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FISC A L  N O T E
No.

S T A T E  O F  A L A SK A
1995 L E G IS L A T IV E  S E S S IO N

Bill Version: v ^ / g p ________

(S) Publish Dale: 5 / ^ / ^ S

Revision Date:
Title: Authorization o f Special Negotiated Timber Sales 

Sponsor:
Requestor Governor 

EX PEN D ITU RES/REV ENU ES: (Thousands of Dollars)

Department Affected: U niversity o f A laska 
B R U : Organized Research

Component: 

CO M PO N EN T SER IA L  NO.

750

O PERATIN G FY96 FY97 FY98 FY99 FY00 FY01
PERSONAL SERVICES
TRAVEL
CONTRACTUAL 0.0 0.0 0.0 0.0 0.0 0.0

SUPPLIES ,

EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TO TA L O P E R A T IC , 0.0 0.0 0.0 0.0 0.0 0.0

CA PITA L

REVENUE FD SO U RC E

FUNDING: (Thousands o f Dollars)
1002 FEDERAL FUNDS
1003 GF MATCH
1004 GENERAL FUND
1006 GF/MHTIA

OTHER
T O TA L FUNDING 0.0 0.0 0.0 0.0 0.0 0.0

PO SITIO N S:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year impact: None

Prepared by: W endy Mathenv. Budget Analyst_________________  Phone: 463-3086
Division: r\ Statewide Budget_Office_________________________  Date: 5/5/95

Approved by: i / 1 1 Marylou Burton. Director
Agency: 1 Statewide Budget_Office_______________ ._________  Date: 5/5/95

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor. OMB , &  Impacted Agency(ies).
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STATE OF ALASKA
1995 LEG ISLATIVE SESSION F I S C A L  N O T E

N o .  J L

B i l l  V e r s i o n :  v S < 5

( S )  P u b l i s h  D a t e :  J

Revision Date: May 5 . 1995_______________________Dept. Affected: Community & Regional Affairs
Title: An Act relating to authorization of special BRU: none_________________________

negotia'.qd timber sales__________________Component none__________________________
Sponsor: Governor____________________________  ______________________________
Requestor: Governor___________________________COMPONENT SERIAL NO. _________

Expenditures/Revenues:___________________________ (Thousands of Dollars)
O P E R A T IN G FY 96 FY 97 FY 98 FY 99 FY 00 FY 01
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TO TA L O P E R A T IN G 0.0 0.0 0.0 0.0 0.0 0.0

C A P IT A L 0.0 0.0 0.0 0.0 0.0 0.0

R EV EN U E*FU N D  S O U R C E : I I I I

FUNDING;________________________________________(Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
Other
TO TA L 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME
TEMPORARY

E s t im a te  o f  c u r re n t  (FY 94 ) Im p a c t  $ none

Prepared by: Remond Henderson. Director hone: 465-4708

Division: Division of Administrative Services '*■ ** 'Date: 5/5/95

Approved by Commissioner Date: 5/5/95

Agency: Community & Regional Affairs /
PREPARER TO PROVIDE AI.L^TRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 

For further distribution information call the Governor's Legislative Office
Page 1 of 1



F I S C A L  N O T E No. 3

Revision Date: _________________________________________________________________________________

Title: “An Act authorizing the Commissioner of the Department of 

Natural Resources to negotiate and enter into timber sale comracts.

Sponsor: Rules Committee____________________________________________________________

Requestor: Governor________________________________________________________________ _____

STATE O F ALASKA
1995 LEG ISLA TIV E SE SSIO N

B il l  V e rs io n :

Department Affected: 

BRU: ______________________

(S ) P u b lis h  D a te : 5 / r f / t f  *3 

Commerce and Economic Development_____________

Component:

Expenditures/Revenues:

COMPONENT SER IAL NO.

(Thousands of Dollars

OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FYOO FY 01

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA 

Other

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

TOTAL 0 0 0 0 0 0
Estimate o f current year (FY 95) cost: $ 0 

POSITIONS

FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary.)

Prepared by: Gabrielle LaRoche, Section Chief__________________________________________ ■ Phone: 465-5467

Division: Economic Development  / Date:

Approved by Comm issioner W illiam  L.

Agency: Commerce and Economic Development

^  Date: * / • (  f  f S
looment /  * <

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office 

Rev 10/94/GL/dgl443fn.gl/050495a Page _ J _  of _ 1



1995 LEGISLATIVE SESSION
• Revis ion Date :  O rig ina l

Title:

\  STATE O F ALASKA

An Act authoriz ing the com m iss io ne r ot the D N R  

to negotiate an d  en te r Into t im be r sa le  contracts that p rov id e ...

S p o n so r R u les Com m ittee __________________________________________

R eques to r G ove rno r__________________________________________________________________

(S' Publi' >ate: 5
_Dept A ffected : N atura l R esources____________________________________________________(

B R U :

C om ponen t:

F I S C A L  N O T E  N<<- - 4 -

B IL L  B‘U Version: /& &

R esource  Deve lopm ent

Forest M an agem en t &  Developm ent

C o m p o n e n t  S e r ia l N o . 435

"OPERATING EXPENDITURES "  ' FY96 FY97 FY98 FY 99 " TYbo- FY o i

Pe r s o n a l  s e r v ic e s

TRAVEL

CO NTRACTUAL

SUPPLIES

E Q U IPM E N T

LAND & S T R U C T U R E S

G R A N TS , C LA IM S

M ISC ELLA N EO U S

0.0 20.0 3 .5 3 .5 3 .5 3 .5

3 .5

3 .0

TO TAL O P E R A T IN G 0.0 26 .5 3 .5 3 .5 3 .5 3 .5

[C AP ITAL  E X P EN D IT U R ES " W o f W W "OF o.o

I c H A N g E i n  r e v e n u e s  v I 0 .0 I 0 .0 | o .o | o .o | 0 .0 | 0 .0 1

FUND  S O U R C E (T housands  of D o lla rs )

1002 Federa l Rece ipts

1003 G F  Match

1004 G F

1005 GF/P rogram  Rece ipts

1006 GF/MHTIA  

Other

26 .3 3 .5 3 .3 3 .5 3 .5

TO TAL 0.0 26 .3 3 .5 3 .3 3 .5 3 .5

E s t im a te  o f  a n y  c u r re n t  y e a r  (FY 95 ) c o s t : $ N one

PO S IT IO N S

FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
T EM P O R A R Y 0 0 0 0 0 0

P R E P A R E R  T O  P R O V ID E  A L L  D IS T R IB U T IO N  C O P IE S  T O  G O V E R N O R 'S  L E G IS L A T IV E  O FF IC E

For further d istribution in form ation ca ll the G ove rno r's  Leg is la t ive  O ffice

(2TIMB#3.XLS Rev SW95) PeQe 1 ol 2



ATTACHMENT
FISCAL NOTE (NEGOTIATED TIMBER SALES)
May 8, 1995

This analysis assumes that the Act would be signed into law in June of 1996, and no timber sales 
enabled by the Act would take place until FY98. In FY97 there would be a cost of promulgating 
regulations. Additional annual costs ($3.5) would be limited to evaluating the direct economic 
benefit, commercial success, ̂ tc,,_r^quired under the best interest finding. As an isolated effort, 
program implementation re q u ire ^ 3 5 ^ ^ i |^ ^ a ij® ^ a n d  4 to 5 full-time personnel, depending 
on the number of negotiated sales. However, because this program will most likely replace existing 
sales, funding and personnel requirements will displace costs of existing programs and are not 
reflected in the fiscal note. Timber sale receipts would continue to go the General Fund.



DATE: 5/9/95 FURTHER:

£ N A T E  C O M M I T T E E  R E F  R T
F i r s t  C o m m i t t e e  o f  R e f e r r a l

Date of 5-Day Notice: 2 'lS -1 &  DATE TURNED ,  £ ,/
(in accordance with Uniform Rule23) INTO OFFICE: H ' i

Resources Committee considered SB 180

Authorizing Commissioner of Dept, of Natural Resources to negotiate and enter into timber sale 
contracts.

and recom m ends : Jtenate Bill:

1/j dc replaced w ith  5 ^  c s  S &  I ffi)______________________ l £ e S _ )  [ i ^ n e v f t i t l e
House Bill:

] adop t previous  C S _______________________________________(__________ ) [ ] same title
[ ] technical title

J attached am endm ent(s ) I j new: SCR*____
1 adopt Letter o f  Intent b y __________________________ Committee
1 further referra l to th e    Committee

NEW FISCAL NOTE(S):
D epartm ent D a ic  Zero Fiscal

n M £ -  f e j . i w k s

i W
/

PREVIOUS FISCAL NOTE(S):*
Denari m rn i --------------------- -— pa te  Z ero  Fiscal

| ] APPROPRIATION -  no fiscal note ‘ include fiscal notes accompanying Governor's bill



STATE OF ALASKA BILL NO. SB 180___________
1995 LEGISLATIVE SESSION
Revis ion Date :__________________________________February 1 9 , 1996________________________________  Departm ent: C om m erce and Econom ic D eve lopm ent

Title: “An A c t . . .  estab lish ing  an  A laska  Forest Products ______  B R U :_____________________________________________________________________

Research and  M arketing Program ."________________________________________________________________C o m po nen t :_____________________________________________________________________

S p o n so r R u les , by request of the Governor________________________________________ _____________________________________________________________________________________________

Requestor: Senate Resources Comm ittee______________________________________________COMPONENT SERIAL NO._________________________

F I S C A L  N O T E

Expenditures/Revenues_________________________________  (Thousands of Dollars)

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY 00 FY01 FY 02
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
U N D  & STRUCTURES
GRANTS, C U IM S
M ISCELU N EO US
TOTAL OPERATING

: --Ooodododpdod

CAPITAL EXPENDITURES

CHANGE IN REVENUES

FUND SOURCE ______________________________________________ (Thousands of Dollars)

1002 Federa l Receipts

1003 G F  Match

1004 G ene ra l Fund

1005 GF/Program  Receipts

1006 GF/MHTIA 

Other

TOTAL o d o d o d o d o d o d

E s tim ate  of a n y  c u rre n t y e a r  (FY 96) c o s t:  S  0.0

POSITIONS
FULL-TIME

PART-TIME

T E M P O R A R Y

ANALYSIS: (Attach a  separate p a ge  if necessary)

The budget for the Division of Trade and Development already includes a position for a Forest Products 
Specialist. This existing position would be used to perform the duties assigned for the Alaska Forest 
Products Research and Marketing Program.

