ALASKA LEGISLATURE
HOUSE and SENATE FINANCE COMMITTEE FILES, 1993-1994



OFFERED IN THE HOUSE BY REPRESENTATIVE

TO: RCS CSSB 310(RES)

Page 5, line 2

Delete all material.

Insert "(3) commitments of the proposer to hire Alaskans;"



AMENDA ENT

TO HOUSE CS CSSB 310(RES) BY REPRESENTATIVE

Page 3. Lines 6-12

Delece all macerial



8-LS1558\D.19
Luckhaupt
5/4/94

AMENDMENT 7~ g///Quit’

OFFERED IN THE HOUSE
TO: HCS CSSB 310(RES)

Page 2, line 12:

Delete "and"

Page 2, line 14, following "characteristics;":
Insert "and
(D) the use of silvicultural practices, commercial timber
harvest, and related activities to maintain and enhance the quantity and quality

of fish and wildlife habitat;"

Page 4, line 18:

Delete "and"

Page 4, line 20, following "characteristics;":

Insen and
(iv) the use of silvicultural practices, commercial timber

harvest, and related activities to maintain and enhance the quantity and

quality of fish and wildlife habitat;"



8-LS1558ND.7
Luckhaupt
5/3/94

AMENDMENT

OFFERED IN THE HOUSE
TO: HCS CSSB 310(RES)

Page 3, lines 4 - 5:
Delete "document the finding with sound scientific or economic data that clearly
proves"

Insert "describe the data used to justify"



8-LS1558ND 9 k
Luckhaupt
5/3/94

AMENDMENT

Thirties
OFFERED IN THE HOUSE

TO: HCS CSSB 310(RES)

Page 5, line 28:

Delete "and"

Page 5, following line 28:
Insert a new paragraph to read:
"(2) the tentatively successful proposed agreement covers no more land
or timber than is necessary to make the proposed agreement economically sustainable

over the life of the proposed agreement; and"

Renumber the following paragraph accordingly.



8-L5155SSD.15/
Luckhaupt
54194

AMENDMENT

OFFERED IN THE HOUSE 1 v
TO: HCS CSSB 310(RES)

Page 5, line 28:

Delete "and"

Page 5, following line 28:
Insert a new paragraph to read:
"(2) the revenue to be received from the tentatively successful
proposed agreement will exceed the direct costs of the proposed agreement to the state
and that the sale of timber under the proposed agreement is not for less than fair

market value; and"

Renumber the following paragraph accordingly.



8-L51558\D.14/
Luckhaupt
5/4/94

AMENDMENT

OFFERED IN THE HOUSE
TO: HCS CSSB 310(RES)

Page 6, line 5, following "agreement":

Insert "for at least 90 days after the provision of notice under this section”



8-LS1558\D. 10
Luckhaugt
5/3/94

AMENDMENT

OFFERED IN THE HOUSE
TO: HCS CSSB 310(RES)

Page 6, line 9:
Following "A™":
Insert "tentatively successful proposed agreement, a"
Following "final agreement":

Insert ",



AMENDMENT

"fVt
OFFERED IN THE HOUSE

TO: HCS CSSB 310(RES)
Page 6, line 16:
Delete all material and insert:
“(B) provisions requiring sale of the timber

for at least fair market value as evidenced by an appraisal and
provisions requiring periodic reappraisal of the value of the timber;



OFFERED IN THE HOUSE
TO: HCS CSSB 310(RES)
Page 6, after line 23:
insert:
"(F) provisions requiring that, at the discretion of
the state, the access roads will be put to bed and reforested with the

costs paid by the operator;"

renumber the following sections accordingly



8-L51558\D.18
Luckhaupt
5/4194

AMENDMENT
J
OFFERED IN THE HOUSE o'ty *
TO: HCS CSSB 310(RES)

Page 7, line 15:
Delete "may"

Insert "shall"

Page 7, line 15, following "bonding":
Insert ", letter of credit or standby letter of credit, or other security that the

commissioner determines to be adequate to protect the public interest"



8-LS0371NS.4

Utermoftle
5/5/94
AMENDMEKT
OFFERED. IN THE HOUSE BY REPRESENTATIVE MACLEAN

TO: HCS CSSB 46( ); Version S, Dated 5/3/94

Page 4, line 10:

Delete "mammal species or"

Page 4, line 21:

Delete "mammal species or"

Page 4, line 27:

Delete "mammal species or"

Page 5, lino 2:

Delete 'mammal species or"

Page 10, line 11:

Delete "mammal species or"



8-LS0371XS.4

U'tenno'ile
5/5/94
AMEN ) MEKT
OFFERED. IN THE HOUSE BY REPRESENTATIVE MACLEAN

TO: HCS CSSB 46( ); Version S, Dated 5/3/94

Page 4, line 10:

Delete "mammal species or"

Page 4, line 21:

Delete "mammal species or"

Page 4, line 27:

Delete "mammal species or"

Page 5, line 2:

Delete "mammal species or"

Page 10, line 11:

Delete "mammal species or"



§-LS1558ND.17 A

Luckhaupt
5/4/94
AMENDMENT
OFFERED- IN THE HOUSE BY REPRESENTATIVE GRUSSENDORF

TO: HCS CSSB 310(RES)

Page 7, following line 15:
Insert a new subsection to read:
"(h) The commissioner shall submit the proposed final agreement to the
commissioner of fish and game for review and approval. The commissioner of fish
and game shall review the proposed final agreement to ensure that the agreement

adequately protects aid provides for the fish and game resources of the state."

Reletter the following subsections accordingly.

Page 7, line 20, following "subsection™:

Thsert "and approval by the commissioner of fish and game under (h) of this section”



§-LS1558ND.17 A

Luckhaupt
5494
AMENDMENT
OFFERED- IN THE HOUSE BY REPRESENTATIVE GRIJSSENDORF

TO: HCS CSSB 310(RES)

Page 7, following line 15:
Insert a new subsection to read:
"(h) TKj commissioner shall submit the proposed final agreement to the
commissioner of fish and game for review and approval. The commissioner of fish
and game shall review the proposed final agreement to ensure that the agreement

adequately protects and provides for the fish and game resources of the state.”

Reletter the following subsections accordingly.

Page 7, line 20, following "subsection":

Insert "and approval by the commissioner of fish and game under (h) of this section"



§-L51558ND.2

Luckhaupt
4/28/94
AMENDMENT
OFFERED IN THE HOUSE BY REPRESENTATIVE GRUSSENDORF

TO: CSSB 310(RES)

Page 1, line 4, through page 3, line 12:
t

Delete all material.
Page 3, line 13:
Delete "* Sec. 3."

Insert "* Section 1."

Page 8, line 29, through page 10, line 13:

Delete all material.
Renumber the following bill sections accordingly.

Page 10, line 18:

Delete all material.



Alaska Environmental Lobby, Inc. home: 9074633366
P.0. Box 22151 Juneau, Alaska 99802 Fax: 907-463-3312

Long-Term Contracts and Forest Management
Agreements Would Cost Alaska Money
and Lock Up Natural Resources

SB 310 mandates long-term contracts tor up to 20 years, with an option to renew for
another 20 years. Long-term contracts, also called Forest Management Agreements
(FMA's), would make timber harvest the priority on stare forested lands, elevating timber
over fisheries, wildlife, subsistence, tourism, and recreation values.

Long-term timber contracts are likely to have negative impacts on Alaska's economy and
natural resources. The Alaska Environmental Lobby opposes SB 310 and the

long-term contracts authorized in this legislation.

Long-Term contracts are unhealthy for Alaska’s pocket book

+1f new markets offer higher economic gain in future years, Alaska would be locked into
“yesterday’s market.” Long-term contracts prevent Alaska’s timber industry from adapting
and competing in world markets.

+The state could lose huge amounts of money on infrastructure such as terminals,
transportation facilities and logging roads. For example, the state lost more than eight
million dollars in road credits, facility I. ms, management costs and other subsidies for a
Haines long-term contract. The contract was canceled in less than seven years.

Long-term contracts lock out future knowledge

#Facts change: Often there is less timber available than originally calculated. Inventories
that appear scientifically correct have been found to be in error 10 or 20 years later.

+The state may have to honor original contract levels even if it is found that a company is
harvesting above sustainable yield levels or harming fish and wildlife habitat or other uses.
+Public values change over time and generations. 20-year contracts prevent future
Alaskans from deciding how lands should be used.

Timber supply problems to fulfill long-term contracts may

occur
+Hunting, fishing, subsist**.ice, tourism and recreational uses may be sacrificed to meet

harvest targets outlined in a legal contract.
+Because of new information, specific areas may be needed for critical habitat,
subsistence, or recreational uses. But this may be ignored because of timber supply

obligations.
+Forest fires decrease available timber, but contract volume would still need, to be met.
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Long-term contracts and mills may endanger Alaskan

communities economically and environmentally

+Statistics show that about 40% of Alaska’s wood industry workers are out-of-state
residents. Their use of municipal services is expensive and not recovered through taxes.
+Small timber operators who often supply local lumber very often cannot compete with
holders of long term contracts.

+Commercial hunting, fishing and tourism industries as well as subsistence and
recreational pursuits may be damaged by prioritizing timber.

+There are many serious environmental hazards associated with lumber and pulp plants
including air and water pollution. Sound and smell pollution can be irritating to residents.
+Costs to the state and municipalities can be hig' for monitoring, waste disposal, and

pollution clean-up. _ _ o _ _ _
¢In the Interior, a large mill's air emissions would add to already serious air pollution

caused by winter temperature inversions.

The fox should not b- in charge of the hen house.

Industry should not manage state lands.

+Forest Management Agreements (FMA's) would allow industry to manage forest oeas
where they are contracted to cut

+While private industry's bottom line goal is profit, DNR%s mandated goal is to manage
lands for the public interest and for multiple uses. DNR must manage our public lands.

What are the alternatives to long-term contracts?

Maintain current timber sale length of three to five years.

¢ This length allows DNR to update contracts as social values, economic situations, and
biological information change.

+With accurate field data and an assessment of all multiple uses, DNR can ascertain a
reliable sustained yield harvest and make timber available for competitive bid.

¢Then there can be reasonable certainty that interested purchasers will have
a steady supply of timber to bid on at fair market value, without locking up
resources for 20 years and without locking out other interested timber
purchasers.

+Short-term sales mean that companies must compete regularly with other operators, and
may encourage them to be better “corporate neighbors.” Long-term contracts insulate
companies from community concerns, while short-term sales mean businesses must
maintain high quality relationships with regulatory agencies and the public.

Encourage locally owned, value-added forest industries.

+Value-added timber industries produce the most worker hours and higher wages.
+Numerous small companies making diverse products create a stronger economy by
spreading resources among locals committed to the community. Diverse products help
buffer the community from changes in specific markets.

+In our free market society, industries often must compete openly for resources and market
shares. Long-term timber contracts eliminate this competition.

3/14/94



The Canadian Experience W ith F orest

M anagementA Agreem ents

FMAs do not produce the volume of jobs expected. Timber harvests greatly
increased under FMASs, but timber industry employment declined. The avenacn:
FMA holder in Alberta creates 0.4 jobs per cubic meter of wood cut. The U.S. gets
over twice as many jobs as Canada from the same unit of wood.

* Local residents usually do not get the jobs created by FMA holders. Logging
machinery needed for large volume clearcuts replaces many men with cbainsaws, but
require skills most local operators do not have. Highly automated plants employ robots
and computers, not people. The remaining jobs require degrees in chemistry or
computer science.

Administrators anxious to make the FMA concept work committed large areas of forest
land to multi-national companies at stumpage rates 1/5 to 1/7 those of adjacent areas
in the U.S. and 1/4 the rate derived from competitive sales. These allocations
effectively deprived local small-scale operators of their timbei supply areas.

FMA holders get 80% of their timber needs at low, fixed prices. The lack of
competitive bidding and "soft" pulp prices, due to foreign control of 'he market, make
stumpage fee increases impossible.

* Large lumber and pulp mills were built when FMAs were let, but few became the
multi-product, high ut'lization mills that the provinces had hoped for. Companies
with their own assurec i:mber supplies and mills have little incentive to upgrade or
diversify their operations. Value-added projects have been delayed or mothballed.
Once the contract is signed, what you have is all you get.

