, there is broad support for shifting timber harvesting in SE Alaska from old growth
to young growth stands, which yield higher volumes per acre on shorter rotations, and have
less impact on wildlife, and;

WHEREAS, much of the state timber land was conveyed from the federal government with
young growth stands, the shift from old growth to young growth harvest can be accelerated by
thinning these stands, and;

WHEREAS, thinning and subsequent young growth management constitutes long-term
investment, it is only justified if the land will continue to be available for forest management,

and;

WHEREAS, land designated as State Forest would ensure that some land will remain available
for long-term management for multiple uses including the supply of timber to local
processors, and;

WHEREAS, the State owns the parcels of land that are listed in HB105 and are suitable for
designation and subsequent management as a State Forest, now therefore;

THEREFORE BE IT RESOLVED THAT Southeast Conference generally endorses
establishment of a Southeast Alaska State Forest as currently proposed in House Bill 105 "An
Act relating to the Southeast State Forest; and providing for an effective date".

AND BE IT FINALLY RESOLVED THAT Southeast Conference will transmit this resolution to
the Governor of Alaska, House and Senate Resource Committee Chair, Alaska State Legislature,

the Alaska Congressional Delegation, the US. Forest Service Chief, U.S. Forest Service Alaska
Regional Forester.

Approved and passed by the Southeast Conference Board of Directors on January 31,
2011

W itness: Attest:

Jan Hill, President Shelly Wright, Executive Director



Alaska Forest Association, Inc

111 STEDMAN STREET. SUITE 200

KETCHIKAN, ALASKA 99901
January 12, 2011 Phone: 907-225-6114

Fax:  907-225-5920

E-mali: afa@akforesLcrg

Chris Maisch

State Forester

Alaska Division of Forestry
550 W. 7* Ave., Suite 1450
Anchorage, AK 99501

RE: Support of Additional Lands to Southeast State Forest

Dear Chris:

The Aiaska Forest Association supports inclusion of an additional 23,181 acres to the Southeast
State Forest. The state's timber sale program in Southeast is very small, but very effective. The
federal government controls about 94% ofthe land in Southeast Alaska but they have been
supplying only about 20% of the timber that our industry' has harvested in the last few years.
White State and private timberlands have supplied the other 80%, this has not been sufficient to
keep our mills operating. Currently we have only a single medium-size mil! still operating in the
region along with a handful of very small mills.

Unlike the federal forest management program, the State effort has provided economically
viable timber sales on a regular and consistent basis within the constraints of sustained yield
principles. In addition to supporting our timber industry the State's timber sale program brings in
revenue in the form of siumpage payments that are invested back into the statewide forest
management program.

Dedicating more State lands in Southeast Alaska to long-term forest management helps ensure
these lands will continue to support the State timber sale program. This helps sustain our
remaining timber industry until we can either overcome the impediments that make the federal
timber unavailable or until we can persuade Congress to allow the State to own or manage a
significant portion of the Tongass. By dedicating lands for long-term forest management the
State is better positioned to invest in practices that enhance forest productivity, such as pre-
commercial thinning. By increasing the growth and yield from the State Forest, more timber can
be supplied to our industry from these lands in perpetuity.

We urge you to supportthe current efforts to increase the si2e of the Southern Southeast State
Forest.

Sincerely,

Owen Graham
Executive Director
Alaska Forest Association

SERVING ALASKA'S FORESTINDUSTRY



Cityof Coffman Cove

TO Tox 18135
102 DenftCi

Coffman Cove, AX. 99918

TfLone: (907) 329-2233 fax: (907) 329-2212
UmaiC: coffmancoye@ msn.com

Chris Maisch

State of Alaska

Department of Natural Resources
Division of Forestry

550 W. 7th Avenue, Suite 1450
Anchorage, AK 99501

RE: State Forest

DNR-Divislon @f Forestry
Dear Chris:

The City of Coffman Cove fully supportath'e incTftsi'"dhmfadditional lands to the State
Forest. The addition of 23,181 acres OvlftfehsUmfhe future of a small timber industry in
Southeast Alaska. The concept of a State Forest is a good management tool to help
Southeast Alaska diversify its economy to include timber harvest along with tourism and
fishing.

Coffman Cove has a long history as a logging community. While we are trying to
incorporate other industries, timber is still an important part of our lifestyle and economy.
Other communities in Southeast Alaska find themselves in similar situations. With the
shift in US Forest Service management ofthe Tongass National Forest we find ourselves
in a situation where planning for the future is impossible. The establishment of the State
Forest will allow sortie sensible management practices. The additional acreage will
ensure there is enough land base to provide some stability.

Please feel free to copy this letter to use'in any capacity to support the State Forest. | will
write a similar letter to Senator Stedman and Representative Johansen.