Prepared by : Karl Ohls ___________________________________________________________________________________________Phone : 465-5467

D iv is io n  T rade and  Developm ent______________________________________________________  Date: Feb . 16. 1996

Approved by C om m iss ione r: /  j L  ^  f    Date: 2

m — T T
Agency : C om m erce and Econom ic Developm ent____________________________

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legis lative Office

P a g e  1 of 1



1996 LEGISLATIVE SESSION
Revision Date:__________ 20-Feb-96____________________________Dept Affected Natural Resources_________________

Title: An Act authorizing the commissioner of the BRU: Resource Development____________

Dept, of Natural Resources to negotiate and enter into timber... Component: Forest Management & Development
Sponsor Senate Rules by request of the Governor_______ __________________________________

Requestor Senate Resources__________________________  Component Serial No. __________435______

F I S C A L  N O T E

STATE O F ALASKA BILL NO. C SS B 180(R E S )

E x p e n d itu re s /R e v e n u e s ______________________________________ (Thousands of Dollars)
"CP ERATINCEXP ENDITURES FY97 ■" r  p . T r  " PY99 rv o o " - -  rT cri

T Y 0 2

P ER S O N A L S E R V IC E S

TRAVEL
CONTRACTUAL
SUPPLIES
EQUIFMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

20.0
.. 3 s

3 5 3.5 3.5 3.5
3.5
3.0

TO TAL O P E R A T IN G 26.5 3.5 3.5 3.5 3.5 3.5

[C AP ITAL EX P E N D IT U R E S 0.0 | 0.01 ■ 0.0 | • 0701 0.0 | 0.0 |

rC H A N eO TKEVENIUEST ' ) | ' Q,Q| 0.0 1" .........  OTOT---------'~0'.0 | ' ' ' 0.0 | OTU]
FUND SOURCE__________________________________________________(Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
Other

26.5 3.5 3.5 3.5 3.5 3.5

TO TAL 26.5 3.5 3.5 3.5 3.5 3.5

Estimate o f any cu rren t year (FY96) cost: S none 

POSITIONS
rUHTTIME 0 0 ■ ■■■ '0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY o n n A

L. _. C

ANALYSIS: (Attach a separate page if necessary)

T h is  a n a ly s is  a s s u m e s  that th e  Act w o u ld  b e  s ig n e d  into la w  in J u n e  o f  1 9 9 6 , a n d  n o  t im b e r  s a le s  e n a b le d  by  the  Act 

w o u ld  ta ke  p la c e  un til F Y 9 8 . In F Y 9 7  th e re  w o u ld  b e  a  cost o f p ro m u lg a t in g  re g u la t io n s . A d d it io n a l a n n u a l costs  

($ 3 .5 )  w o u ld  b e  lim ite d  to e v a lu a t in g  the  d ire c t e c o n o m ic  b ene fit , c o m m e rc ia l s u c c e s s , e tc ., r e q u ire d  u n d e r  the  best 

in te rest f in d in g . If th is  p ro g r a m  w a s  in te n d e d  to b e  a  s e c o n d  concu rre n t t im b e r  s a le  p r o g r a m , th e n  the  p ro g r a m  

w o u ld  re q u ire  $ 3 5 0 .0  to $ 5 6 0 .0  a n n u a lly  a n d  4  to 5  fu ll- t im e p e rs o n n e l, d e p e n d in g  o n  th e  n u m b e r  o f  n e go t ia te d  

s a le s . H o w e v e r , b e c a u s e  th is  p ro g ra m  w ill m o s t  lik e ly  re p la c e  ex ist ing  s a le s , fu n d in g  a n d  p e r s o n n e l re q u ire m e n ts  

w ill d is p la c e  costs  o f  e x is t in g  p ro g r a m s  a n d  a re  no t re fle c ted  in the f isc a l n o te . T im b e r  s a le  re c e ip ts  w o u ld  c on t in ue  

to g o  to th e  g e n e ra l fu n d .

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
(sbi80.x ls Rov 2/20/96) For further distribution information call the Governor's Legislative Office pag« i 0f 1
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STATE OF ALASKA
1996 LEGISLATIVE SESSION BILL NO. CSSB 180

Revision Dare: Department ACfacLod: University o l A laska

Title: An Act establishing an Alaska Forest Products Research BRU: UAF
and Marketing Program Component; Fairbanks Organized Research

Sponsor
Requestor. COMPONENT SERIAL NO. 750

FISCAL NOTE

EXPENDITURES/REVENUES; (Thonsands of Dollars)
OPERATING FY.97 FV98 FY99 FYOO FY01 FY02

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EOUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL o p e r a t i n g 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL I I T

I REVENUE FD SOURCE [

FUNDING: (Thousands of Dollars)
1002 FEDERAL FUNDS
1003 GF MATCH
1004 GENERAL FUND
1006 GF/MHTIA
OTHER
TOTAL FUNDING 0.0 0B 0.0 0.0 0B 0.0

POSITIONS!
FULL-TIME
PART-TIME
TEMPORARY

Estimate o f current year im pact None

ANALYSIS: (Attach a separate page if necessary.)

Prepared by: 
Division:

Approved by: 
Agency;

Maryiou Burton
Statewide Budget Office

Phone: _ 
Date

Maryiou Burton. Director
Statewide Budget Office . D ate:

463-3086
4/186)6

4/18/96

Distdbutloo (by pcapatu): Legislative F inuca, Legist a^ve Spoaiar, Requestor. OMB, A  Impacted AgeaeyC*!).

R e v  1 0 W Page 1 of 1



Official Business 

TO:

FROM:

DATE:

RE:

A l a s k a  S t a t e  L e g i s l a t u r e

S e n a te  R e s o u r c e s  C o m m i t t e e

State Capitol 
Juneau AK 99801

MEMO

Legal Services 
via fax: X2029

Annette Kreitzer, Aide to 
Senate Resources Committee

April 17,1996

FINAL CS for SB 180 (RES)

Using 9-GS0046VK by Luckhaupt dated 4/16/96, please prepare a FINAL Senate CS for 
SB 180, Value-Added Timber Sales; Marketing, for delivery to Senate Resources before 
floor session (11:00 a.m.) tomorrow. There were no additional changes, however, I 
noticed that the title of this CS is different from the original bill. It appears that the title of 
the CS should revert to die title of the original bill. Call me if you have questions.

Deliver to Room 115 of the Capitol. Thanks.
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Survey on timber harvest gives look at big picture
By BIU. ROBERTSON

An exhaustive nnd compre­
hensive study has just been re­
leased by the University of Alas­
ka Fairbanks that is well worth 
seeking nnt and reviewing. The 
document is a public opinion sur­
vey produced by the UAF School 
of Management undergraduate 
and graduate marketing stu­
dents a* pert of a course assign­
ment and prepared lor the Fair­
banks Industrial Development 
Corporation. The report, “In­
creased Timber Harvesting in 
the Tanana Valley; What does 
the Public Think?" is a public 
opinion survey of randomly 
selected voters in the Tanana 
Valley. Tne author*, Andreas P, 
Anger. John It. Boyce and Laura 
M. Milner have compiled a docu­
ment that i i  defendable on all 
counts.

Tha survey waa designed to 
acctss several major topics: 
How people feel about Increased 
Umber harvesting through long­
term contracts with timber 
companies; liuw people use the 
forest and how those uses im­
pact their support of increased 
t'mbcr harvesting; hnw respon­
dents’ attitudes impact their 
support of Increased timber har­
vesting; and how support for in- 
craased tim ber harvesting 
would change given different 
logging proposal scenarios. The 
authors' discussion and conclu­
sions are quoted and reproduced 
here.