Forest management under FMAs are often “facility driven.” The threat of plant
closure is used by industry to “blackmail® government into providing more timber.
Plants are sometimes intentionally overbuilt by industry, which then demands
additional timber volume to operate the expanded facility.

Nation-wide, FMA holders have receiv'd taxpayer subsidies totaling $300 million
dollars in grants and $1.1 billion n loans. Yet, despite massive subsidies and
increased timber supplies, some companies are unable to make payments on tnair
loans.

Most FMAs return little public revenue to the provinces for their investment in
timber and industry loans. Alberta receives only $1.13 per cubic metric ton for pulp
produced by the giant Alpac mill. The corporation owning the mill makes $625 to over
$2,000 per cubic metric ton for the same pulp when it was converted to paper in
Japan.

Inventories often proved inaccurate. Timber resources weie sometimes insufficient
to meet contractual obligations, forcing provincial governments to provide additional
timber lands to FMA holders.

ALASKA BOREAL FORESTCOUNCIL Page 1
P.0. Box 61237, Fairbanks, AK 99706 April 25,1994



Local loggers who survived government's switch to FMAs usually became contract
loggers, dependent on the FMA licensees for their livelihood. With timber undervalued
(low stumpage fees), contract loggers were often underpaid

Local loggers who remained independent had to compete among themselves for the
scarce remaining timber parcels, further reducing their profit margins.

Local small-scale logging operators had difficulty obtaining financial assistance, yet
provincial governments provided massive subsidies for FMA holders.

FMA derived revenues were frequently not reinvested in the forestry resource which
spawned them. Direct revenues are more likely to be reinvested in management of the

resources.

Reforestation has not been successful in 38% of the areas clearcut in Alberta
under FMA tenure. Some areas have been planted 4 or more limes.

Native lifestyles have been severely impacted in some areas. For example, the
Alberta government negotiated an FMA with Daishowa that resulted in clearcutting on
traditional native lands without informing them or considering subsistence needs.

Tourism related businesses have been negatively impacted in communities near
large-scale clearcuts. Remote lodges and guiding operations have Jkewise been
impacted by clearcutting and its attendant road construction.

Where public access was permitted by FMA holders, large clearcjts and the intensive
network of new logging roads resulted in increased poaching of wildlife and changes in
big game distribution and abundance Woodland caribou are now a threatened
species in Alberta.

Large-scale clearcutting negatively affected trapping by changing species
distribution and abundance. Furbearers in general declined sharply following clearcut
logging in spruce, pine and mixedwood stands, and remained that way for 17 years.
Species that thrive in old growth forest, like Marten, were effected most.

FMAs have increased the work load on Fish and Wildlife staff. Funding and
staffing have not been adequate to monitor logging and conduct needed research.

The few successful FMAs from an ecological and community viewpoint were those that
had smaller mills, smaller timber volume needs, a commitment to ‘even flow"
harvesting, and used selective harvesting. These provided higher levels of local
employment, used less damaging equipment, and practiced sustainable forestry.

References-

"A New Leaf (video), Gray Jones and Karen Baftgailis, co-producers, W. Canada Wilderness Committee.
"B. C. Forest Industry Job Loses," compiled by Valhalla Society, in: Brazil of the North, January 1993.
"Forest Management in Alberta, Report of the Expert Review Panel," Alberta Forestry, Lands and Wildlife.
"Lubicon Struggle," Anne Champagne, in: Brazil of the North, January 1993.

"Martin Populations in Uncut and Logged Boreal Forests in Ontario," lan Thompson, J. Wild. Mgmt., 1994.
Testimony on CSSB 112," Rep. Niilo Koponen, May 6,1987.

"The Great Alberta Giveaway," David J. Parker, Prof. Eng., in: Brazil of the North, January 1993.
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UcCv m <o'f un
BILL SHEFFIELD, GOVERNOR

DEPARTMENT OF NATURAL RESOURCES 400 WILLOUGHBY AVENUE

JUNEAU. ALASKA 99801
PHONE: (907) 46S-2491

DIVISION OF FORESTRY

January 24, 1985

The Honorable Peter Goll
Alaska House of Representatives
Pouch V

Juneau, Alaska 99811

Dear Representative Goll:

I an sorry | have not yet responded to the questions In your earlier
letter. But before doing so, | would like to give you an update con-
cerning the removal of the stored logs near Mile 34. | spoke to Bill
Oliver of Pacific Forest Products last week and he told me that they
expected to begin moving the wood from Mile 34 on January 21st, so we
should be receiving more Information about the volume of wood removed
from Unit | In the near future. | will update you with more information

aa It becomes available.

To date, we have received from Pacific Forest Products and Its prede-
cessor $33,563.95 In stumpage payments from the Long Term Timber Sale;
In addition, we have on deposit an additional $9,000.00 for timber cut
but not yet scaled. Wt also have on deposit an additional $200.00 for
log branding hammers loaned to Pacific Forest Products. Also, we have a
claim against Pacific Forest Products filed through the United States
Bankruptcy Court in the amount of $5,486.87 for timber removed and
scaled last summer, and an additional $8,585.00 aa a deposit for addi-
tional timber cut but not yet removed from the timber sale area.

The additional stumpage due the State aa a result of the rate redeter-
minatlon which increased the stumpage rate from $3.00 to $52.75 was
satisfied through the application of purchaser credits for roada. Roads
constructed prior to March 31, 1982 were valued at $461,605.54. The
application of those road credits to pay the additional stumpage re-
sulted In $36,000.17 still owed to Pacific Forest Products, Inc. To
that figure can be added the additional value of roada con. tructed
during the 1984 operation season; though we have not yet determined the
eX££t_agQunt, we currently estimate the amount to be approximately
¢ $396,0000 By a provision of the contract, the additional road credits
can be rolled over Irto subsequent operating periods when, hopefully,
new reappraisals will indicate a stumpage rate something above the
current base rates. With the exception of cottonwood, Pacific Forest
Products paid $52.75 per thousand board feet for timber removed from the
beginning of the contract through March 31, 1982. Aa a result of an
emergency rate redetermlnatlon authorized by a provision of the timber
sale contract, the new rate was determined to be $3.00 per thousand
board feet for aawloga and $2.00 per thousand board feet for pulp be-
ginning April 1, 1982. Arate redetermlnatlon due this year will
establish another new rate.



Representative Goll -Page 2- January 30, 1985

The Haines State Forest project ,iot only la the funding source for our
timber sale preparation and administration work for the Haines Long Term
Timber Sale, but It also provides a source of funds for preparation and
administration of the smaller timber sales that we make at Haines. In
addition, thla project has provided funds for preparation of the manage-
ment plan for the Halnee State Forest. The Haines area staff la respon-
sible for suppression of forest fires on approximately 680,000 acres of
state, private and federal lands In the Halnes-Skagway area. Although
the region receives no forest fire suppression funds to maintain a staff
fov the suppression of forest fires, personal services funding In the
Haines State Forest project does provide ua the manpcwer to meet our
occasional responsibilities for fire suppression. Also, our Haines area
staff spends a considerable amount of time providing Information to the
local public not only on forestry matters, but also on land and water
management matters which are primarily a function of a sister division.
Our providing this service for the Division of Land and Water Management
relieves them of the responsibility for stationing a person In Haines to
provide that service. On occasion, aa requested, we also provide forestry
assistance Information to landowners when they have questions concerning

forest management on their own private lands.

I mentioned In ny January 24th letter that we were several years shear'
on our layout responsibilities under the Haines Long Term Timber Sale.
As a result, and in keeping with good fiscal responsibility, we have not
filled certain vacant positions. When a seasonal forest technician
terminated employment last August and moved out of state, the position
was not filled. When Mr. Tweiten terminated employment last November,
hie position was not filled, and in fact will not be filled In Haines.
In addition, one of our seasonal foresters has announced hla resignation
effective In just a few days; he will be moving out of state and hla
position will not be filled In Halnea. Even with these reductions In
staff, we feel that we can still meet the responsibilities of our
various forestry activities at Halnea.

I am pleased to provide you this information, and if you have any
questions about It, | would be pleased to answer them for you.

Sincerely,

Reglowal Forester



CALCULATION OF STUVPACE ADIUSTIVENT AND EXCESS PURCHASER CREDIT
FOR THE BVEREENCY RATE REDETERMINATION

The following Information Is based on Cutting Report #018 dated April 30,
1982 which reports the volume cut through March 31, 1982:

Volume of all species

except cottonwood: 8,498.39 Mbf x $52.75/Mbf - $448,290.07
Volume of cottonwood: 1,024.91 Mbf x $2.00/Mbf -
C$450,339.80
Less amount already paid: -24,734.52
*425,605.37
Less purchaser credit: -461,605.54
Value of excess.purchaser credit: $36,000.17
j. to /»LC u. «-
(UXoU
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DEPARTMENT OF NATURAL RESOURCES 202 PRANKLINSTRET
JUNEAU, ALASKA 99001
SOUTHEAST DISTRICT OFFICE RHONE: 119071409-3000

March 1, 1903

Re: SE-205

John Schnabel

Schnabel Lumber Company
P.0. Box 595

Haines, Alaska 99827

Dear Mr. Schnabel:

We have completed our calculations concerning the purchaser credit
allowances for the SE-205 timber sale. The following Is a tabulation
of those credits:

Value of purchaser credit to date by compartment:

Little Salmon compartment: $204,637.20

Klehinl compartment: 164,697.93

Kelsall compartment:

TOTAL

It Is my understanding that the three-person review board will meet
soon concerning a review of the $52.75 per Mbf appraised figure. Since
a final decision wl likely occur soon, this is being presented to
you now for your information, and a bill will follow after the stumpage

rate is either confirmed or changed.

Paul Maki
District Forester

cc: State Forester



BULSHHED QOERNR

DEPARTMENT OP NATVhAL RESOURCES 2R3:0:Xr |§0R¢NKLINSTR'CT
JUNIAU;, AL ASKA, 9901
SOUTHEAST DISTRICT OFFICE RHONE: 19071 468-3400

September 11, 1984

Re: SE-205

Michael Chlttlck

Pacific Foreat Products, Inc.
P.0. Box 595

Raines, Alaska 99827

Dear Mr. Chlttlck:

This letter is meant to document a? telephone conversation vith Bill
Oliver a few weeks ago concerning your emergency rate redetermlinatlon

request.

The base rates as shown in Section 2b2 of the timber sale contract will
remain In effect for the duration of the current appralaal period. The
effective dace of this emergency rate will be April 1, 1982. For all
volume removed and scaled through March 31, 1982, payment has bean
calculated at the rate of $52.75 per Mbf. The enclosed sheet shows the
calculation of this stumpage rate adjustment and Its application against
earned purchaser credit. As you can see, the purchaser credit for roads
was not exhausted, and there remains an excess (unused) purchaser credit
of $36,000.17. According to Section 295 of the contract, this may be
applied to later operating periods. It Is necessary that base rates be
actually paid for the remainder of this emergency rate period.

Do not hesitate to call or write If you have any questions.

C4n/«ei*al tf

Paul Makl
District Forester

Enclosure



WALTER J. HICKEL, GOVGRNC

= 0. SX 107005
DEPARTMENT OF NATURAL RESOURCES AGTKE OB 16
ANDNE (907 762-2501

DIVISION OF FORESTRY

March 31, 1994

The Honorable Mike Miller

Chairman, Senate Resources Committee
Alaska Senate

Room 403, State Capitol

Juneau, Alaska 99801

Dear Senator Miller:

Representatives from the Governor's Office, the Department of Fish and Game, the
Department ofCommerce and Economic Development and the DepartmentofNatural
Resources have thoroughly reviewed Senate Bill 310 and the committee substitute for
that bill. W hile there were anumber ofacute concerns identified when reviewing the
originalbill, the commi tteesubstitute answers those concerns and, in some instances,
does a better job of answering those concerns than did the draft language offered to
you after the review of the original bill.

We want to thank the Senate Resources Committee for its hearings on this resource
issue. The process which resulted in the committee substitute was a useful one and
the resulting committee substitute meets the objectives and concerns of the
departments represented here.

Forest management agreements require adequate public involvement as a part ofthe
process. Good public process involves the public at the very beginning and gives
assurance that the public will affect the outcomes. Our beliefis that the committee
substitute for Senate Bill 310 does that. The two distinct public comment periods,
together comprising not less than 120 days, are necessary for a process that could
result in a contract that might last as long as 20 years. Separate from requirements
for forest management agreements, we believe that the cap on the amount of timber
that can be offered without having been in the 5 year harvest schedule, as provided
in section 2 of the committee substitute, is important.