Sincerely,

*,1*3 ‘Elbihb'Pric& '
-u >0?Mty XdmiM &trator
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Resource Development Council

Growing Alaska Through Responsible Resource Development

January 5, 2011

Mr. Chris Maisch, State Forester
Division of Forestry

550 W. 7thAvenue, Suite 1450
Anchorage, AK 99501

RE: Additional Lands to Southeast State Forest
Dear Mr. Maisch:

The Resource Development Council (RDC) is writing to support the inclusion of an additional
23,181 acres to the Southeast State Forest. This state land in southern Southeast Alaska is
appropriately suited for inclusion into the new state forest as it has been consistently managed for
timber harvest. A state forest designation over these lands would expand the Southeast State Forest
to 48,472 acres and ensure they will remain in state ownership and contribute to the long-term
viability of the forest products industry in Southeast Alaska.

RDC is a statewide, non-profit, membership-funded organization founded in 1975. The RDC
membership is comprised of individuals and companies from Alaska’s oil and gas, mining, timber,
tourism, and fisheries industries, as well as Alaska Native corporations, local communities,
organized labor, and industry support firms. RDC’s purpose is to link these diverse interests
together to encourage a strong, diversified private sector in Alaska and expand the state’s economic
base through the responsible development of our natural resources.

RDC supported the creation of the 25,291-acre Southeast State Forest, which was established in
June 2010. In Southeast Alaska, demand for state timber exceeds supply and local mills are
dependent on a consistent supply to stay in business. The majority of the timber in Southeast
Alaska is on federal land, but federal timber sales have declined sharply. Subsequently, the demand
for state timber from local mills has increased significantly.

Much of the new state forest was inherited from the U.S. Forest Service with young second-growth
stands. There is broad support for shifting timber harvesting in Southeast Alaska from old growth
to second growth stands. The new state forest and the proposed additional parcels to it will help
provide a sustainable timber supply to local mills and accelerate the harvest of second-growth
timber. Actively managed second-growth stands will provide more timber volume per acre on
shorter rotations.

The shift to second-growth harvesting can be accelerated and timber volume increased on state land
by thinning these stands. However, thinning is a long-term investment and is only justified if the
land will be available for timber harvesting.

The Division of Forestry will manage the state forest for a long-term supply of timber to local
processors, and retain the land in state ownership for multiple use, including wildlife habitat and
harvest, as well as recreational activities. The forest will be managed as part of the State Forest
System in accordance with a new management plan that will be developed within the next three
years. In the interim, existing guidance under the current Prince of Wales Island Area Plan and
Central/Southern Southeast area plans will apply.

RDC supports the proposed additions to the Southeast State Forest from lands currently available
for timber harvest and believes a larger state forest in the region will benefit the economy.

Sincerely,

Carl Portman
Deputy Director

121 West Fireweed Lane, Suite 250, Anchorage, Alaska 99503-2035
Phone: 907-276-0700 Fax: 907-276-3887 Email: resources@alcrdc.org  Website: www.akrdc.org
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Society of American Foresters
(imwing liftfar alt tbt timt

January 31, 2011

Alaska, SAF

C/o Maynard Nuss

Executive Secretary

521 High View Drive
Anchorage, Alaska 99515-3716

Governor Parnell
P.O. Box 110001
Juneau, AK 99811-0001

Dear Governor Parnell,

The Alaska Society of American Foresters (SAF) is Alaska’s organization of professional foresters and
other natural resource scientists dedicated to the sustainable management and protection of Alaska’s
forests and related resources.

The Alaska Society of American Foresters and Southeast state chapters have reviewed the HB 105 and
corresponding Senate Bill 44 - which will add an additional 23,181 acres of State lands to the 25,291 acre
existing Southeast State Forest established last year. This expanded Southeast State Forest 048,474
acres will be managed by the Department of Natural Resource’ Division of Forestry, which has an
exemplary record of managing Alaska’s forests and related resources.

The Alaska SAF commends the Governor Parnell and the Alaska Legislature for the establishmentofa
SE Alaska State Forest.

The Alaska Society of American Foresters is please to support ITB 105. Enactment of HB 105 will enable
the Department of Natural Resources Division of Forestry to sustainably manage the timber, fisheries,
wildlife, waters, recreation, and other multiple benefits that will strengthen the local economy, provide
jobs, and improve quality of life of all Southeast Alaska communities.

Sincerely,

Kathryn S. Pyne,
Alaska SAF, Chair

Cc: Southeast Legislature Delegation; Alaska Congressional Delegation, State Forester Chris Maisch,
Southeast Conference, USFS Regional Forester Beth Pendleton, and National SAF.