"Our survey found that there 
Is support tor jfllTiasCU limbOr 

‘•harvetUr.g In the t anana Var 
leyrHowevurTlhis support is 
baXed on a nUtooer ot impiicu 
awrnirpncns. Id pSfUcuiar, it ~ 
ocas (lot- appear that the public 
would support such a plan if the

Greater FairbanksChamber of Commerce.
only use were lim ited to pro­
ducts such as wood chips or pap­
er pulp. We believe that there 
are a number of olhar factor* 
which could affect public sup­
port. For Sttrapk-wiille mr&c.
responds*. M t >U«y he
aHverseiy affected for viewing, 
a la rre  ppreeni.vpc 'CTIII TlfTM 

on our main jcfrxnadum 
tSuesnonTWere the visual effects 
to-bgrtCorse than expected,this 
support would like ly decline. 
'Our 5ceuuu uirTVspumleui'a lti­
tude* suggest that there are a 
number of otbar areas which 
could affect the sunport for such 
a program at well.

Our demographic results indi­
cate that respondents arc on 
average fairly well educated, a 
common finding for surveys 
such as this. However, with tne 
exception of this possible blaa. 
our survey results provide a 
much different picture than 
would be obtained by non- 
random methods such aa public 
meetings or letters to the editor. 
In fact, when we asked whether 
respondents had been involved 
In the debate over timber har- 
v«[tng, of the 55 percent who 
said they had not been Ipvolvad, 
almost 60 percent voted 'yes' on 
the principle lasuc. This simply 
shows that a count of pro.versus- 
cun letters to tin editor or of pro- 

“versus-eon people at a public 
meeting Is not representative of 
the population, while we expect

that public opinion may 
aa oow Information becomes 
available, we believe that we 
have an accurate depiction of 
public opinion at this stage of the 
game."

The authora and tbe UAF 
School cf Management a n  to be 
commended for engaging and 
accomplishing a very complex 
and emotional task. It  ia impor­
tant that Issues such as this be 
tested by those in a neutral set­
t in g  and w ith  im peccab le  
credential* for methodology.

In an hour-long press confer­
ence following release of the sur­
rey, the authors wera grilled by 

*t groups.
. They fielded tl.e questions with a
the media and interest

groat deal of professionalism, 
confidence and knowledge ef 
their profession. I  was personal­
ly very proud of our university 
for taking on this project and for 
the way these investip atom con­
ducted themselves in tha public 
forum. It is gratifying to see our 
university interact with the 
community on issue* such as 
this. The university is an endless 
source of Information and ex­
pertise and we should never 
forget that tbe minds being de­
veloped there today w ill be 
among the future leader* of this 
state and community.

Of course, this does not end th» 
debate on timber harvest, but it 
does provide the baseline data 
needed to move forward In de­
veloping management plan* for 
our Interior forests. The survey 
documents are available for re­
view at tho UAF and Noel Wlcn 
libraries and at thn Fairbanks 
Industrial Development Cor­
poration and Creator Fairbanks 
Chamber of Commerce ot'/ices.

gill Aobwtton is me Chemoer't 
president snd CEO.

*% * a n v \  t, /N ----.ml

M c,(f£ o W

- W  (  f j  u p  .  * r  u / y ^ > o (
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CS FOR SENATE BILL NO. 180(RES)

IN  T H E  L E G IS L A T U R E  O F  T H E  STA TE  O F  A L A S K A

N IN E T E E N T H  L E G IS L A T U R E  - SE C O N D  S E S S IO N

BY T H E  SEN A TE RESO UR CES C O M M ITTEE

O ffered:
R eferred :

Sponsor(s): SEN A TE RULES C O M M ITTEE BY REQ U EST O F T H E  G O V ER N O R

A BILL 

FOR AN ACT ENTITLED 

"An Act authorizing the commissioner of natural resources to negotiate and 

enter into timber sale contracts that provide for local manufacture of high 

value-added wood products; and establishing an Alaska Forest Products Research 

and Marketing Program within the Department of Commerce and Economic 

Development."

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

* Section 1. L E G IS L A T IV E  F IN D IN G S  A N D  P U R P O S E . The leg is la tu re  finds that it is 
in the best interests o f  the peop le and econom y o f  A laska  to encourage the estab lishm ent and 
susta inab le opera tion  o f  loca l tim ber p rocessing fac ilities in A la ska  to p roduce high va lu e- 
added w ood  products and o ther va lue-added w ood  products from  tim ber cut on state land. 
One means o f  encouraging such fac ilitie s is th rough the use o f  an incentive by reducing the 
stumpage price o f  timber o ffe re d  through negotiated tim ber sa le contracts. T he  va lue-added  
use o f  tim ber harvested in A la ska  is intended to fo s te r a stab le, sm a ll sca le , lo c a lly  operated ,

-1 -
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fin ished  w ood products industry by p rovid ing a steady re liab le  supp ly o f  tim ber at a re liab le  
ra te o v e r a p e riod  o f  time to a purchaser o f  the tim ber that, w i ll p rov ide m axim um  
opportun itie s f o r  jo b s  in A laska  w ithout s ign ific an tly  adverse ly  a ffecting  fish and w ild life  
habitat and the fo re s t resources.

*  Sec . 2 . A S  3 8 .0 5  is amended by adding a new section to artic le  4  to read:
Sec . 3 8 .0 5 .1 2 3 . N E G O T IA T E D  T IM B E R  S A L E S  F O R  L O C A L  

M A N U F A C T U R E  O F  W O O D  P R O D U C T S , (a )  N otw ithstanding the p rov is ion s o f  
A S  3 8 .0 5 .1 1 5  and 3 8 .0 5 .1 2 0 , and upon a find ing  that the sale is in the best interest o f  
the state, the com m iss ioner 'ay negotiate a sa le o f  tim ber fo r  use in the loca l 
m anu factu re o f  high value-added w ood products. A  tim ber sa le contract entered in to 
under this section m ay provide fo r  a harvest o f  up to 1 0 ,000 ,000  board feet o f  tim ber 
each yea r, consistent with sustained y ie ld  p rin c ip les , and may be fo r  a te rm  o f  up to 
10 years. In itia l stumpage rates fo r  a contract under this section sha ll be determ ined 
by negotiation but m ay not be less than the base price fo r  the area as estab lished under 
regu la tions adopted by the com m issioner. A  contract under this section sh a ll p rovide 
that stumpage rates sha ll be redeterm ined by negotiation at least once every three years 
du ring  the term  o f  the contract, to re flec t changes in m arket cond itions; the 
redeterm ined rates m ay not be less than the base price fo r  the area as estab lished under 
regu la tion s adopted by the com m iss ioner. The com m iss ione r sh a ll by regu la tion  set 
a m ax im um  num ber o f  contracts, but not less than two, per reg ion o rs ta te  that m ay 
be negotia ted each yea r under this section .

(b ) N otice  o f  intent to negotiate a contract under this section shall be given in 
accordance w ith A S  3 8 .0 5 .9 4 5 .

(c )  The com m issioner may negotiate a sa le o f  tim ber under this section i f  the 
prospective purchaser agrees to use to the m ax im um  extent com m erc ia lly  p racticab le 
the tim be r sub ject to the sale fo r  the lo c a l m anufacture o f  h igh va lue-added w ood 
products. The com m iss ioner shall determ ine the m axim um  amount o f  the tim ber being 
so ld  that is com m e rc ia lly  practicab'e to use fo r  those purposes and make the use o f  
that percentage o f  the tim ber fo r  those purposes a term  o f  the contract. In  eva luating 
p roposa ls , the com m issioner shall take into account the proposed manufacture o f  other 
va lue-added  w ood  products to be produced under a negotiated contract.
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(d ) B e fo re  a sa le  may be negotiated under this section ,
( 1 ) the area o f  the sa le must be designated fo r  fo re s try  purposes by a 

va lid , ex isting  area p lan adopted under AS 3 8 .0 4 ; and
(2 )  the requirements o f  AS 3 8 .0 5 .1 1 2  and 3 8 .0 5 .1 1 3  must be met.

(e ) In  m aking the best interest find ing requ ired  by A 3  3 8 .0 5 .0 3 5 (e )  and this
section , the com m iss ione r shall consider, in add ition to e ther fac to rs ,

( 1 ) the direct econom ic benefit from  the lo r a l m anu factu re o f  high 
va lue-added w ood  products as a resu lt o f  the sa le ;

( 2 ) the d irect econom ic benefit from  o the r lo c a l p rocessing o f  the
tim ber to be undertaken by the purchaser as a re su lt o f  the sa le , inc lud ing  the
manufacture o f  o ther va lue-added wood products in addition to high ✓alue-added wood 
p roducts;

( 3 )  the lik e lih ood  o f  com m erc ia l success o f  the lo c a lly  m anufactured 
high va lue-added w ood  products and other va lue-added w ood  products;

( 4 )  the extent to which the sa le  is lik e ly  to re su lt in the creation and . 
m aintenance o f  a stab le loca l jo b  base;

(5 )  the existence o f  adequate p rotection m easures to ensure the 
susta inab ility  o f  fish  and w ild life  habitat and popu la tion s and con tinuation  o f  o ther 
uses o f  the area sub ject to the negotiated sa le ;

(6 ) the stumpage return to the state; and
(7 )  any other reasonab ly fo reseeab le  benefits to the state and loca l 

econom ies from  the sa le .
( f )  A s part o f  the tim ber sa le negotiations au tho rized  by this section , the 

com m iss ione r m ay requ ire a prospective purchaser negotia ting a tim be r sa le contract 
to subm it fin anc ia l and technical data that dem onstrates that fhe requ irem ents o f  this 
section have been o r  w ill be met. U pon  the p rospective purchaser's request, the 
com m iss ione r sha ll keep data p rovided by the purchaser con fid en tia l in accordance 
w ith the requ irem ents o f  AS 3 8 .0 5 .0 3 5 (a ) (9 ) .