Page 2

The Alaska Forest Resources and Practices Act and other state law apply to any state
timber sale, with the tighter restrictions for state land than for other types of
ownerships,including a timber sale using a forestmanagement agreement. However,
enforcement requires maintenance of adequate funding. Finally, wusing the
AS38.04.910 definition of sustained yield for forest management agreements s
proper.

Sincerely,
Campbell
Deputy Commissionei Division of Economic Dev~inpment
Department of Fish and Game Department of Commer m d
Economic Developmeir
/
/

/ToW s H. fioutpi', State Forester
Division of Forestry
Department of Natural Resources
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Aada Departrent o

NATURAL
BRIEFING: RESOURCES
Long Term Timber Sales /Agreements April 2, 1994
DEPARTMENT OF NATURAL RESOURCES DIVISION OF FORESTRY

Past long term timber sales. The DNK Division of Forestry (OOP) has had tavoraole experience
with long term timber sales. The long term dmber sales in Haines end Icy Bay produced General
Fund revenue and jobs in the private and public sectors. Trnnsportarion infrasfucmre built on state
land by timber purchasers in the course of these contracts is used by DOF to inc. ease stumpage prices
paid to the General Fund for recent timber sales as well as by recreationists. The lands have been
reforested with sj Wice which will be of marketable sawlog size within the lifetime of people in grade-
school today. DC*' reforestation surveys have shown that in some cases growth rates rival what can
be found in any foiest in the Lower 48.

The Haines long term timber sale started in 1979 and was concluded in 1985. The total volume
harvested was about 17 million board feet of predominately spruce. The General Fund received

r 168.623. An additional S388.428 in road construction that would have been used by the contractor to
reduce stumpage payments was lapsed to the benefit of the state for a total amount of S857.051. The
DOF ongoing timber sale program uses these main haulroads today as do other users of the Haines
State Forest. While there is no record of costs attributable only to the long term sale, the forest
management costs for tire Haines DOF office, which now offers the annual allowable cut of 8 to 10
million board feet, is 563,600 per year.

The Icy Cape I, Icy Cape Il and Extension sales began in 1983 and were completed in 1993. The
total volume harvested was about 92.9 million board feet of spruce. Over 52 million was paid to the
General Fund. These contracts required the contractor to build between 10 and 20 miles of road and
construct 10 steel bridges which are still in use today. The costs for the Yakutat and Icy Bay offices
operated by DOF at that time plus Juneau regional office costs attributable to those sales over that

period of time was 5894,000.

All of these sales brought basic lagh-wage jobs to the economy of Alaska, increasing the service
sector economies in local communities and impacting suppliers state-wide.

Forest management agreements. DOF has looked at a variety of long terra timber sale contracts,
communicated with the Province of Alberta on the experience there and read published material
critical of long term timber contracts in Canada. Management agreements have allowed more
economic stabilization than have shorter terra contracts made available to the round log export market.
Conceptually, the management agreement contractor becomes a partner in protecting the. long tenn
productivity of the forest. Management agreements can give the assurance of wood supply that is
necessary to attract timber processing investment to AJ*xa without requiring the state to make the
initial investment in timber sale design that a long term sale under existing law would require.

Management agreements cannot exempt any land management activity from the Forest Resources and
Practices Act and sustained yield requirements. Restriction of public access does not appear to be a
feature of any known long terra timber sale or management agreement.

Management agreements would need to be self-supporting under existing law and ur.u/r proposed
legislation. However, some costs are usually associated with ownership of land-based resources even
where those resources are renewable but not harvested. Management agreements have been used to
meet those costs in Canada. Deficit timber sales have not been desired or proposed by anyone.
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State Timber Saks April 2, 1994

DEPARTMENT OF NATURAL RESOURCES DIVISION OF FORESTRY
Past sales. The DNR Division ol' Forestry iDUI-i has an active, ongoing program ct timoer saies on
mrate forest land throughout Alaska. DOF ‘ells most timber competitively through oral auction or
mealed bids. Some small sales are negotiated for fair market value. DOF also issues permits to
harvest firewood and houselogs or to salvage beach logs.

From 19SS to 1993. the Division sold an average of 22 million board feet (MMBR of timber
annually. About 60% of the sales occurred in Interior Alaska, where the state owns large tracts of
white spruce and hardwoods, including the Tanana Valley State Forest. Sitka spruce and hemlock in
Southeast Alaska, including the Haines State Forest, accounted for 30% of the sales. The remainder
came from white spruce and hardwood stands in southcentral. Forest products from state land
contributed S2.6 million to the General Fund for these years. Currently, 110 sales are under state
contract, totaling 139 MMBF. For reference, that volume would supply the Seward Forest Prod™:ts
sawmiii for about 4 ye .rs on one shift or the Alaska Pulp Corp pulp mill in Sitka for 9 months.

Proposed sales. DOF proposes increasing timber sales on state lands for the next five years. For
1394 io 199S, the timber sale schedules offer an average of S4 MMBF annually. With current high
timber prices, the sales proposed for FY' 95 could generate up to S12.4 million in General Fund
revenue. DOF proposed increase 1sales in all regions. The largest increase is in the Kenai-Kodiak
area, where we propose expanded sales to salvage trees in response to the spruce bark beetle epidemic.

Timber sale process. DOF nominates timber sales by placing them on the Five-Year Schedule of
Timber Sales. Under AS 38.05.113, most sales must be on the schedule for the two cycles before
sale. Small negotiated sales and emergency sales such as beetle salvage sales are exempted from the
schedule requirement. The schedules provide an advance overview of the sale program for the timber
industry, public, and agencies.

A Forest Land Use Plan is prepared for each sale before offering. The plan describes harvest methods,
access routes, and reforestation methods. Plans serve as the preliminary best interest finding for
timber sales, and receive public and agency review.

Revenues and costs. State timber sales pay the costs of road construction and maintenance, timber
harvesting, and site preparation for reforestation. Roads built by commercial operators also provide
access to personal use harvest areas. Administrative costs such as timber sale and load layout,
contracting, inspections, public meetings and other public process requirements, and replanting costs
are paid from DOF operating funds, Because DNR must manage for multiple use, provide for public
involvement in timber sale planning, and meet higher standards under the Forest Practices Act, costs of
state sales are higher than for private sales. Depending on the value of the wood sold, revenue on
individual sales may exceed the administrative and replanting costs, or only cover pan of the cost.
However, the revenue from the overall timber sale program exceeds program costs. We offer cenain
sales that do not cover administrative costs to salvage dead timber, accelerate regeneration, and
provide jobs and income from harvesting or wood processing. DOF tries to keep sale costs low by
coordinating timber sale and Tire programs. For example, we use seasonal fire technicians to help lay
out timber sales when fire danger is low.



Timber Sale Volume (MMBF) - 1988 to 1993

RFCION 1988 1989 1990 1991 1992 1993 AVERAGE

Southeast 6.5 5.7 18.1 0.1 0.1 9.7 6.7
- Ketchikan Area

- Juneau Area

- Haines Area

Southcentral 4.5 2.0 3.4 0.6 15 1.1 2.2
Kcnai-Kodiak Area

Mat-Su Area

- McGrath Area

- Copper River Area

Northern 16.5 13.9 14.3 9.5 9.1 18.6 13.7
- Fairbanks Area

- Tok Area

- Della Area

TOTAL 27.5 21.6 35.8 10.2 10.8 29.5 22.5

Proposed Timber Sale Volume (MMBF) -FY 95 to FY 98

REGION FY 94 FY 95 FY FY 97 FY 98 AVERAGE
Southeast 7.5 34.8 6.0 6.7 37.9 18.6
Southcentral 7.0 80.0 32.0 47.1 72.4 47.7
Northern 11.2 18.0 18.7 20.0* 20.2* 17.6
TOTAL 25.7 132.8 56.7 73.8 130.5 83.9

* The Tanana Valley Stale Forest Management I’lan update is reviewing potential for additional hardwood sales. If approved,
such sales could significantly increase the volume sold in FY 97 and following years.



Alaska Environmental Lobby, Inc.
Phone: 907-4&3-33G6

w :@ PO. Box 22151 Junt.au, Alaska 99B02 Pax: 907-403-3312

SB 310: A Timber M andate for State Lands

SB 310 significantly changes state forest policy by promoting long-term contracts called
Forest Management Agreements, making timber harvest the priority on state lands, and

diminishing public participation.
The Alaska Environmental Lobby opposes SB 310. This legislation:

"Authorizes the Commissioner of DNR to negotiate long-term contracts
(Forest Management Agreements (FMA’s)) with big timber companies. SB
310 mandates DNR to annually solicit FM A’s for up to 20-year timber cutting contracts
with possible contract renewals. This is a public resource giveaway which will lock up
portions of state lands for years. These contracts are also likely to cost the state money.
(See AEL 5 position paper on long-term contractsfor more information)

"States that “The primary purpose in the establishment of state forests is
the development of commercial forest land...”. EXxisting uses such as
subsistence, hunting, fishing, tourism and outdoor recreation would become secondary to

large-scale timber development.

"Allows two sales under 500,000 board feet to be sold yearly in a region,
as well as “emergency sales,” without the normally required two year
scheduling by DNR. These sales would be subject only to a 30-day public notice.

4/1/94
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taska Environmental Lobby, inc.
Phone: 907-463-3366
P.0. Box 22151 Juneau, Alaska 99H02 Fax: 907-403-3312

The Haines Long Term Timber Sale
Lost M illions of Dollars

The State lost more than eight million dollars between 1979 and
1985 in a Haines long term contract. This money was lost in road credits,
subsidies, infrastructure, and management costs. After the mill closed several
times, the state canceled the contract in 1985.

DNR's briefing paper on long-term timber sales claim* rt-at the DNR
Division of Forestry made a profit on this sale. Howe the attached
documents show that the Division of Forestry cI< j lost money
on the Haines long term timber sale.

*DNR spent more than $1 million dollars for the Haines
Forestry Office related to the sale of timber during five
years of that sale. Before bankrupcy, DNR owed the contracter
more than $388,000 in purchaser credits due to road construction.
In other words, the costs of road contraction exceded the timber
stumpage due to the state by $388,000.

*In addition, the state spent and lost about $7 million dollars
more in mill-related investments, via the Alaska Resource Corporation,
which is similar to AIDEA.

4/25/94
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n Timber soldi DNR Stumpaget e*n*ph f 469,176.92
hbt (tQ July 14# 1994)
r n Purchaser Credits f 461,605.54

la%u r'ien'l/g j |t0 March 31, 1982)
Purchaser Credits I 396,000.00
© (DNR estimate to July 14, 1904)

| 388,428.62 DEFICIT
Stumpage Due
Less Purchaser Credits
As Of July U, 1984 11,000,000.00
X Cost of Haines Porestry O ffice
72fT Portion of Coats Related to Sale
(27 of Timber

*

$5,600,000.00
J* ARC Investment to SLC/PPP
$1,300,000.00
Interest on ARC Funds as of
Filin for Chapter 11 by PFP
’ i ’ s 1000)0.00
Administration Costs to ARC,
Revenue, Commerce to manage
ARC investment
$8,388,428.62
Total Revenue/lLoss to state
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DEPARTMENT OF NATURAL RESOURCES TR ALQUCHBY AVENUE
PHONE: (907) 465-2491
DIVISION OF FORESTRY

January 30, 1985

Honorable Peter Goll
Alaska House of Representatives

Pouch V
Juneau, Alaska 99811

Dear Representative Guix:

The Information In this letter Is meant to supplement the Information |
sent to you In my letter of January 24, 1985.

The figures shown below represent the annual budget allocation to the
Southeastern Region of the Division of Forestry for the Haines State
Forest project (formerly referred to as 'Haines Timber Sale'). The fig-
ures represent the budget allocation for the five basic budget segments
for fiscal years 1981 through 1985. Prior to fiscal year 1981, our
activities at Haines were funded along with all the other activities of
the Southeastern Region (Including land & water management activities).
Therefore, | am not able to determine thr.t portion attributable to

Haines operations.