(g ) I f  the com m iss ione r determ ines that add itiona l an a ly s is  is necessary in 
o rd e r to com p le te  the best interest find ing fo r  a sa le under this section , the 
com m iss ione r m ay require the prospective purchaser to retain and pay fo r  the services
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o f  a con trac to r to assist the com m iss ioner in eva lua ting the p roposed  negotiated sa le 
and financ ia l and technical data re la ting to the proposed sa le . The contractor sha ll be 
se lected by the prospective purchaser from  a list o f  consu ltants in fo re s try  and timber 
econom ics p rov ided  by the com m issioner. I f  the com m iss ione r requires a prospective 
purchaser to retain the services o f  a contractor under this subsection , the com m issioner 
sh a ll de term ine the scope o f  the w ork  to be pe rfo rm ed  by the contractor.

(h ) U nde r this section, a perform ance review  sh a ll be com p leted not m ore than 
fiv e  years a fte r a tim ber sale contract is entered into by the departm ent to ensure that 
the pu rchase r is pe rfo rm ing  in accordance w ith the term s o f  the contract, and to 
determ ine i f  an updated fo rest land use plan under A S  3 8 .0 5 .1 1 2  is needed. I f  the 
c om m iss ion e r determ ines that the

( 1 ) pu rchaser is not pe rfo rm ing  in accordance w ith the contract, the 
com m iss ione r m ay term inate the contract;

(2 )  contract con flic ts  with the cu rren t fo re s t land  use p lan , the 
com m iss ione r may term inate the contract i f  the con flic t cannot be re so lved , p rov ided 
that the com m iss ione r m ay not term inate a contract under this parag raph fo r  lack o f  
tim ber until the com m issioner has made a good faith e ffo rt to find  suitable replacement 
tim ber.

( i )  A  tim be r sa le negotiated under this section does not a ffe c t o ther timber 
harvest p rog ram s under AS 3 8 .0 5 .1 1 0  - 3 8 .0 5 .1 2 0 .

( j )  In  this section ,
( 1 ) "high value-added w ood product" means k iln -d ried  o r com m erc ia lly  

d ried lum ber, in te rio r fin ish  paneling , and trim , flo o rin g , d oo rs , and w indows, cabinet 
s tock , fu rn itu re , m usica l instruments o r parts o f  instrum ents , toys, too ls  and 
im p lem ents, ready-to -assem b le bu ild ing  kits, veneer, p lyw ood , fin g e r-jo in ted  lum ber, 
house log s , and o th e r s im ila r fin ished w ood products sp ec ified  by the com m iss ioner 
by regu la tion  and, fo r  deciduous aspen, pop la r, and h igh de fec t b irch , includes 
eng ineered w ood  p roducts and paneled wood products;

(2 ) "o ther va lue-added wood product" m eans pu lp , chips, w a ferboard , 
ch ipboard , fiberboard . green lumber, cants, slabs, o r p lanks intended fo r  remanufacture, 
and other s im ila r w ood products specified  by the com m iss ione r by regu la tion .
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* S ec . 3 . A S  4 4 .3 3  is amended by adding a new section to read:
A R T IC L E  10. A L A S K A  F O R E S T  P R O D U C T S  
R E S E A R C H  A N D  M A R K E T IN G  PR O G P  \M .

Sec . 4 4 .3 3 .9 0 0 . A L A S K A  F O R E S T  P R O D U C T S  R E S E A R C H  A N D  
M A R K E T IN G  P R O G R A M , (a ) T he A laska  Forest Products Research and M arketing 
P rog ram  is estab lished in tho Departm ent o f  C om m erce and E conom ic  D eve lopm en t.

(b ) The p rog ram  is estab lished to p rov ide a statew ide in fo rm a tion  
c lea ringhou se  and coo rd in a to r to gather and dissem inate in fo rm a tion  re la ting  to 
research and deve lopm en t, inc lud ing  technica l, log istica l, Financing, m arketing  and 
o th e r re levan t in fo rm ation  regard ing the manufacture o f  spec ific  va lue-added w ood  
products and the estab lishment o f  new high value-added m anufacturing fac ilities in the 
state, and to assist in coord inating ex isting  research and deve lopm en t e ffo rts  by state 
and fede ra l agencies and other pub lic  and p rivate entities.

(c ) The p rog ram  coo rd in a to r sha ll iden tify  u n fi lle d  needs and p rob lem s 
im peding the deve lopm ent o f  a high va lue-added w ood products industry in the state, 
gather in fo rm ation  and conduct analyses, and propose so lu tions by exp lo rin g  successfu l 
m ode ls  in o the r states and nations.

*  Sec . 4 . Notw ithstanding A S  3 8 .0 5 .1 2 3 (a ) , added by sec. 2  o f  this Act, the com m iss ione r 
m ay negotiate no m ore than two sales o f  tim ber each year fo r loca l manufacture o f  high va lue- 
added tim ber products under A S  3 8 .0 5 .1 2 3  in each region o f  the state in ca lendar years 1996 , 
19 97 , and 1998 .
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Official Business

A l a s k a  S t a t e  L e g i s l a t u r e

State Capitol 
Juneau AK 99801

M EM O

TO : G e rry  Luckhaupt
Leg a l Services 
v ia  fa x : X 2 0 2 9

F R O M : Annette E . K re itze r, A ide t
Senate Resources C om m ittee

D A TE : A p ri l 16  1 9 96

R E : G S 0 0 0 4 6 \G  dated 4 /1 4 /9 6  f o r  S B  1 8 0 (R E S )

P lease  prepare a R esou rces C om m ittee Substitute fo r  S B  180 using the fo llo w in g  language 
which is to  the G  ve rs ion  noted above . I  need the C S by W ednesday , A p ri l 17 at 1 0 :0 0  
a .m . f o r  d istribu tion  to  Resou rces C om m ittee m em bers.

Page l , L i n e l 3 :
D E L E T E : [ L O C A L L Y  R U N ]

Insert: lo c a lly  operated

p^gc L in e s  2 1  -22*
D E L E T E : [ ( J )  A  P U R C H A S E R  M A Y  N O T  B E  A  P A R T Y  T O  

M O R E  T H A N  O N E  C O N T R A C T  U N D E R  T H IS  S E C T IO N  A T  A N Y  O N E  
T IM E . ]

R e le tte r fo llow in g  se c tion :.
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CS F O R  S E N A T E  B I L L  N O . 1 8 0 (R E S )

IN  T H E  L E G IS L A T U R E  O F  T H E  ST A T E  O F  A L A S K A

N IN E T E E N T H  L E G IS L A T U R E  - SE C O N D  S E S S IO N

BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sponsors): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
A  B I L L  

F O R  A N  A C T  E N T IT L E D

1 " A n  A c t a u th o r iz in g  the c om m is s io n e r o f  n a tu ra l re s o u rc e s  to nego tia te  an d

2  e n te r  in to  t im b e r sa le  c o n t r a c t  th a t p ro v id e  f o r  lo c a l m a n u fa c tu re  o f  h igh

3 v a lu e -a d d e d  w ood  p ro d u c ts ; a n d  es tab lish in g  an  A la ska  F o re s t  P rod u c ts  R e sea rch

4  a n d  M a rk e t in g  P r o g r a m  w ith in  the D e p a rtm e n t o f  C om m e rc e  an d  E con om ic  

D e v e lo p m e n t "

B E  I T  E N A C T E D  B \  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

7  *  S e c t io n  1. L E G IS L A T IV E  F IN D IN G S  A N D  P U R P O S E . T h e  leg is la tu re finds that it is
8 in the best interests o f  the peop le  and econom y o f  A laska to encourage the estab lishment and
9 su sta in ab le  operation o f  lo ca l tim ber processing fac ilities in A la s k a  to produce high va lue -

1 0  add^d w ood  products and o the r va lue-added w ood products from  tim ber cut on state land.
11 O ne m eans o f  encou rag ing such fac ilitie s  is th rough the use o f  an incentive by reducing the
12  stum page price o f  tim ber o ffe re d  th rough negotiated tim ber sa le con tracts. The va lue^idded
13 use o f  tim be r harvested in A la ska  is intended to foste r a stab le , sm a ll sea y^nm .
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fin ish ed  w ood  products industry by p rov id ing a steady re liab le  supp ly o f  tim ber at a re liab le  
rate o v e r a period  o f  time to a purchaser o f  the tim ber that w ill p rov ide m axim um  
oppo rtun itie s fo r  jo b s  in A laska w ithout s ig n ific an t ly  adverse ly  a ffec ting  fish and w ild life  
habitat and the fo rest resources.