FY-81 FY-82 FY-83 FY-84 FY-85V

Allocation (Thousands of Dollars)

Personal Services— 142.9 179.7 193.7 198.1 252.6V

Travel and Per Diem 5.5 7.0 8.5 8.5 8.5

Contractual Services 6.8 14.5 14.9 19.8 19.8

Commodities 1.8 3.7 3.8 3.7 3.7

Equipment -0- -0- -0- -0- -0- *
TOTAL 157.0 204.9 220.9 230.1 284.6

1/ The allocation for personal services Includes partial funding
for a few positions located In Juneau due to seasonal or
administrative responsibilities related to the Haines work.

2/ Expenditures for the current fiscal year, FY-85, total $133,600
for all five categories and represent expenditures current
through December 15, 1984 for personal services and expendi-
tures current through January 30, 1985 for other categories.

3/ The Increase over prior year Is due to a few positions, for-
merly partially-funded In other projects, now funded in this

project.



From Tey T, Bredy To: Rep. MecLean 1 Rep. Lanon Detax 43QM Ti-ne: 82812 Page 10F2

Facsimile Cover Sheet

To: Rep. MacLean & Rep.

Larson
Company: House Finance Committee

Phone:
Fax: 465-2278

From: Terry T. Brady
Company: ALASKA HUSKY WOOD
Phone: (907)333-9462
Fax: (907)333-9462

Date: 04/30/94
Pages including this 2
cover page:

Comments: Isent a telefax indicating that SB 310 (Forest Management Agreements) should
not increase state costs, despite some bureaucrats information to the contrary. Now lam
sending a telefax to indicate that putting State and Municipal timberlands into production
will result in gains to both the public and private sectors of Alaska.

I base this on USDA FS research as to the estimated volume and acreage of State of Alaska
and Municipal timber as of the end of 1987, and transactional figui »as of the end of 1993.
... all based on a 100 year rotation cycle (1/100 of the state and municipal commercial
forest land would be harvested each year), and a compounded growth rate for new timber
of 1.5% per year (very conservative at this time). This is all based on constant 1993 dollars,
and a 2.5 multiplier to indicate impact on the annual economy of the State of Alaska.

These figures do not include potential forestry contribution to the State's economy from
federal lands, including the two national forests, or Native corporation lands. The State and
Municipal lands hold about 18% of the timber resources (volume) within the State of
Alaska, so you can compute what the contribution of this replenishable natural resource
can be to Alaska, while harvesting only 1% of the State and Municipal commercial
forestland land per year. (This would be 0.0004% of all the forested lands ol Alaska - and
about 0.0001% of the total lands of Alaska - per year, to add $1 billion yearly to the
economy. Hope this is helpful in deciding the fate of SB 310 .... particularly when it Is
considered we are now losing State spruce forest land at a rate of 10% of the interior
spruce forest per year... which compounds the tragedy of "not utilization™ of replenishable
resources.



Fraom Tory T. Brady To: Rep. MacLean BRep. Larion

i
Dele: 4&)\,?4 Tine: 082920

POTENTIAL CONTRIBUTION FROM FORESTRY

STATE OF ALASKA & MUNICIPAL COMMERCIAL FOREST LANDS ONLY

State of Alaska. Municipal
Volumes at Start of Period (1987)
Rotation inYears

Avg. O0d. R perCu. Rt

Acres per Year Harvest (constant)

Volumes atStartofPeriod (1987)
Compound Annual Tree Growth

Average Annual harvest Over Rotation Period

Value in Constant 1993 dollars

Constant Dol lars over Rotation Period

Pag* 20 2

Forested NetVolume Avg. Harvestable
Volume/Acre
Acres  aft (millias! a.ft bd. 1
4.822_000
100 7.845 1,627 5,6%4
35
Annual Harvest
< aft bd. £
48.220
78.453.000 274,585.500
1.50%
179.502.852 628.259.980
Values -Year 1 and Over Rotation period
Stumpage per MBE $Per Year
$50 $Rer.Year.1 $13,729,275
$Per Year Avy. $31,412,999
Log Value per MBF
$350 SEerYeall $96,104,925
$ Per Year Avg. $219,890,993
As Finished Product
$850 $PerYear! $233,397,675
$Per Year Avg. $534,020,983
Economic Multiplier
2.5
Rotational
Avg. Economic Value to State
As_Logs
$ Per Year $549,727,483
$ Per Rotation $54,972,748,291
As Finished Product
S.Ber . Year $1,335,052,458
$Pei-RQlalion $133,505,245,849

Note: All calculations based on log scale
Sources of Information: USDA FS , Forest Statistics of ihe U.S., PNW-RB-169,1987

ond Alaska HuskyWood April 29,1994
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W\é 1he undersigned citizens of Alaska oppose Senate Bill 310.

Mo1mv
W\é recommend that the House of Representatives of He Slate of Alaska reied Senate Bill 310.
W want the timber industry to provide evidence from its historical record elsewhere
Ihat il can practice sustainable, value-added development al a profit
before il is permitted lo experiment on Alaska's fonsl.s. our homes.
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Wethe undersigned citizens of Alasb oppose Senate Bill 310-

W\ recommend Ihat the House of Representatives of the State of Alaska reject Senate Bill 310.

W& want the timber industry to provide evidence from its historical record elsewhere
Ihat it can practice sustainable, value-added development at a profit
before il is permitted to experiment on Alaska's forests, our homes.

Printed Narre Address
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SAM BISHOP. Editorial Psgs Editor 46M68L (Ext. 274
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t Forest bill needs tempering

$:Ui+ Alukgi* going to benefit from the long-term
foraat agreement* propoeed by eome of our legisla-
tors, the agreements must be done right—economi-
cally and environmentally. ~ "T -vsilL-i-—* "~V

Some signs inJuneau Indicate that goal may not
be getting the _sup;lz)ort it deserves. The bill allowing
the'state oassmgw arge tractaofforest landtosingle
companies hss bypassed the House Finance Com-
mittee. ostensibly because Itwould have pioeffect on
state flitinrci

ﬂ» The 'esaertion Is questionable at best. First,

orest management agreements will earn some
money for the state through stumpage fees- Second,
such agreements will coat the state because they
will, if done right, require. much more Intensive.
forest Inventories and oversight.

Bett~r Inventories are necessary both to protect
the state and the forest. ,j : <
m Alaska should never find itself in the position
faced by Alberta, Canada. It committed to_huge
forest management agreements yean, agr;]o without
proper inventories. Now it turns out there Isn’t
enough wood on the land they assigned to the agree-
ments, so the province la looking fo its park land to
meet its commitments. - 1

. More important, thorough inventories Vo he
critlcal to the long-term health of our forest under
management agreements. Scientists and our own
Intuitions tell us that truly sustaining the foreet re-
quires corridors of undisturbed land along streams
and across watersheds to allow travel of beneficial
animals, birds and Insects. Old growth nodes must
be leftto*act as “aeed” areas for the plants, soil
bacteria abd fungus essential to healthy torests. De-
tailed inventories help make such Ideas work,

Jj 'm Besides acknowledging the need for complete
Inventories, legislators ought to consider a few other
changes to Senate Bill 310; It should create a public
process that would set the maximum amount of
acreage to be covered inagreementa at one time and
the maximum amount to Be placed In new leases In
any one year. That would address concerns that a
pro-Industry administration will tie up too much of
our. beat land, leaving local useVs with the dregs.

The current bill also lets the commissioner of
natural resources commit the state to paying, for
much or all of the industry’s roads, scaling Services
and reforestation. That would be coatly work, but the
bill only requires the commissioner toevaluate prop-
osed management agreementa for economic be-
tnefn:s tothestate. e need a statement of liabilities,

00.

Knowledge of those liabilities is particularly Im-'
portent given experiences in Canada, where Some
pulpmills with forest agreements have required out-
rageous subsidies. Crifics of forest agreements sus-
pect such subsidies are the only way Alaska will be
able to compate with South American and Southeast
Asian pulp mills.

. Ifthat’s true, the public needs to know so It can
hit the kill twitch.
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Alaska doesn'’t need cut-and-run timber industr
CTIMPASS ritting asiae their extravagant craims for

By LANE THOMPSON

FAIRBANKS — For an idea of how
the large-scale timber harvests
allowed under Senate Bill 310 will
affect the entire state, it is useful to
see what the proponents have in mind
for the Tanana Valley. A Fairbanks
Daily News-Miner feature on SB 310
on April 3 brings back the words of
Benjamin Disraeli, “There are three
kinds of lies: lies, damned lies and
statistics."

The News-Miner prominently dis-
played the “fact" that the “Tanana
Valley contains about 29 million acres
(total) of forest resources.” A News-
Miner article then quoted state of
Alaska forestry economist Frank
Seymour: "There are 30 million acres
of forest in the general area. The most
ambitious plans I've heard would
harvest only 10 to 15 percent of that
acreage."

Now it is true that there are about
29.1 million acres in the Tanana Valley
basin.

But are they really forest? These
so-called “forested” acres include the
summits of Mount McKinley, Foraker,
Deborah, Hess, Hayes and half the
Wrangell mountains. They contain all
the north-flowing glaciers from these
mountains. They contain all the rivers,
sloughs, river bars, lakes and swamps
in the Tanana Valley. They contain all

Stop Humane Society

POUJI  Of VILW tROM OUR COMMUNITV

of Tanana Valley's bare uplands, all its
millions of acres of tussocks and
hummocks. Is including these acres as
"forest" what the proponents of Senate
Bill 310 call straight talk?

Seymour’s “10 to 15 percent of that
acreage" would harvest 2.9 million to
4.4 million acres. If we leave out the
military and U.S. government acres
(12.6 million), the total acres remain-
ing in state and private hands are 175
million acres.

No accurate inventory exists of
forest resources within this area. But
we would be lucky if even one-third of
that area, 6 million acres, is what
foresters call "commercial forest" or
what the normal citizen thinks of when
someone says “forest” or “forest
resources." To harvest "only 10 to 15
percent” is actually between 50 and 75
percent of the forest. Of course, the
percentages to be cut would be even
higher in the easily accessible areas,
the areas people use along the roads
and rivers.

Seymour is further quoted saying
that “a thriving forest industry could
create as many as 5,000 to 10,000

It is time to use Humane Society tactics! Write
to major Ilditarod sponsors and say, “Thanks for

the support "

new jobs,

clearly envision a degree oflogging that

will result

Tanana Valley.

felling, transporting and processing
jobs in the Interior.”

Ron Ricketts, of Fairbanks Indus-
trial Development Corp., who is
acknowledged as a prime supporter
and backer of Senate Bill 310, has
stated that logging 100,000 board-feet
a day, 4,100 acres per year would
employ 100 people per year in felling,
transporting and processing.

Using Seymour’s low figure of
"5,000 jobs” results in a forest cut of
200,000 acres per year. Using the
proponents' jwn figures, this rate of
cutting over the 40-year extended life
of a forest management agreement
would result in a total cut of 8 million
acres!

They would have to cut every tree
in the Tanana Valley not on the
military reservations! And it takes
these trees an average not of 40 years,

the proponents of SB 310

in massive deforestation of the

but of 100 years to grow back.

Putting aside their extravagant
claims for new jobs, the proponents of
SB 310 clearly envision a degree of
logging that will result in massive
deforestation of the Tanana Valley.
Behind Senate Bill 310 is the idea to
use the state forest as a gateway to the
adjacent forested lands where cutting
regulations are weak or nonexistent,
such as the lands selected by the
Mental Health Trust, by the university
and by the Native corporations.

SB 310 has passed the Senate and is
now in the House. The Democrats
have offered a number of serious
amendments and compromises: To put
a limit on massive clear-cuts. To
prevent hidden subsidies by state
agencies. To require payment of fair
market value by timber corporations.
To protect multiple use. To protect

)i).

small Ioggers. To myen,torz the trees
on hand before distribufing these
20-year contracts to the multination-
als. " To do a simple cost-benefit
analysis showing whether the state
gainsorloses from thisbill,.

Each of theseamendments offered
by the Democrats h”s been voted
down bK the Republican _majorit
under the iron hand’ of The' bill's
sponsor. Sen, ! Steve -F?rank, who
controls all bills coming through the
Senate Finance Committee. o

Should SB 310passthe House it will
provide the legal conditions to create
massive clear-cuts in the Tanana
Valley within the next 20years. There
is no reason to limit these clear-cuts to
the TananaVaIIe{.ShouIdSB 310pass,
the1ycan.happe.n hroughout the state.

he inhabitants of the Tanana
Valley and the state do not need
another boom industry that cuts and
runsin 20years. We need a IonP-term,
sustainable timber industry for the
next 20Cyears. ,

Wedo'notneed anew law thatgives
out-of-state timber corporations .and
loggers the right to rapidly deforest
the Tanana Valley and othér areas of
Alaska. -

j _Lana Thompson la a professional civil an-
ginaar who *tartad work In Fairbanks as a
surveyor In 1950.

the Humane Society, which it against some-

thing?

J

Search me. The last time | looked, a positive

plusanegative added up to a zero.
This is not to imply that any of these
«>ri>mi7.-itions i* hotter than nnv other, nr that any



DT: 5/3/94 PLEASE COPY TO ALLCOMMITTEE MEMBERS
FR: Jim Sykes

TO: Rep. Ron Larson and House Finance Committee Members

RE: Testimony on SB310

My name is Jim Sykes, my residence is northeast of Talkeetna in the
Susitna Forest. lam a candidate for Governor. | believe it is unwise
for you to cut-out the public from testifying on SB310, which has
enormous financial and natural resource implications. It looks to me

like the bill also cuts out the public.

Ibelieve you are headed fordangerous legal territory with SB310, and
guite frankly Idon’t see the need foritt We do Comprehensive plans,
coastal zone management plans and community plans to prioritize
likely uses. 1l chaired a long community planning process for the 300
square miles of the Chase Comp Plan. Our forest is one of multiple
uses, like most forests. This bill creates an unnecessary conflict with
the already established planning process and prioritizes trees for
commercial timber harvest. The proposed amendment to Section 5

should be stricken.

You should also be aware that where plans are in conflict, it triggers a
higher level of review before industry can proceed. For example, if
the federal government wants to do something that goes along with

an existing management plan, only an Environmental A ssessment

may be required. |Ifthe project is in conflict with a plan, the National
Environmental Policy Act kicks in and a full Environmental Impact
Statement is required. This bill could actually create that kind of
conflict.

W orse than that SB310 gives the DNR Commissioner almost god-like
authority to develop w hatever long term forest management
agreements she or he feels like. It definitely shuts out the public
process, where there is already not enough citizen participation. If

you don't have an example of what an FMA is going to look like, you



shouldn't pass legislation giving full authority to the DNR

Commissioner to figure itout in the absence of public process.

The worst part of this proposed system is that we are basically paying
people to cut down our trees and cart them off. We lose in two ways--
getting only 10 cents in return for every dollar spent, and the resource
is gone. Former State Forester Ted Smith testified before the Chase
Comp Plan committee that the Susitna Forest could not be profitable
without subsidies for roads and bridges. |It's time for the state to wise
up and quit being the sucker for anything that sounds like economic
development. W e have to ask who benefits while the state pays. The
fiscal note could be millions. Round 1logs could be exported to

foreigners without restriction.

Section 2 ¢ is one of those "One-size-fits-all" kinds of laws that won't
work. Exempting a sale of a half million board feet in Southeast
Alaska might be 20 acres, in my forest it might be 200 acres. Timber
sales should be made on an as needed permit basis for sales lasting
up to 5 years in length. All timber sales should have extensive public

input from communities most affected before they are considered.

Several years ago the values of tourism, recreation and remote uses
were figured to have a yearly financial benefit greater than cutting
down and selling the entire Susitna Forest. We have a multiple-use
forest where recreation is the primary benefit along with local loggers
who historically cut from 500-1500 acres a year. Large FMA’s cut out
small time loggers who are adding value to the local economy instead

of c.eating a few short-term jobs thatthe FMA’S might create.

In summary, lhope you will make a wise decision and NOT PASS this

legislation. It's not needed. If it ain't broke don't fix it-and it ain't

broke.



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
1907) 405-3867 or 465-2450

FAX (907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105
MEMORANDUM April 30, 1994
SUBIJECT: Sectional Summary - HCS CSSB 310(RES) (Work Order No. 8-
LS1558\D)
TO: Senator Steve Frank
Attu: Rick Solie
N -
FROM: Jerry Luckhaupt.

Legislative Counsef

You have requested a sectional summary of the above-described bill. As a
preliminary matter, please note that a sectional summary of a bill should not be
considered an authoritative interpretation of the bill - the bill itself is the Lest
statement of its contents.

Section 1 of the bill amends AS 38.05.112 relating to forest land use plans by allowing
isolated sales of 50,000 board feet or less to be sold without the adoption of a site-
specific forest land use plan; by limiting the specific information from other agencies
the commissioner must base land use plans upon; by limiting when the requirements
of AS 38.04.065(b) must be considered in land use plans; and by requiring the
commissioner to document any finding that commercial timber harvesting is an
incompatible use in plans prepared under AS 41.17.230 and 38.04.065.

Section 2 of the bill amends AS 38.05.113(c) by providing that sales of timber under
500,000 board feet and emergency sales are exempt from the requirement of
AS 38.05.113 that all sales must be reflected in the two five-year schedules of sales
preceding the sale, if public notice of the small or emergency sale is provided. This
section also provides a maximum amount of exempt sales for each region.

Section 3 of the bill amends AS 38.05 by adding a new section to provide that the
commissioner of natural resources may enter into forest management agreements
with persons so that the person may enter on state forest land and select, harvest,
and regenerate timber. Detailed procedures for these forest managementagreements
are provided.



Senator Steve Frank
April 30, 1994
Page 2

Section 4 of the bill amends AS 41.17.060(c) relating to standards fortheadministra-
tion of state and municipal forest land. The addition of newparagraph (8) is merely
a continuation of the reforestation requirement previously contained in AS 41.17.060-
(b)(4) which is repealed in bill sec. 9.

Section 5 of the bill amends AS 41.17.060 by adding a new subsection (d) which
modifies the reforestation requirement as to private land previously contained in

AS 41.17.060(b)(4) which is repealed in bill sec. 9.

Section 0 of the bill amends AS 41.17.200 to restate the primary purpose of state
forests.

Section 7 of the bill amends AS 41.17.200 by adding a new subsection providing the
commissioner of natural resources with direction for the management of state forests.

Section 8 of the bill provides a severability clause.
Section 9 of the bill provides a repealer.

GPL:pl:mi:lmb
94-136.1mb
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Back the forest agreements

proposals to quadruple die rate o( timber har-
vest in the Tanana Valley predictably brought pro-
tests during the pastlew years from a limited com-
munity of interested people in Fairbanks. But Sen.
Steve Frank's proposal this winter to mandate the
leasing of forestland to Large corporations drew out-
rage from a much broader group.

The burgeoning protest reflected concern about
specific language in the bill that undermined public
comment opportunities, sustained yield principles
and multiple-use mandates.

Many of those objections to SB 310 were on
carget. But when Sen. Frank pruned (he bill to
address many of the problems, the protests didn't
die.

The bill brings up a philosophical debate that
tends to evoke strong opinions. Should natural re-
sources be managed In such a way lhat favors use by
Individuals and small companies or use by nai sal
and multinational corporations? Alaska has seen its
share of such debate, dating back to the battles over
corporate fish traps on our rivers.

We decided against the fish traps, but Ihat
doesn't mean we should decide.against corporate
use of our timber. It seems tha debate should not be
over big vs. small, but over costs vs. gains. And the
gains from well-designed forest management agree-
ments appear to outweigh tha costs.

Shutting down (ha corporate fish traps helped
Alaskans more than it hurt becauaa our Individual
residents could still tap tha full potential of the re-
source. Butthe individuals and small companies us-
ing the Tanana Valley foresttoday aren't Lapping its
potential benefits. And neither an tha few big oper-
ators that wa do attract—they just load the whole
logs onto railroad cars In Nenana and ship them to
Japan. They have no Incentive to investIn the kind ot
processing plants here that would return value to
Alaskans.

Forest management agreements, with the
associated processing plants, would help us tap the
economic valuo our forests possess. Such value,
which will became mon important aa our oil wealth
declines, notonly will be found In Jobs and incoma to
tha stats butalso in mors stable habitat for soma of
our more edlbla wildlife such ss moose and hares.
Tha balance should be positive as long as tha slate
charges market-based fees for the timber, refrains
from dabbling in subsidies and sets aside plenty of
forest land outside tha agreements for other users.
We can enforce those conditions through the public
process.

315 o*r caov

The quest for economic value cannot eclipse our
foresight and responsibility to the land, though.
Forest management agreements must be done right
and contain a public process to ensure that they are.
Frank's original bill didn't meet those standards. (I
advocated alimber cutting conceptcalled “variable
periodic output" that seemed to allow the sustained
yield principle to be ignored simply lo boost the
forest's productivity. That wna particularly worri-
some because the bill also apparently exempted the
stale from inventorying trees under forest manage-
mentagreements. The combined effect could be dis-
astrous for certain foresttypes and wildlife habitats.

The Tanana Valley's few million acres of com-
mercial-level forest are not the productive gardens
of ihe Pacific Northwest. So we must be extra care-
ful with forest management agreements on them.
We need detailed Inventories by forest type. Cutting
must adhere to the sustained yield Ideal within each
of those types, with consideration for losses to lire.
disease and man's encroachment.

To a certain extent, we must trust lhat ihe Divi-
sionof Forestry personnel will meet those goals. The
revised SB 310shouldn'tprevent them from doing so.
In fact, it may help them by creating (he justification
forinventory funding thatthey can'tobi? in now. And
Itoffers a way thatcitb.ens can object ifthe goals are
not met.



Representative oun

Our Haines Area O ffice sent me a list of the units cut under the Long
Term Timber Sale Contract, and it also shows the acreages harvested
within each of those units. It appears as Attachment #1. |I've also
Included as Attachment #2 several hand-tabulated records showing volumes
removed from specific units; some of the earlier units were not similarly

recorded, however.

And finally you have asked for some information concerning expenditures

relative to the Haines area activities. | am attempting to compile
that Information now and plan to have that information to you early
this coming week. | would like to point out, however, that we are
several years ahead on our sale layout work for the Long Term Timber
Sale. Accordingly, we will not be filling vacant positions in Haines
this field season. In fact, several of the positions will be moved to

other areas within the State. Although our reorganization has not been
finalised yet, we are contemplating operating In Haines with only two
full-tim e and three seasonal positions this season.

I hope that this Information answers your questions. And as | stated
before, when | have the other Information, | will pass It on to you.

Sincerely,

Paul Makl
Regional Forester

Attachment
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SB 311
March 22, 1994
Page 2 of 3

Bill Analysis

This bill would allow taxpayers to claim credits against fisher/ resource landing taxes payable
for qualified contributions made by taxpayers not harvesting fisheries resources under a
community development quota (CDQ). Credits could be claimed on contributions made after
July 1, 1994 and be applied to fishery resource landing taxes paid after June 30, 1994

Section 1 requires that taxpayers apply to Department of Revenue to obtain the credit and
authorizes the Department to establish procedures for expediting review and approving credits

subsequent to public comments.

Section 2 authorizes the Department to revoke a prior approval of a tax credit if the
Department determines that the contribution does not qualify for credit or if the taxpayer is in

arrears in payment of taxes under AS 43.

Section 3 provides for a credit of 13.65% of the tax due on fishery resources not harvested
under a CDG consistent with the 45.45% CDQ credit. The original 50% CDQ credit was
reduced to 45,45% to effectively preclude a credit from being taken against the portion of the
tax destined for ASMI. The 13.65% credit is essentially a 15% credit reduced in a similar

manner.

Section 4 amends the landing tax revenue sharing provisions so that the state absorbs one-
half the amount of tax credits in calculating amounts shared to municipalities. Amounts to be

shared are subject to legislative appropriation.

Operating Costs

This bill would not require any additional operating costs. Existing staff will review
applications for credits, process fishery resource tax returns which otherwise would be
received by the Department and share tax amounts collected. Tax return forms will be
modified to specify credits being claimed from fishery resources not harvested under a CDQ.

Revenue

Since the fishery resource landing tax just took effect January 1, 1994, historical data is not
available to determine the extent of contributions which would be made and credits which
would be claimed under this bill. Based on the Department's fiscal note submitted last year
for the landing tax bill (CSHB 264(FIN)), total landing tax revenue after deducting the portion
for ASMI was estimated to be $3.6 million.

loo:se314ill



SB 311
March 22, 1994
Page 3 of 3

Revenue (Continued)

Assuming all landing tax revenue above was attributable only to fishery resources not
harvested under a CDQ and the maximum amount of credits was claimed (13.65% of the tax),
maximum revenue loss under this bill would be S586.950 as calculated below.