*  Sec . 2 . A S  3 8 .0 5  is amended by adding a new section  to artic le 4  to read:
Sec. 3 8 .0 5 .1 2 3 . N E G O T IA T E D  T IM B E R  S A L E S  F O R  L O C A L  

M A N U F A C T U R E  O F  W O O D  P R O D U C T S , (a ) Notw ithstanding the p rov is ions o f  
A S 3 8 .0 5 .1 1 5  and 3 8 .0 5 .1 2 0 , and upon a find ing  that the sa le is in the best interest o f  
the state, the com m issioner may negotia te a sa le o f  tim ber fo r  use in the lo ca l 
m anufacture o f  high value-added w ood  products. A  timber sa le c o ntract entej 
under this section may p rovide fo r  a ha rvest o f  up to 1 0 ,000 ,000  board feet o f  tim ber 
each year, consistent with sustained y ie ld  p rin c ip le s , and may be fo r  a term  o f  up to 
10 years. In itia l stumpage rates fo r  a con trac t under this section sh a ll be determ ined 
by negotiation but may not be less than the base price fo r  the area as established under 
regu la tions adopted by die com m iss ioner. A  contract under this section shall p rov ide 
that stumpage rates shall be redeterm ined by negotiation at least once every three years 
du ring  the term  o f  the contract, to  re fle c t changes in m arket cond itions; the 
redeterm ined rates may not be less than the base price fo r  the area as established under 
regu la tions adopted by the com m iss ione r. T h e  com m iss ioner sh a ll by regu la tion  set 
a m ax im um  number o f  contracts, but n o t less than tw o, per reg ion  o f  state that m ay

t
be negotiated each year under this section .

(b ) N otice o f  intent to negotiate a contract under this section sha ll be g iven in 
accordance w ith A S 3 8 .0 5 .9 4 5 .

(c ) T he  com m issioner may negotiate a sa le o f  tim ber under this section i f  the 
prospective purchaser agrees to use to the m ax im um  extent c om m erc ia lly  practicab le 
the tim ber sub ject to the sa le fo r  the lo ca l m anu factu re o f  high vaiue-added w ood 
products. The comm issioner shall determ ine the m axim um  amount o f  the timber being 
so ld  that is com m erc ia lly  practicab le to use fo r  those purposes and make the use o f  
that percentage o f  the timber fo r  those purposes a term  o f  the contract. In evaluating 
p roposa ls , the com m issioner shall take into account the proposed manufacture o f  o ther 
va lue-added w ood products to be p roduced under a negotiated contract.
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(d ) B e fo re  a sa le  m ay be negotiated under this section ,
I

( 1 )  the area o f  the sa le  must be designated fo r  fo re s try  purposes by a 
v a lid , ex isting  area p lan  adopted under A S 3 8 .0 4 ; and

(2 )  the requirem ents o f  A S 3 8 .0 5 .1 1 2  and 3 8 .0 5 .1 1 3  must be met.
(e )  In  m ak ing  the best interest find ing  required by A S  3 8 .0 5 .0 3 5 (e ) and this 

section , the com m iss ione r sh a ll consider, in addition to o the r fac to rs ,
( 1 )  the d irect econom ic benefit from  the loca l m anufacture o f  high 

va lu e-added w ood  products as a resu lt o f  the sale;
( 2 )  the d irect econom ic benefit from  o the r lo c a l processing o f  the 

tim be r to be undertaken by the pu rc l.ase r as a resu lt o f  the sa le , inc lud ing  the 
m anufacture o f  o ther va lue-added w ood products in addition to high value-added, w ood 
p roducts;

( 3 )  the lik e lih o od  o f  com m erc ia l success o f  the lo c a lly  m anufactu red 
h igh va lue -added  w ood  products and other va lue-added w ood  products;

( 4 )  the extent to which the sa le  is lik e ly  to resu lt in the creation  and 
m aintenance o f  a  stab le loca l jo b  base;

( 5 )  the existence o f  adequate p rotection measures to ensure the 
su sta inab ility  o f  fish and w ild life  habitat and popu la tions and continuation o f  o ther 
uses o f  the area sub jec t to the negotiated sa le ;

( 6 )  the stumpage return to the state; and
j

( 7 )  any other reasonab ly  fo reseeab le benefits to the state and loca l 
econom ies from  the sa le .

( f )  A s part o f  the tim ber sa le  negotiations au tho rized  by this section , the 
com m iss ione r m ay requ ire a p rospective purchaser negotiating a tim ber sa le contract 
to subm it fin an c ia l and technical data that demonstrates that the requirem ents o f  this 
section  have been o r  w ill be met. U p on  the prospective purchaser's request, the 
c om m iss io n e r sh a ll keep data p rov ided  by the purchaser con fid en tia l in accordance 
w ith the requ irem ents o f  A S 3 8 .0 5 .0 3 5 (a ) (9 ) .

(g ) I f  the com m iss ione r determ ines that add itiona l ana lysis is necessary in 
o rd e r to com p le te  the best interest find ing fo r  a sa le  under this section , the 
com m iss ione r m ay require the prospective purchaser to retain and pay fo r  the services
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o f  a con trac to r to assist the com m iss ione r in evaluating the p roposed  negotiated sa le  
and financ ia l and technical data re lating to the proposed sa le . The contractor sha ll be 
se lected by the prospective pu rchaser from  a list o f  consu ltants in fo restry  and tim ber 
econom ics p rov ided  by the com m issioner. I f  the com m iss ione r requires a prospective 
purchaser to retain the services o f  a contractor under this subsection , the com m issioner 
sh a ll de term ine the scope o f  the w o rk  to be pe rfo rm ed by  the contractor.

(h ) U nde r this section , a perform ance review  shall be com p leted not m ore than 
f iv e  years a fte r a tim ber sa le  contract is entered into by the departm ent to ensure that 
the pu rchaser is p e rfo rm ing  in accordance with the term s o f  the contract, and to 
de te rm ine i f  an updated fo re s t land use p lan  under AS 3 8 .0 5 .1 1 2  is needed. I f  the 
com m iss io n e r determ ines that the

( 1 )  pu rchaser is not pe rfo rm ing  in accordance with the contract, the 
c om m iss io n e r m ay term inate the contract;

( 2 )  contract con flic ts  w ith the current fo re s t land use p lan , the 
com m iss ione r m ay term inate the contract i f  the con flic t canno t be reso lved , p rov ided  
that the com m iss ione r rr.a' no t term inate a contract under th is paragraph f o r  lack o f  
tim ber until the com m issioner has made a good faith e ffo rt to fin d  suitable replacement

er.
( i )  A tim be r sa le negotiated under this section does not a ffec t o ther tim ber 

ha rvest p rog ram s under A S 3 8 .0 5 .1 1 0  - 3 8 .0 5 .1 2 0 .

WORK DRAFT WORK DRAFT WORK DRAFT

( j )  A  purchaser m ay not be a party to m ore than one contract under this
^ s e c t i o n  at any one tim e. J

( k )  In  th isgectro rr;----------------
( 1 ) "h igh va lue-added w ood product" means k iln -d ried  o r com m erc ia lly  

ed lum ber, in te rio r fin ish  paneling , and trim , f lo o rin g , d o o rs , and w indow s, cabinet
stock , fu rn itu re , m usica l instruments o r  parts o f  instrum ents , toys, to o ls  and 
im p lem en ts , ready-to -assem b le bu ild ing  kits , veneer, p lyw ood , fin ge r-jo in ted  lum ber, 
house lo g s j and other s im ila r fin ished w ood products sp ec ified  by the com m iss ione r 
by regu la tion  and, fo r  dec iduous aspen, pop la r, and h igh defect b irch, includes 
eng inee red  w ood  products and paneled w ood  products;

(2 ) "o ther va lue-added w ood product" m eans/pu lty ch ips, w a fe rboard ,
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chipboard , fiberboard , green lum ber, cants, slabs, o r  p lanks intended fo r  remanufacture,
and o the r s im ila r w ood  products spec ified  by the com m iss ione r by regu la tion ,

*  Sec . 3 . A S 4 4 .3 3  is am ended by adding a new section to read:
A R T IC L E  10. A L A S K A  F O R E S T  P R O D U C T S  
R E S E A R C H  A N D  M A R K E T IN G  P R O G R A M .

Sec. 4 4 .3 3 .9 0 0 . A L A S K A  F O R E S T  P R O D U C T S  R E S E A R C H  A N D  
M A R K E T IN G  P R O G R A M , (a ) The A laska  Fo rest P roducts Research and M arketing 
P rog ram  is estab lished in the D epartm ent o f  C om m erce and E conom ic  D eve lopm en t.

(b ) T he p rog ram  is estab lished to p rov id e  a statew ide in fo rm ation  
c lea ringhouse and co o rd in a to r to gather and dissem inate in fo rm ation  re la ting to 
research and deve lopm en t, inc lud ing  techn ica l, log is t ic a l, financ ing , m arketing and 
o the r re levan t in fo rm a tion  regard ing the m anufacture o f  spec ific  va lue-added w ood  
products and the estab lishm ent o f  new high va lue-added m anufacturing fac ilities in the 
state, and to assist in coord inating  ex isting research and deve lopm en t e ffo rts  by state 
and fede ra l agencies and o the r pub lic  and p rivate en tities.

(c ) T he p rog ram  co o rd in a to r sh a ll iden tify  u n fi lle d  needs and p rob lem s 
impeding the deve lopm en t o f  a high va lue-added w ood  products industry in the state, 
gather in fo rm ation  and conduct analyses, and propose so lu tions by exp lo ring  successful 
m ode ls in other states and nations.

*  Sec . 4 . Notw ithstanding A S 3 8 .0 5 .1 2 3 (a ) , added by sec. 2  o f  this Act, the com m iss ioner 
may nego tia te^ ncTm ^  than tw o sa les o f  timber each yea r fo r  lo ca l manufacture o f  high va lue- 
added tim ber products under A S 3 8 .0 5 .1 2 3  in each reg ion o f  the state in ca lendar years 1996,
1997
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A l a s k a  S t a t e  L e g i s l a t u r e

Sena. ? Resources Com m ittee
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State Capitol 
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M em o

TO : G e rry  Luckhaupt 
L eg a l Services

F R O M : Annette E . K re itze r, A ide
Senate Resou rces Com m i

v ia  fa x : X 2 0 2 9

R E :

D A TE : A p r i l 14 , 19 96

C S  S B  180 : V A L U E -A D D E D  T IM B E R  S A L E S ; M A R K E T IN G

P lease  d ra ft a  Senate Resou rces C om m ittee Substitute f o r  S B  1 8 0  using G S0046XC  dated 
2 /2 1 /9 6  as the base document. The o n ly  am endment to this C S  is  to add back in  Section 3 
o f  the o r ig in a l b i l l (9 -G S 0 0 4 6 .B ) T h is  b i l l w i ll have to  be ready f o r  the com m ittee b y  3 :0 0  
p .m . M ond ay , A p r i l 15 .

T h an k  you  f o r  y o u r assistance. P lease  c a ll m e at X 4 9 0 7  i f  you  have questions.



9-GS0046VF
Luckhaupt

4/9/96

WORK DRAFT WORK DRAFT WORK DRAFT

C S  F O R  S E N A T E  B I L L  N O . 1 8 0 (R E S )

IN  T H E  L E G IS L A T U R E  O F  T H E  ST A T E  O F  A L A S K A

N IN E T E E N T H  L E G IS L A T U R E  - S E C O N D  S E S S IO N

BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
A  B I L L  

F O R  A N  A C T  E N T IT L E D  

" A n  A c t a u th o r iz in g  th e  c om m iss io n e r o f  n a tu ra l re so u rc e s  to  n e g o t ia te  a n d  

e n te r  in to  t im b e r  sa le  c o n tra c ts  th a t p ro v id e  f o r  lo c a l m a n u fa c tu re  o f  v a lu e - 

a d d e d  w o od  p ro d u c ts ; a n d  e s tab lish in g  an  A la s k a  F o re s t  P ro d u c ts  R e s e a rc h  and  

M a rk e t in g  P r o g r a m ."

B E  I T  E N A C T E D  B Y  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t io n  1 . L E G IS L A T IV E  F IN D IN G S  A N D  P U R P O S E . The leg is la tu re  finds that it is 
in the best interests o f  the peop le and econom y o f  A la ska  to encourage the estab lishm ent and 
su sta inab le  ope ra tion  o f  lo ca l tim ber processing fac ilitie s in A laska  to p roduce va lue-added 
w o od  p roducts from  tim ber cut on state land. O ne means o f  encou rag ing such fac ilit ie s  is 
th rough  the use o f  an incentive by reducing the stumpage p rice o f  tim ber o f fe re d  th rough 
negotia ted  tim ber sa le  contracts. The va lue-added use o f  tim ber harvested in A la s k a  is 
in tended to fo s te r a stab le , lo c a lly  operated w ood  products industry by p ro v id in g  a steady 
re liab le  supp ly  o f  tim ber at a re liab le  rate o v e r a pe riod  o f  time to a pu rchase r o f  the tim ber 
that w i ll p rov id e  m ax im um  opportun ities fo r  jo b s  in A laska  w ithin the constra in ts o f
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A S  "4T. 171010 - 4 'I7T7rl-43 -and  the -forest-resou rees. CM
*  Sec . 2 . A S  3 8 .0 5  is amended by adding a new section to a rtic le  4  to read:

Sec . 3 8 .0 5 .1 2 3 . N E G O T IA T E D  T IM B E R  S A L E S  F O R  L O C A L  
M A N U F A C T U R E  O F  W O O D  P R O D U C T S , (a ) N otw ithstand ing the p rov is ion s o f  
A S  3 8 .0 5 .1 1 5  and 3 8 .0 5 .1 2 0 , and upon a find ing that the sa le is in the best interest o f  
the state, the com m iss ione r m ay negotiate a sa le  o f  tim be r fo r  use in the lo c a l 
m anu factu re o f  va lue-added wood products. A  tim ber sa le contract entered into under 
this section m ay p rov id e  fo r  a harvest o f  up to 2 0 ,00 0 ,0 0 0  board  fee t o f  tim ber each 
y e a r, consisten t w ith sustained y ie ld  p rinc ip les , and sh a ll be fo r  a te rm  o f  up to 10  

years . In itia l stumpage rates fo r  a contract under this section  sh a ll be determ ined by 
nego tia tion  but m ay not be less than the base p rice fo r  the area as estab lished under 
regu la tions adopted by the com m issioner. A  contract under this section must p rov ide 
that stumpage rates sha ll be redeterm ined by negotiation at least once every  three years 
du ring  the term  o f  the contract, to re fle c t changes in m arket cond ition s . T he 
com m iss ione r sha ll by regulation set a m axim um  num ber o f  contracts per reg ion o f  the 
state that m ay be negotiated each year under this section. T he com m iss ioner each yea r 
sh a ll negotiate under this section at least fo u r  contracts in each reg ion  o f  the state. 
T he  com m iss ione r sh a ll enter into su ffic ien t contracts so that a tota l harvest o f  at least
2 0 0 ,0 0 0 ,0 0 0  board  feet o f  tim ber p e r yea r is contracted f o r  under this section .

(b ) N o tice  o f  intent to negotiate a contract under this section sha ll be g iven in 
accordance w ith A S  3 8 .0 5 .9 4 5 .

(c ) The com m iss ioner may negotiate a sa le  o f  tim ber under this section i f  the 
p rospective  purchaser agrees to use to the m ax im um  extent c om m e rc ia lly  p rac ticab le  
the tim ber sub ject to the sa le fo r  the loca l manufacture o f  va lue-added w ood products. 
T he  com m iss ione r sha ll determ ine the m axim um  amount »f the tim ber being so ld  that 
is c om m e rc ia lly  p racticab le to use fo r  those purposes and make the use o f  that 
percentage o f  the tim ber fo r  those purposes a te rm  o f  the contract. In eva lua ting  
p roposa ls , the com m issioner shall take into account the proposed manufacture o f  o ther 
va lu e -added  w ood  products to be produced under a negotiated contract.

(d )  B e fo re  a sa le  may be negotiated under this section ,
( I )  the area o f  the sa le must be designated fo r  fo re s try  purposes by a
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va lid , ex isting area p lan  adopted under A S 3 8 .0 4 ; and
(2 )  the requ irem ents o f  A S  3 8 .0 5 .1 1 2  and 3 8 .0 5 .1 1 3  must be met.

(e )  In m ak ing  the best interest find ing  required by AS 3 8 .0 5 .0 3 5 (e )  and this 
section , the com m iss ione r sh a ll conside r, in addition to o th e r fac to rs ,

( 1 ) the d irect econom ic benefit from  the lo c a l m anu factu re o f  va lu e - 
added w ood  p roducts as a re su lt o f  the sa le ;

( 2 )  the d irect econom ic benefit from  o the r lo c a l processing o f  the 
tim ber to be undertaken by the pu rchaser as a resu lt o f  the sa le in addition to va lu e- 
added w ood  products;

( 3 )  the lik e lih o od  o f  com m erc ia l success o f  the lo c a lly  m anufactured 
va lue-added w ood  products and o ther va lue-added w ood products;

( 4 )  the extent to which the sa le  is lik e ly  to re su lt in the creation and 
m aintenance o f  a stab le lo c a l jo b  base;

( 5 )  the com p liance  o f  the sa le w ith A S  4 1 .1 7 .0 1 0  - 4 1 .1 7 .1 4 3 ;
(6 )  the stumpage return to the state; and
(7 )  any o the r reasonab ly  fo re seeab le  benefits to the state and loca l 

econom ies from  the sa le .
( f )  A s part o f  the tim be r sa le  negotia tions au tho rized  by this section , the 

com m iss ione r m ay requ ire  a p rospective pu rchaser negotiating a tim ber sa le contract 
to subm it fin anc ia l and technical data that demonstrates that the requ irem ents o f  this 
section  have  been o r  w ill be met. U p on  the p rospective pu rchase r’ s request, the 
com m iss ione r sh a ll keep data p rov ided  by the purchaser con fid en tia l in accordance 
w ith the requ irem ents o f  A S  3 8 .0 5 .0 3 5 (a ) (9 ) .