With Without
SB 311 SB 311
Gross Tax $3,600,000 $3,600,000
Maximum Credit (13.65%) (1,173,900) 0
Net Tax (Gross Tax - Credit) 7,426,100 8,600,000
Amount Shared (50% of Net Tax) 3,713,050 4,300,000
p.c’r\r._ngWith_;,L_- eq M Without If Increase
NS E ffaii;;-r;™ TysfSB 311 -IM ;L (Decrease)
Net Tax 7,426,100 8,600,000 (1,173,900)
Less Amount Shared (3,713,050) (4,300,000) 586,950
Net Amount Retained by State 3,713,050 4,300,000 (586,950)

icoid3L i hi
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Chcnoweth
4/8/94
AMENDMENT
3 -1
OFFERED. IN THE SENATE
TO: SB 311 _ i >
AmenSRTAIRGRE £
Sill Nun
Page 1, line 6, after "credit,": Sponsor.
Logged 1

Delete "and"

Page 1, line 7, after "tax":
Insen ", and amending the fishery resource landing tax to eliminate claim of the

credit for contributions of capital”

Page 1, following line 9:
Insert "* Section 1. AS 43.77.040(a) is amended to read:

(a) A taxpayer who harvests a fishery resource under the provisions of a
community development quota may claim as a credit, against not more than 45.45
percent of the tax under this chapter that is due on the value of the fishery resource
harvested under the community development quota, the taxpayer’s contributions made
during the tax year to a nonprofit corporation incorporated under the laws of the state
that are used by the recipient for one or more of the following purposes:

(1) scholarships for study in the state in the disciplines of fisheries
management, fisheries business administration, or another related course or discipline;
(2) training in the state for employment in the seafood industry;
(3) [MAKING CONTRIBUTIONS OF CAPITAL, IN THE FORM OF
LOANS OR GRANTS, TO CONSTRUCT OR IMPROVE
(A) TRANSPORTATION FACILITIES IN THE STATE

SUCH AS AIRPORTS AND DOCKS THAT ARE USED FOR THE

UNLOADING, TRANSFERRING, OR SHIPMENT OF FISHERIES

PRODUCTS; OR

(B) FACILITIES IN THE STATE AT WHICH FISHERIES



8-LS1317NK.2

PRODUCTS ARE CANNED, FROZEN, OR OTHERWISE PROCESSED
FOR INVENTORY, INCLUDING FLOATING FACILITIES THAT ARE
DOCUMENTED UNDER THE LAWS OF THE UNITED STATES AS
DEFINED IN 46 U.S.C. APP. 801,

(4)] awarding grants for research projects relating to Alaska fisheries."
Page 1, line 10:
Delete "Section 1."

Insert "Sec. 2."

Renumber the following bill sections accordingly.



tfish v. T A 3

SB 311 PROPOSED AMENDMENT p)*00 P71. P)
V-o0
Sec. 1, page 2, line 5, delete all underlined language and replace with the following:

A nonprofit corporation may apply to the department and request a written
determination that the intended use of contributions by the nonprofit corporation for a
specifically designated program satisfies one or more of the requirements of AS
43.77.040. A written determination issued to the nonprofit corporation is department
approval under this section of contributions by taxpayers to the corporation.

DRAFT
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SENATE BILL NO. 311
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE FINANCE COMMITTEE

Introduced: 2/14/94
Referred: RES, FIN

A BILL
FOR AN ACT ENTITLED
"An Act authorizing a credit against the fishery resource landing tax for certain
contributions made by taxpayers not harvesting fisheries resources under a
community development quota and for contributions based on fishery resources
not harvested under a quota made by taxpayers harvesting fisheries resources
under a community development quota, amending the manner of calculating the
amount available for revenue sharing by operation of thir credit, and expediting
agency review of the credit applications under that tax; and providing for an

effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.77.040(b) is amended to read:

(b) A taxpayer who makes a contribution that qualifies for the credit

authorized by (a) or (e) of this section must apply to obtain the credit. The taxpayer

$110311a -1- SB 311
New Text Underlined [DELETED TEXT BRACKETED I



shall apply lo the department in the manner provided by the department by regulation,
and shall provide to the commissioner all information relating to the contribution that
may be required by the department. Upon receipt of a complete application, the
department, in consultation with the Department of Community and Regional Affairs,
shall approve or disapprove the application for the credit within 60 days. On
application by a nonprofit corporation, if. after notice and opportunity for public
comment, the commissioner determines that all contributions to the nonprofit
corporation would be used exclusively for a purpose that qualifies for the credit
under (a) or (e) of this section, the commissioner shall establish a procedure for
expedited review and approval of credit applications relating to contributions to
that corporation.
* Sec. 2. AS 43.77.040(c) is amended to read:

(c) The department shall revoke a prior approval of a tax credit and may not
allow a tax credit under this section if (1) the department determines that the
contribution does not qualify under (a) or (e) of this section; or (2) the taxpayer
claiming the credit is in arrears in the payment of a tax levied in this title. For
purposes of this subsection, a taxpayer is not in arrears if the payment is under
administrative or judicial appeal.

* Sec. 3. AS 43.77.040 is amended by adding a new subsection to read:

(e) Each of the following may claim a,, a credit, against not more than 13.65
percent of the tax under this chapter that is due on the value of the fishery resource
not harvested under a community development quota, the taxpayer’s contributions
made during the tax year to a nonprofit corporation incorporated under the laws of the
state that are used by the recipient for one or more of the purposes set out in (a) of
this section:

(1) a taxpayer other than a taxpayer who is eligible for a credit under
(a) of this section;

(2) a taxpayer who is eligible for a credit under (a) of this section, but
the credit under this subsection may be claimed only from contributions that arc made
from the value of the fishery resource that is not harvested under a community

development quota.

311 -2- SBO3Ua
New Text Underlined [DELETED TEXT BRACKETED]



! * Sec. 4. AS 43.77.050(b) is amended to read:

2 (b) After payment of the amount determined under (a) of this section, the
3 balance of the tax collected under this chapter shall be paid into a separate account in
4 the general fund. The annual balance in the account may be appropriated by the
5 legislature for revenue sharing under AS 43.77.060. Before making the payments
6 to municipalities authorized by AS 43.77.060. from amounts payable to
7 municipalities under AS 43.77.060(a) - (c) the commissioner shall deduct

8 (1) the entire [THE] amount of [ALL] tax credits authorized bv
9 AS 43.77.040(a) that have been approved by the commissioner under
10 AS 43.77.040(b).;_and

11 (2) one-half of the amount of tax credits authorized by
12 AS 43.77.040(e) that have been approved bv the commissioner under
13 AS 43.77.040(b) [SHALL BE DEDUCTEDFROM AMOUNTS PAID TO
14 MUNICIPALITIES UNDER AS 43.77.060(a) - (c)].

15 * Sec. 5. If this Act takes effect after July 1, 1994, this Act isretroactive to July 1,1994.
16 * Sec. 0. This Act lakes effect July 1, 1994, andapplies tofishery resource landing taxes

17 paidafter June 30, 1994.

SB031la -3- SB 311
J/eW Text Underlined [DELETED TEXT BRACKETED]



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

(907) 465-3867 or 465-2450
M X (907) 465-2029 130 Seward Street, State 409
Mail Stop 3101 Juneau, Alaska 99801-2105
MEMORANDUM April 9, 1994
SUBJECT: CSSB 311 (Finance) (Work Order 8-LS1317\0)
TO: Senator Drue Pearce, Co-Chair
Senator Steve Frank, Co-Chair
Senate Finance Committee
FROM: Jack Chenowet
Legisl
The committee substitute porates two amendments provided to me by

committee staff.

Please look at my reworking of the amendment set out at the end of bill section 2.
Under the language that was provided, the Department of Revenue would be asked
to determine "that the intended use of contributions by the nonprofit corporation for
a specifically designated program" would satisfy one or more of the requirements of
AS 43.77.040. Now I assume that the reference to section 040 is one to the eligible
list of uses under AS 43.77.040(a), and have inserted a reference to that specific
subsection. More significantly, | have, at the very end of the insert added the
following words as a limitation: "for the specifically designated program for which the
department’s written determination was issued." | assume that you dont want the
department to approve contributions "for a specifically designated program™" and then
be required to give the credit when the contributions are merely given to the
nonprofit corporation without also being subject to the requirement that they be
applied to the approved program.

The change in language in AS 43.77.040(b) necessitated a modification of one
provision of the bill title.

JBC:pl
94-299.pirn



r ® WALTER J. HICKEL, GOVERNOR
"l Iul la!!!: I%IJI Ml:/n «a) JIL*:

DEPARTMENT OF REVENUE INCOME AND EXCISE AUDIT

P. 0. BOX 110420
JUNEAU, AK 99811-0420
FAX:  (907) 465-2375

March 25, 1994

The Honorable Mike Miller
Alaska State Legislature
Chairman, Senate Resources Committee
State Capitol, Room 423
Juneau, AK 99801-1182
RE: SB 311

Dear Senator Miller:

A listing of current and proposed tax credits and limitations on the
availability of the credits is enclosed as requested by the Committee.

Sincerely,

Larry E. Meyers
Director
Income and Excise Audit Division

Enclosure

ccC: Senate Resources Committee



CREDIT

Fisheries Business
Education Credit

Oil or Gas Producer
Education Credit

Income Tax
Education Credit

Oil or Gas Property
Education Credit

Mining Business
Education Credit

ALASKA TAX CREDITS

STATUTE

AS 43.75.018

AS 43.55.019

AS 43.20.014

AS 43.56.018

AS 43.65.018

LIMITATION

50% of 1st $100,000 in contributions
100% from $100,000-5200,000

50% of 1st $100,000 in contributions
100% from $100,000-5200,000

50% of 1st $100,000 in contributions
100% from $100,000-5200,000

50% of 1st $100,000 in contributions
100% from $100,000-5200,000

50% of 1st $100,000 in contributions
100% from $100,000-$200,000

The sum of the credits allowed for the Education Credit may not exceed S150,000.

Tax Credit For
Scholarship Contributions

Special Industrial Incentive
Tax Credit

Federal Income Tax Credits

Fisheries Resource
Landing Tax Credit

Fisheries Business
Tax Credit
(pre 1992)

Ic6:cikMs VZVo*

AS 43.75.032

AS 43.20.042

AS 43.20.021(d)

AS 43.77.010

AS 43.75.032

100% of contribution limited
5% of fisheries business tax ligiility

10% of qualified investment. The
qualified investment is also limited t©
from 100% t© 40% of the amount
spent. Credit may then not be
applied against more than 60% of
the tax licility

Limited as provided in ~.doral statute
and further limited to 18% for Alaska
tax purposes

100% of contributions but limited t©
45 _45% of the tax on resources
harvested under a CDQ

50% of capital expenditures



PROPOSED LEGISLATION

CREDIT STATUTE LIMITATION
SSSB 223 AS 43.20 50%,0f 1st $100,000 in contributions
Public Broadcasting Credit AS 43.55 100% from $100,000-5200,000

AS 43.56

AS 43.65

AS 43.75 Total credit under all chapters

not to exceed $150,000

CSSB 225 AS 21.89 50% of 1st $100,000 in contributions
Insurance Tax Credit AS 43.55 100% from $100,000-$200,000
AS 43.56
AS 43.65
AS 43.75 Total credit under all chapters
AS 43.20 not to exceed $150,000
HCSS8 151 AS 41.09 Limited to:
HB 200 $5,000,000 per project
Exploration Incentive Credit $50,000,000 for all projects
50% of eligible costs on state
owned land

25% of eligible costs on land
not owned by state

CSHB 498 AS 27.30 Limited to:
Mineralor Coal Exploration 50% of eligible costs
Incentive Credit 50% of taxes due under AS 43.20,

AS 43.65, arid 4S 38.05

ichicredits  0¢



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
(907) 405-3867 or 465-2450

FAX (907) 465-2029 130 Seward Street, Suite 409
Mail Slop 3101 Jureau, Alaska 99801-2105
MEMORANDUM March 21, 1994
SUBJECT: Senate Bill 311 -- Sectional Analysis (Work Order No. 8-
LS1317\K) ’
TO: Senate
ATTN
FROM: Jack C
Legisk

Ch. 67, SLA 1993, imposed the levy of a fishery resource tax of 3.3 percent on fishery
resources brought into and first landed in the state, but allowed a credit to be
claimed against the tax for contributions made by a taxpayer harvesting under a
community development quota. This bill expands that credit to cover contributions
by taxpayers not harvesting under a community development quota.

The principal provision of the measure is bill section 3. That section permits the
claim of a credit for contributions by a taxpayer other than one harvesting the fishery
resource under a community development quota and by a taxpayer harvesting under
a CDQ if the taxpayer's contributions that are the basis of the claim of credit are
made from the value of fishery resources not harvested under a CDQ. The
maximum amount of the credit that these taxpayers rrav claim, as you explained to
me, should be equal to 15 percent of the value of the fishery' resource not harvested
under a CDQ. However, just as last year’s proposed 50 percent credit was reduced
to 45.45 percent in order to avoid any loss of revenue available to support the Alaska
Seafood Marketing Institute, section 3 of the bill proposes a like reduction in the 15
percent maximum, down to 13.65 percent (as set in this bill section) for non-CDQ-
supported tax contributions. (The second page of my January 21 memo to you gives
more detail as to how the 13.65 percent figure was derived.)

A related provision, bill section 4 splits the burden of the impact of the new non-
CDQ based contribution credits evenly between the amount deposited as unrestricted
state general fund and the amount separately accounted and available for payment
of revenue sharing by the state with its municipalities.



Senator George Jacko
March 21, 1994
Page 2

Bill section 1 authorizes the Department of Revenue to expedite the review of
contributions tc contributions to nonprofit corporations in order to sidestep receipt
and review of separate complete applications. For applications for approval of
credits for contributions to nonprofit corporations that are once found to qualify
under AS 43.77.040(b), the commissioner of revenue may establish an expedited
review procedure on a nonprofit cc;poration-by-nonprofit corporation basis.

Bill section 2 extends the Department of Revenue’ authority to revoke previous
approval or to disallow a credit for contributions that do not qualify under the
expanded provisions of AS 43.77.040(e), added by bill section 1

Bill sections 5 and 6give the amendments made by this Act a July 1, 1994, effective
date.

JBC.gc
94-211.glc



Senator George Jacko

S tate C apitol, Room 125 Juneau, Alaska 99801-1182 (907) 465-4942 Fax: (907) 465-2997

Com m ittee Chairmanships Committee Memberships
Rules, Chair Judiciary
Finance, Vice-Chair Legislative Council
FinanceSubcommittees Finance Subcommittees
DC&RA, Chair Public Safety
DM&VA, Chair Fish & Game
Revenue, Chair University

MEMORANDUM

TO: Senator Miller, Chair
Senate Resources Committee

FROM: Senator G ~f|le Jacko, Sponsor
Senate Bill 311

DATE: February 25, 1994
RE: Scheduling request — SB 311

This memo is to request a hearing for Senate Bill 311 in the Senate
Resources Committee at the earliest opportunity.

SB 311 authorizes a tax credit for non-community Development
Quota harvesters for purposes of funding education and training
programs. Last session HB 264 was passed creating the Fishery
Resource Landing Tax. The landing tax is 3.3% of the ex-vessel
harvest value.

SB 311 would allow for a tax credit from the Landing Tax for non-
profit organization, who contributes to a philanthropic purpose
defined by \S 43.77.040. The tax credit vould be up to 15% of the
total tax of 3.3%.

It is estimated the landing tax will provide approximately”ry”]
million annually shared by the state and municipalities impacted. l

The tax credit in SB 311 will be taken from the landing tax proceeds.

If you need further information please contact Bryce Edgmon at 465-

DUtrJcl T: Adak, Akiachak, Akiak, Ak\*an, AJcknaj AQufmk, CInyuk Ligooi. Chignik Like, CUIkT
Point. Cold Bay. Dillingham. Dutch Harbor, j | Km| Cava, King Stl/non, Kipnuk. Knligmek.
Koiififanak. Kwcahluk. Kwigiilingok, Level nub-piifhilt. Oncnn™ 1iKPtTtotfH o t j -Pedro

Bay. Penyville. Pilot Point, Platinum, Port Hi” SPONSOR STATEM ENT “qui+ Htibor.SL George [aLind, St. Piul liUnd,
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City of Goodnews Bay
P.0. Box 70
Goodnews Bay, Alaska 99589-0070

March 29, 1994

Senate Finance Committee

Senator George Jacko

Room 125, State Capitol (MS 3100)
Juneau, Alaska 99801-1182

Re: Senate Bill 311

Dear Senator Jacko;

The community of Goodnews Bay give support for the Fishery

Resource Landing Tax Bill. Goodnews Bay 1is a small quiet
community with five main job sources during the 1long winter
months. The summer months of May, June, July and August

are the months 1in-which, the unemployment is at it"s lowest.
Any kind of 1income is most welcome in the village of Goodnews
Bay.

The 1letter from BERING SEA COMMERCIAL FISHERIES DEVELOPMENT
FOUNDATION with news of possible revenues for the communities
of Western Alaska has been viewed with open support fronm
the City of Goodnews Bay.

We stand behind Senator George Jacko to help pass SB 311.

Mayor Christian Small

cc.

Senator Mike Miller

Bering Sea Commercial Fisheries Development Foundation
file



c HOGGKJING LIMITED

VITLAGE CORPEHAT POM
P.O. BOX 530 MAIN STREET DILLINGHAM/ ALASKA 99576
PHONE (907) 842-5218 FAX (907) 842-5462

March 3'i, 1994

Senator George Jacko
Alaska Stale Legislature
State Capitol (MS 3100)
Juneau, Alaska C5**i-1182
Fax: 465-2997

Re: SB311
Dear Senator Jacko:

We would like to take this opportunity to support your efforts toward
passage of SB 311. This bill will provide direct benefits to our community and
others in western Alaska which in the current economic climate is greatly
needed.

Thank you for your efforts.

Sincerely,

Judith Nelson
CEO

cc. BBEDC
BCFDF
City of Dillingham
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Tho Native visage of Meisoryuk is very much in favor and fully support
the passage of Senate Bill No. 311 (SB 311), because it will greatly benefit
she economic conditions associated with the fisheries in the W estern
Alaska villages. The generated funds, from the Fishery Resource Landing
Tan will definite!” heit resc As A-: funding difficulties we experience out
here in coastal villages.

SincereA

Solomon W kiiam
F esulsru
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SENATOR GEORGE JACKO
ALASKA STATE SENATE
STATE CAPITOL. ROOM 125
JUNEAU AK 99801

Just where are the pavement

Soup Off fund-raiser.
Page 6.

theDutch Harbor .

Fisherman

Serving the Aleutians and Pribllofs

Unalaska. Alaska

Volume 2 Number 10

m

B28 QX
)id its annual » Calendar.... BULK RATE
US. POSTAGE
m Sporls...... PAID
w Classified ads _pep 11 A%:ql\/,m\()_
«Adak Aluilan -Atka
-Cliignik -Cold Bay <Dutch Harbor
*False Pass +<King Cove *Nelson
Lagoon
-Point Ileiden -Sand Point?
. . jL P
ut
Friday, February 25. 1994 75 centl

Offshore processors to pay taxes

By Ann Touza
For Ihe Fisherman

Ilow much — and inwhat ways— does the
Seattle-hased factory trawlei flest contribute
to Alaska®s economy?

In recent years, the question has been often
raised and sometimes argued vehemently in
the stale Legislature and at North Pacific Fish-
eries Management Council meetings. Industry
representatives and cosstal residents have also
Joined the debate.

Every year offshore processors profit from
hundreds of thousands of metric tons of fish
harvested in lhe Bering Sea.

Part of the profits end up in Alaskan coestal

Pollock haul
a mixed bag

communities through fuel sales, wages, gro-
cery and supply sales, dock fees and ship remir,
hiltopponents of Ihe factory trawlers say most
of lhe profits end up in Seattle.

"They use our fecilities and don*tpay any
tax,” said Rep. Carl Moses, author of the hill.
T he shore-based processors were already pay-
ing a similar lax, and this gave (e offshore
flest an unfair economic advantage over the
shore-based processors, Moses said.

Last year (Iie Alaska Legislature passed a
bill, which Hlidel signed into law, that assess-
es a 3.3 percent lax on the offshore flest based
on (he value of product landed at Alaskan ports.

Assessments began this year, and Ihe off-
shore flest isexpected to begin paying the esti-

mated $7 million t© $9 million nexi year

How the money will he spent Ilasnot been
finalized, hut legislators have proposed that
about half of il he placed in Ihe state”s gener-
al fund. Most of the remainder would go to
the communities where the product is landed,
while 0.3 percent would go the Alaska Seafood
Marketing Institute.

The American Frcwy T rawler Association
recently filed a lawsuit against this lax, which
AI"IA says isunfair based on the amount of
lime factory trawlers spend in Alaskan port..
The shore-based processors make use ofcom-
munity water, roads and ladfills all year, while

See Foundation, page 2

Food aos
eat away|
pocketbi

By Debby Ross

Fisherman Slall

Food costs in UnalJ
Harbor arenearly dout]
Anchorage hbut are less |
other rural conmunities! I
iug to a recent survey by the Alas
ka Cooperative Extension at tin
University of Alaska, Fairbanks. m

Unalaska resident Pam Hranl
ley researched the food and utili
ly cost figures for the quarter!”
survey completed in December
Past surveys have not includei
costs from Unalaska/Dutcli liar
hor.

According to (liesurvey a fain
ily of four with elementary schoo

chlldren pays $166.92 a week fo
e ri .1 iV -]L fj-urdilir
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Page 2

Foundation

From page 1

factory trawlers come in to offload
maybe five or six limes a year.
Blum said.

AFTA members currently
include 14 factory trawler compa-
nies with 38 vessels.

AFTA Executive Director Joe
Blum emphasizes the amount of
money factory trawlers spend
yearly in Alaskan ports, such as
the $62 million spent in Dutch
Harbor/Unalaska lest year.

AFTA also provides economic
berefits t Western Alaska com-
munities through the Bering Sea
Commercial Fisheries Develop-
ment Foundation. Blum said.

This Anchorage-based founda-
tion formed in 1991 as debate over
the inshore-olTshore pollock allo-
cation raged at the NPFMC meet-
inos.

The board of directors includes
Johne Binkley, Harold Samtiel .sen.
Edward Crane. T. Edward Luttrell.
Stanley Simonson. Agralon
Krukoff. Timothy Towarak and
John While. AFTA members
agreed to wluntarily assess them-
selves 75 cents per metric ton of
groundfish caught in the Bering
Sea and to use this money lor
development projects in Western
Alaska.

Dewey Schwalenberg. execu-
tive director for the foundation,
says the 3.3 percent tax could jeop-
ardize the foundation swork.

Factory trawlers companies,
already facing firancial hard times,
may find il hard to contribute to
the foundation and pay the 3.3 per-
cent tax. Schwalenberg said.

"When we see 3.3 percent taxes
thrown omo the industry itmakes
itvery hard forme todo my job,”
he said. He said he went to the
Legislature lest year and told them
Ihat this tax may be good Tor stale
but will be hard on communities
in Western Alaska.

"What itamounts 1 isthe poor
get poorer and the rich get rider.""
he said.

Schwalenberg believes the
problem with the tax ks that fish-

Friday, February 25.1994

eries money is used to offset
declining revenues and to build up
the infrastructure in communities
rather than going back into fish-
eries development.

At the same time, fisherres are
“'on the verge of collgpse.™" he said.

The way to improve the social
welfare of coastal communities B
t improve their fisheries.
Schwalenberg said.

The focus of the foundation B
on education, training and employ-
ment. Schwalenberg said. Loans
and grants are also made ".vailable
to fishing groups Insma.l Western
Alaska coastal communities.

“We honestly believe the
lifeblood of those small commu -
nities i their fiseries...”
Schwalenberg said. By helping
these communities develop their
fideries and by providing employ-
ment on factory travers, the foun-
dation is''getting very involved in
the social welfare of the commu -
nities without getting involved in
social programs.*

Roughly $I million has been
collected by the foundation so far.
About $246,000 has gone to train
people for entry-level positions,
usually as processors, on factory
travlers. The training program B
held at the Alaska Vocational
Technical Center in Seward.
Twenty percent of the funding
comes from the state Department
of Community and Regional
Affairs. 80 percent comes from the
foundation.