(g ) I f  the com m iss ione r determ ines that add itiona l ana lys is is necessary in 
o rd e r to com p le te  the best interest fin d ing  fo r  a sa le  under this section , the 
com m iss ione r m ay requ ire the prospective purchaser to retain and pay fo r  the services 
o f  a con trac to r to assist the com m iss ione r in eva luating the p roposed  negotiated sa le 
and financ ia l and technical data re la ting to the proposed sa le . The contractor sha ll be 
se lected by the prospective purchaser from  a lis t o f  consu ltants in fo re s try  and tim ber 
econom ics p rov ided  by the com m issioner. I f  the com m iss ioner requires a prospective 
purchaser to retain the services o f  a contractor under this subsection , the com m issioner
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-3- CSSD 180(RES)
■Vstv' Te-\-C U n d e r l i n e d  [DELETED TEXT ERACXETED]



1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

13

14

15

16

17

18

19

2 0

2 1

2 2

23

2 4

25

26

27

28

29

3 0
31

sh a ll de term ine the scope o f  the w o rk  to be pe rfo rm ed  by the con tractor.
(h )  A  tim ber sa le negotiated under this section does not a ffe c t o th e r tim ber 

ha rvest p rog ram s under A S 3 8 .0 5 .1 1 0  - 3 8 .0 5 .1 2 0 .
( i )  In  this section,

( 1 )  "o ther va lue-added w ood product" means pu lp , ch ips, w a fe rboa rd , 
ch ipboard , fiberboard , green lum ber, cants, slabs, o r  p lanks intended fo r  rem anufactu re, 
and o the r s im ila r w ood products spec ified  by the com m iss ioner by regu la tion ;

(2 ) "value-added w ood product" means kiln -d ried o r com m erc ia lly  dried 
lum ber, in te rio r fin ish  paneling , and trim , f lo o rin g , doors , and w indow s, cabinet stock , 
fu rn itu re , m usica l instruments o r  p an s o f  instruments, toys, too ls  and im p lem en ts , 
ready -to -assem b le  bu ild ing k its , veneer, p lyw ood , fin ge r-jo in ted  lum ber, house log s , 
and o the r s im ila r fin ished w ood products specified by the com m iss ioner by regu la tion  
and , fo r  deciduous aspen, pop la r, and high defect b irch, includes eng ineered w ood  
p roducts and paneled w ood products.

*  Sec . 3 . A S  4 4 .3 3  is amended by adding a new section to read:
A R T IC L E  10. A L A S K A  F O R E S T  P R O D U C T S
R E S E A R C H  A N D  M A R K E T IN G  P R O G R A M .

Sec . 4 4 .3 3 .9 0 0 . A L A S K A  F O R E S T  P R O D U C T S  R E S E A R C H  A N D  
M A R K E T IN G  P R O G R A M , (a ) The A laska Forest Products Research and M arketing  
P rog ram  is estab lished in the D epartm ent o f  C om m erce and E conom ic  D eve lopm en t.

(b ) T he p rog ram  is estab lished to
( 1 )  p rov ide a statew ide in fo rm ation  c lea ringhouse and co o rd in a to r to 

ga the r and dissem inate in fo rm ation  re la ting to research and deve lopm en t, inc lud ing  
techn ica l, log is tica l, financing, m arketing and other re levant in fo rm ation  regard ing the 
m anu fac tu re  o f  specific va lue-added w ood  products and the estab lishm ent o f  new 
va lue-added  m anufacturing fac ilitie s  in A laska ;

(2 )  assist in coord inating existing research and deve lopm en t e ffo rts  by 
state and fede ra l agencies and other pub lic and private entities; and

(3 )  w ork with the Departm ent o f  Natural Resources, the M enta l Health 
T ru s t A u th o rity , and the U n iv e rs ity  o f  A la ska  in eva luating and p rio rit iz in g  state 
tim be r assets on the basis o f  poten tia l econom ic return.
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(c )  T h e  p rog ram  coo rd in a to r sh a ll
( 1 )  iden tify u n fi lle d  needs ana p rob lem s im peding the deve lopm en t o f  

a va lu e-added w ood products industry in A laska , gather in fo rm a tion  and conduct 
ana lyses , and p ropose so lu tions by exp lo rin g  successfu l m ode ls in o th e r states and 
nations; and

( 2 )  act as an advocate f o r  the estab lishm ent o f  a va lue-added tim ber 
industry w ith a m in im um  harvest o f  2 0 0 ,00 0 ,0 0 0  boa rd  fee t annua lly .

*  Sec . 4 . Notw ithstanding A S  3 8 .0 5 .1 2 3 (a ) , added by sec. 2  o f  this Act, the com m iss ione r 
m ay  negotia te no m o re  than fo u r sa les o f  tim be r each y e a r f o r  lo c a l m anu factu re o f  va lu e - 
added tim ber products under A S  3 8 .0 5 .1 2 3  in  each reg ion o f  the state in ca lendar years 1996 , 
1 9 9 7 , and 1998 .
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A l a s k a  S t a t e  L e g i s l a t u r e

Official Business
State Capitol 

Juneau AK 99801

M EM O

Gerry Luckhaupt
L eg a l Serv ices 7  M .™  0
via fax: X 2 0 2 9  ^  ^  »

G e rry  Luckhaup t

F R O M : Annette E . K re itze r , A ide  t 
Senate Resou rces Com m itt

D A TE : A p r i l 5 ,1 9 9 6

R E : G S 0 0 0 4 6 \C  dated 2 /2 1 /9 6  fo r  S B  1 8 0 (R E S )

P le a se  p repare a R esou rces C om m ittee Substitute fo r  S B  180  using the fo llow in g  language 
which is to  the C  ve rs ion  noted above . I  need the C S  by  M onday , A p r i l 8 at 5 :0 0  p .m . f o r  
d istribu tion  to R esou rces C om m ittee m embers.

1 ) R em ove  the w o id  "h igh" in  re fe rence to va lu e  th roughout the b ill.

2 )  Page 1, L in e  8 :
fo l lo w in g  "added w ood  p roducts": D E L E T E  [A N D  O T H E R  V A L U E -  

A D D E D  W O O D  P R O D U C T S ]

3 ) Page 1, L in e  11:
fo l lo w in g  "s tab le ," D E L E T E  [S M A L L  S C A L E , ]

4 )  Page 1, L in e  11:
D E L E T E  [R U N ] ,  In se rt opera ted  

Page 1, L in e  12:
D E L E T E  [ F IN IS H E D ]

5 )  Page 1, L in e  14 and continu ing to  Page 2 , L in e  1: ____
D E L E T E  [W IT H O U T  S IG N IF IC A N T L Y  A D V E R S E L Y  A F F E C T IN G  

F IS H  A N D  W IL D L IF E  H A B IT A T ]
Inse rt: w ithin the constraints o f  the A laska  Fo rest P ractices Act

6 )  Page 2 , L in e  9 :
D E L E T E  [M A Y ]
In se rt sha ll

7 )  Page 2 , L in e  8 :
D E L E T E  [ 1 0 , 0 0 0 , 0 0 0 ]
Insert: 2 0  m illio n



8 )  Page 2 , L in e  10:
F o llow in g  "yea rs"
Insert: T o ta l annual sa le contract vo lum e shall_he,at least 2 0 0  m illio n  board

f££L

9 )  P age  2 , L in e s  1 4 -1 6 :
[THE REDETERMINED RATES MAY NOT BE LESS THAN 

TH E BASE PRICE FOR THE AREA AS ESTABLISHED UNDER 
REGULATIONS ADOPTED BY THE COMMISSIONER]

1 0 ) Page 3 , L in e  7 :
F o llow in g  " o f  the sa le"
D E L E T E  [ , ]

1 1 ) Page 3 , L in e s  7 -8 :
D E L E T E : [INCLUDING TH E MANUFACTURE OF VALUE- 

ADDED WOOD PRODUCTS

1 2 ) P age 3 , L in e s  1 4 -1 6 :
D E L E T E  A L L  M A T E R IA L  A N D  IN SE R T :
( 5 )  com p liance w ith the State Fo rest Practices Act:

1 3 ) P age  4 , L in e s  4 -1 5 :
(h ) D E L E T E  A L L  M A T E R IA L  and re le tte r fo llow in g  sections

14 ) P age 4 , L in e s  1 8 -1 9 :
( j )  D E L E T E  A L L  M A T E R IA L  and re le tte r fo llow in g  sections

1 5 ) Page 4 , L in e  31 :
In se rt new  Section  3 am ending A S  4 4 .3 3  (as it appeared in o r ig in a l ve rs ion  

o f  S B  1 8 0  - A rtic le  10 . A la sk a  F o res t P roducts Research and M arketing  P rog ram

Note: the following am endm ents are  to the section inserted by Amendment 
# 1 5 .

1 6 ) P ag e  5 , In se rt new  section :
(d ) The p rog ram  coo rd in a to r sha ll act as an advocate f o r  the estab lishm ent 

o f  a va lue-added  tim ber industry with a m in im um  harvest o f  200  m illio n  board fee t 
annua l ly ,

1 7 ) Page 5 , In se rt new  section :
(e l T h is  p rog ram  w i ll w o rk  w ith D N R . the M enta l H ealth  T ru st Lands 

A u tho rity  and the U n ive rs ity  o f  A laska to p rio ritize  and evaluate their tim ber assets on the 
basis o f  poten tia l econom ic return .