Schwalenberg said 176 people
have gone through the program
and that 240 people, mostly
Natives from 60 Western Alaska
comunities, have been employed
through the foundation.

Contracts are usually for 60 to
90 days at sea. allowing people ©
also participate in subsistence fish
ing in their villages. Schwalenberg
said.

""The retum from salaries alone
came in over S3 million t the
communities." he said.

None of the foundation money
has been spent in Unaiaska/Dutch
Harbor, however. Schwalenberg
said that s because the foundation
“works predominantly in areas

contractor who prepared the study

The Dutch Harbor Fisherman

with very limited economic oppor-
tnity.”
The foundation did provide

-$29,000 in start-up grants for the

six Community Development
Quota groups, including the Cen-
tral Bering Sea Fisherman®™s Asso-
ciation based in St. Paul and the
Aleutian Pribilof Islaad Commu -
nity Development Associaticn
based in St. George.

Most of the CDQ groups have
factory trawler companies as part-
rers.
A two-year zero-interest loan
for S24.000 was also given to the
Atka Fishermen®s Association to
buy neiting equipment to help
them participate in the pink salmon
fidery.

Most of the loans, around
$40,000. have gone to communi -
ties from Bethel to Kotzebue.

About one-third of the money
collected s spent on adninistra-
tive costs.

Ifthe of f .hore landing tax can™t
be overturned. Schwalenberg
would like to see the factory
trawlers be able to get tax credits
for contributions to non-profits
like the foundation.

The Senate Finance Committee
has introduced legislation what
would amend the offshore landing
tax hill o include a 13.65 percent
tax credit option. Sen. George
Jacko was the primary sponsor of
this amendment.

Moses said this amendment
was introduced lsst year in an
effort “to keep the offshore flest
from fighting the offshore landing
tax.” But with die tightmoney sit-
uation in the state this year. Moses
said he s not sure If the amend-
ment will pess.

Schwalenberg said the amend-
ment would allow saire-ijf the tax
money 1o continue t go to under-
developed communities. Other-
wise. “the vast majority of the
money wouid go to Dutch Har-
bor."" where most of the fisheries
product s landed. Schwalenberg
said.

But how much — and in what
ways — the offshore flest will be
required to contribute to Alaska™s
economy remains to be resolved.

a flat increase, not anything strik-
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Bristol Bay Economic Development Corporation
P.O. Sox 1464 * Dillingham. Al«5k» 90576 - (907) 842-4070 * I"*a (907) 042-4006 + i-auu-4/H-4370

March 17, 1994

Senator George Ja”ko
Alaska State Senate

State Capitol, Room 125
Juneau, Alaska 99801-1182

Dear Senator Jacko:

Thank you for introducing SB 311. The amendment to the Fishery
Resource Landing Tax Bill of 1993 makes good sense in these times
of declining oil prices and reduced budgets that affeet our

c immunities in Western Alaska. The bill is timely and appropriate.

Allowing off-shore processors to gain a tax credit to provide
communities with education/training, employment and economic
development projects is important to our long-term economic
development 1 understand that you bill is in Senate Resources at
this time, ! intend to send a copy of this letter of support to Senator
Miller.

As you know, our program is working very well at this time but
there is a long way to go. Although the funds from the CDQ program
are meeting some of our needs, the dollars needed to bring our area
up to parity with the rest of the state are not there. SB 311 will
provide the incentive for off-shore processors to increase their
financial assistance to help us get more of our people into the work
force and off of the welfare roles. The bill will also assist In
providing more funds for vocational and technical training which
again will get more Western Alaskans into the work force.

Again, thank you for introducing this bill that will allow our people
to become a part of the equitable distribution of fisheries generated
revenue to support locally determined fisheries initiatives. This is a
creative piece of legislation that is needed.

Sincerely yours,

B |
Nels A. Anderson, Jr. Yy i

Cc :
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EMMONAK TRIBAL NCIL
© COUNC MAR 2 1 1997

P.O. Bos 126

Emmonak, Alaska 99581
(907) 949-1720

FAX (907) 949-1926

March 18, 1994

Honorable Senator Caorge Jacko
Room 125, State Capitol(MS 3100)
Juneau, Alaska "~nf)l1-1182

RE: IN SUPPORT OF SENATE BILL 311

Dear Senator Jacko,

The Emmonak Tribal Council would like to express its ful [
of the Senate Bill 311-

Emmonak has been directly impacted as a result of the
Western Alaska fisheries situation.

We support programs that will help our people with jobs uv?!
alternative means to meet our daily needs.

Please feel free call our office for any questions r-r cm—=— ¢
reference to our support for Senate Bill #311.

Billy A. Charles, President
EMMONAK TRIBAL COUNCIL

ETC/I1da
co Baring Sea Commercial Fishe
Development Foundation

file
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AKUTAN FISHERIES
ASSOCIATION, lac.

P.O.BOX 89
AKUTAN, AK.99553
PH.(907)698*8300
FAX (907)698*2301

JACOB MTEPETTN, PRES.

JOE HERETffICIN, V.PRES.
TERRY COOK.IK r/TIE A fl
THOMAS STEPCnN,BOJkRDMBMBER fe
DEMETRITCHERII7TANOFF
JENNIE ROBINSON

Senator George Jacko
State Capitol (MS 3100)
Juneau, AK. 99801-1182

BY Fax # 465-2997 March 21,1994

Dear Senator,

The Akutan Fisheries Association is incorporated under the Non-Profit Laws of the
State of Alaska, and as such and representing Akutan's Fishermen, we support and
urge the passage of SB 311 amending AS 43.77.040(b).

We are pursuing an economic development project that would involve the
processing of our fishermen's catch by adding value such as direct selling and
smoking of our products.

We would benefit if this SB 311 is passed by enabling the contributions to help
cover some overhead expenses mcurred in the development and operations of

economic projects that in the end enhance the quality of life for all Akutan
residents.

Thank you for ycir support and please relay this message to Senator Mike Miller.

Sincerely yours,

Terry A. Cook, Sec/Treas.
Akutan Fisheries Association, Inc.
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March 17,1904
MAR 17 194
Jerry Ivanoff

NSEDC EET Coordinator

Box 193

Unalakieet. Alaska 96664

Senator George Jacko
Room 125, State Capitol (MS 3100)
Junoeu, Alaska 09601-1102

Re: Support of Senate Bill 311

Dear Honorable Jacko,

With this letter, please feel a lot of support from the Norton Sound Economic
Development Corporation Education, Employment, and Training office for Senate Bill
No. 311 in the Legislature of the State of Alaska Eighteenth Legislature-Second
Session. A bill for an act entitled "An Act authorizing a credit against the fishery
resource landing tax for certain contributions made by taxpayers not harvesting
fisheries resources not harvested under a quota and for contributions based on fishery
resources under a community development quota, amending the manner of
calculating the amount available for revenue sharing by operation of this credit, and
expediting agency review of the credit applications under that tax; and providing for an
effective date."

It is my understanding that an amendment to the Fishery Resource Landing Tax of
1993 provides for 13.65 % of the taxes collected from off-shore seafood processors to
be available to non-profit entities for support of fisheries related education/training,
employment, and economic development projects. If this monies would be available
for these particular reasons, tha Norton Sound .egion would bo happv for soma
assistance to train our local (newly-forming) crabbing and halibut fleet in marine crew
safety, electronic navigation, and new fishing technology for the harvesting of thB crab
and halibut in Area 4d North and the whole Norton Sound As the opportunities
continue to expand our fishing and harvesting capabilities for Ihe residents of our
region, we have encountered more stringent safety requirements for our vessels and
fishermen, which are quite expensive for compliance. To crab and halibut fish, we will
be required to have EPIRB's, fire extingulsheres, survival suits for each person on
board, flares, vhf radio, and GPS or loran capabilities for finding our gear. At our low
and depressed salmon prices today, our fishermen ere having some difficulty gearing
up to harvest a resource right in our back door, so to speak. Thank you for your time
and effort to push for this bill this sessionll



February 4, 1994

Senator Mike Miller

Alaska State Senate

Room 423, State Capitol (MS 3100)
Juneau, Alaska 99801-1182

Dear Senator Miller:

The fishing communities of Western Alaska continue to experience declines
in economic revenues, reducaons in various salmon runs and problems associated
with other fisheries stocks. The impact of these problems surfaces as loss ofjobs
and loss of self-esteem, but manifests itself through alcohol and drug abuse,
domestic violence, teen pregnancies, and the ultimate disaster -- suicide. We
cannot overlook the social welfare significance of the desperate situation that is

facing Western Alaska fishing jmmunities.

The Bering Sea Commercial Fisheries Development Foundation
(Foundation) has recognized this relationship because it is made up of Alaskan
people who are experiencing these social and economic realities in their
communities and industry representatives who are committed to the betterment of

the affected communities.

We are aware of the provisions of the Fishery Resource Landing Tax Bill
passed in 1993 and are dismayed by the lack of opportunity for taxpayers to elect
a tax credit option for contributions directly to non-profit fisheries development
organizations such as the Foundation. Surely, taxes on the fishing industry should
be accrued for the benefit of all coastal communities who are experiencing social
and economic hardships. In fact, the Bill excludes financial assistance to many of
the smaller communities who are the most adversely impacted by this situation.
These are the communities and people who stand to benefit from the fisheries
development education, training, and employment activities of groups such as the
Foundation.
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February 4, 1994

Senator Mike Miller

Alaska State Senate

Room 423, State Capitol (MS 3100)
Juneau, Alaska 99801-1182

Dear Senator Miller:

The fishing communities of Western Alaska continue to experience declines
in economic revenues, reductions in various salmon runs and problems associated
with other fisheries stocks. The impact of these problems surfaces as loss ofjobs
and loss of self-esteem, but manifests itself through alcohol and drug abuse,
domestic violence, teen pregnancies, and the ultimate disaster —suicide. We
cannot overlook the social welfare significance of the desperate situation that is
facing Western Alaska fishing communities.

The Bering Sea Commercial Fisheries Development Foundation
(Foundation) has recognized this relationship because it is made up of Alaskan
people who are experiencing these social and economic realities in their
communities and industry representatives who are committed to the betterment of

the affected communities.

We are aware of the provisions of die Fishery Resource Landing Tax Bill
passed in 1993 and are dismayed by the lack of opportunity for taxpayers to elect
a tax credit option for contributions directly to non-profit fisheries development
organizations such as the Foundation. Surely, taxes on the fishing industry should
be accrued for the benefit of all coastal communities who are experiencing social
and economic hardships. In fact, the Bill excludes financial assistance to many of
the smaller communities who are the most adversely impacted by this situation.
These are the communities and people who stand to benefit from the fisheries
development education, training, and employment activities of groups such as the
Foundation.
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We realize that under the current fiscal situation in Alaska, dollars are
scarce and must be used effectively where the need may be. This presents you, as
a legislator, with the responsibility to appropriate these tax revenues to where it
can provide the maximum benefit. | submit that providing tax credits to
companies who will contribute through Alaska non-profit corporations such as
the Foundation provides the best way for these dollars to be matched by private
sector industry, public charitable philanthropic organizations, and community-
based funding institutions. For every state dollar that becomes available through
this tax credit, we should be able to match three dollars to the community from

other sources.

W ithout an adequate tax credit, the incentives to the private sector,
community, and philanthropic organizations does not exist. Philosophically, at
the very least, the government responsibilities to its constituents should lead
legislators to form working partnerships with private sector to maximize funding
and to meet the social well being needs of the communities and members who
need it the most.

Please consider supporting the enclosed Amendment to the Fishery
Resource Landing Tax Bill to allow organizations such as the Foundation to
continue to exist and support rural Alaskan communides. To assist you in your
deliberations, | have included the enclosed in “rmation which more specifically
explains the projects that the Foundation ha undertaken during the past two years
and the benefits received by people in W * m Alaska. | have also included a
copy of the draft amendment that Senatoi ~eorge Jacko is planning to introduce
in the Senate to accomplish these stated objectives. We have asked Representative
Carl Moses to consider introducing a similar bill in the House.

Thank you for your consideration of this most important initiative.

enc. 3