CSSB 180(RES)/Luckhaupt 2



.1 . R em ove  the w o rd  “ h igh ”  in re fe rence to  va lu e  added th roughou t the b ill.

i .  Page 1, line 10 - 11 de lete a fte r p rodu c ts “ and o th e r va lu e  added w o o d  p rodu c ts ”

J' Page 2 , line 1 de le te “ sm all sca le ,”

X . Page 2 , line 1 insert “ op era ted ,”  f o r  “ ru n ,”  de lete “ fin ished”

5/P a g e  2 , line 2  a fte r jo b s , de lete “ w ithout sign ificantly adverse ly  im pacting fish and 
w ild life  hab itat.”  insert, “ w ithin the constraints o f  the A laska  F o re s t P ractices A c t.”

v6 . Page 2 , line 9 de lete “ m ay”  and insert “ sha ll”
/

-.̂ 7. Page 2 , line 12 de lete “ fiv e ”  and insert “ tw enty”

W 8/^ a g e  2 , line 13 a fte r “ years .”  insert ‘ T o ta l annual sa le contract v o lum e  sha ll be at least ( 
200  m illion  boa rd  feet. ^  fJLr ^

/  '
9 . Page 2 , line 19 insert “ .”  a fte r conditions. D e le te  “ the redeterm ined rates m ay n o t be

less than the base p rice fo r  the area as estab lished unde r regu la tions adopted by  the

Ammendments to SB 180

com m iss ioner.”

’10. Page 3 , line 7  insert a fte r sale.

1X. Page 3 , line 8 de le te “ includ ing the m anufacture o f  va lu e -added  w o o d  p rodu c ts ;”
( /
12. Page 3 , line 15 de le te a ll o f  ( 5 )  and insert a new  ( 5 )  “ com pliance w ith the S t^ e  Fo rest 

P ractices A c t ;”

13. Page 4 , lin e 15 de le te  a ll o f ( j ) .
/  - . . I }  y

J /  |& P a g e  4 , lin e 2 0  a fte r “ k its ,”  insert p lyw ood ; pu lp , w a fe rboa rd , ch ipboard , m edium   ̂y 
density fib e r b oa rd , green lum ber.

Ay 15. P age  4 , liu e  2 4  de le te “  E xcep t as othenvise p rov id ed  in tliis  subsection , “ high va lue- 
^  added w o od  p rod u c t”  does no t in c lu d e  specified by the com m iss ioner by regu la tion .”  ^

Page 5 , insert ( d )  “  the p rog ram  coo rd in a to r sha ll act as an advocate fo r  the 
estab lishment o f  a va lu e -added  tim ber industry w ith  a m inimum  harvest o f  200  m illion  
board  feet annua lly .”



17. P age  5 , insert ( e )  “ th is p rog ram  w ill w o rk  w ith  D N R , the M en ta l H ea lth  T ru s t Lands 
and the U n ive rs ity  o f  A la ska  to  p rio r it iz e  and eva lua te the ir tim ber assets on  the basis o f  
po ten tia l econom ic re tu rn .”



I N T E R I O R  A L A S K A  F O R E S T  A S S O C I A T I O N
"THE FOREST IS OUR FUTURE."

Senate Resource Committee:

My name is Albert Pagh. My son and I have owned and operated Four Star Lumber Co. in 
Fairbanks for 26 years. I am also chairman of Interior Alaska Forest Association, which 
represents forest industry in the interior.

I would like to offer the following comments on SB 180 for the Interior Alaska Forest 
Association and for myself as a sawmill owner.

Line 9, page 1 Stumpage reduction. We do not believe there should be any 
stumpage reduction. A healthy industry does not need subsidies. No one in the logging 
industry I know of is asking for a subsidy. What we do need is a more reliable long term 
supply and most importantly we need a market for hardwood and pulp logs. This subsidy 
will hurt local sawmills that have been selling lumber for years. The local existing added 
value industry would be destroyed by mills that would be subsidized by the state under 
SB180. What’s wrong with this picture? SB180, the "added value bill", would kill the 
existing added value industry as it’s currently written (for spruce sawlogs). There have been 
very few sales put up in the Fairbanks region that haven’t sold unless there were stipulations 
in the contract that increased the stumpage beyond its market value. So in a healthy 
competing industry, why create a subsidy?

Linel6, page 2, not less than 2 per year per region. The Division of Forestry is 
now putting up what is supposed to bs the allowable cut of spruce sawlogs, so how can 
they put up sales under this bill without putting existing operators out of business? LThe 
product that four Star Lumber has been cutting and selling locally for 26 years, green 
lumber, does not qualify as high value added product under this bill. Tom Boutin says in the 
fiscal note he will replace the open bid sales we rely on with SB180 sales which all the 
sawmills in the region do not qualify for. If this happens we will lose our timber supply and 
be out of business. We do not believe it is us that should be put out of business.

Tom Boutin states on his fiscal note to CSHB344(Res) February 20, 1996 "However, 
because this program will most likely replace existing sales, funding and personnel 
requirements will displace costs of existing programs and are not reflected in the fiscal note." 
Yet on page 4, line 13, (I) of the bill it says a timber sale negotiated under this section does 
not affect other timber harvest programs under A.S. 38 05.110 - 38.05.120. Apparently,
Mr. Boutin is planning on violating the law even before it is passed!! It is clear what his 
intent is for the existing added value industry. I hope you will question Mr. Boutin 
intentions.

Page 3, line 26 (G) erodes the value of the timber.



Page 4, line 4 (H). The commissioner can cancel a contract if it conflicts with the ' / p \ ±  
current forest land use plan. I don’t know of anyone that would make an investment of ant/- 
size when it could be canceled after 5 years. It looks like the forest plan can be changed <' N\- 
after the contract is negotiated, and then the sale can be canceled. Would you invest your 
money under such conditions? Please, delete lines 7, 11-15.

Page 4, line 15(J) says a purchaser may not be party to more than one contract under i /  
this section at any one time. This would not allow a Co-op to be formed to use a dry kiln or 
and other Co-Op endeavor. We recommend you delete the product lists and simply let sales 
go to mills that will be always trying to increase the values added when feasible.
Government does a poor job of determining products to sell, (ie Barley). The list will be 
obsolete in a few years as new products are designed. Priority should go to using the logs 
that are currently valueless- this is all hardwoods and spruce pulp wood. We need an 
industry that can build the access and marketing infrastructure that real high value added 
mills will never be able to do on their own. You can’t create a high end industry in a area 
dominated with a low end wood supply. Anyone in this industry can tell you the low end 
determines the profitability and whether a high value industry can be done. The low end is 
the stumbling block and must be removed first. This bill as written is an invitation to high 
grade and create a huge amount of waste and degrade the forest. I can’t believe pulp is not 
included as high added value, it has one of the highest value per ton of all wood products.

Sincerely,

Al Pagh
Chairman,
IAFA

"W ien  the  o il stops flo w in g , the trees w ill s till  b e  g ro v A n g ."



MA r̂19-96 TUE 12:40 FBX LIO FAX NO. 9074563346



g p f

^ r a s a ^
OFFICIAL BUSINESS

g i a g f e a  # > t a t e  l e g i s l a t u r e  

S e n a t e

©fftc£ of tfje ibecretarp POL box v 
CAPITOL BUILDING 

JUNEAU, ALASKA 99811

FO R  Y O U R  IM M E D IA T E  A T T E N T IO N

D A T E : e L / a - 1  U f a

TO SEN A TE  C O M M IT T E E :

FRO M : O f f i c e  o f  C h e  S e n a t e  S e c r e t a r y

T h e  S e n a t e  P r e s i d e n t  h a s  a d d e d / c h a n g e d  t h e  r e f e r r a l ( s )  o n  t h e  
f o l l o w i n g  b i l l ( s ) :

^ 6  \ f b 'ftn k h

P l e a s e  g i v e  t h e  b i l l  f i l e ( s )  a n d  t h e  s i g n e d  l e t t e r  ( t h i s  n o t e )  t o  
t h e  p a g e  d e l i v e r i n g  t h i s  m e s s a g e .

T h a n k  y o u  f o r  y o u r  p r o m p t  a t t e n t i o n .

( J / t z 'fU - 'fj / 'f a  < *
S IG N A T U R E  OF PE RSO N  R E C E I1R E C E IV IN G  T H I S  NOTE

J R / s



1

2

3

4

5

6

7
8

9

1 0

1 1

1 2

13

14

WORK D RA FT  WORK D RA FT  WORK DRA FT

9-GS0046\C  *  

L u c khaup t 

2/21/96

CS FOR SENATE BILL NO. 180(RES)

IN  T H E  L E G IS L A T U R E  O F  T H E  ST A T E  O F  A L A S K A

N IN E T E E N T H  L E G IS L A T U R E  - S E C O N D  S E S S IO N

BY THE SENATE RESOURCES COMMITTEE
Offered:
Referred:

Sponsor/s): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
A BILL 

FOR AN ACT ENTITLED 

"An Act authorizing the commissioner of natural resources to negotiate and enter 

into timber sale contracts that provide for local manufacture of high value-added 

wood products."

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

* Section 1. L E G IS L A T IV E  F IN D IN G S  A N D  P U R P O S E . T he  leg is la tu re  Ends that it is 
in the best interests o f  the peop le and econom y o f  A la sk a  to encourage the estab lishment and 
su sta inab le  ope ra tion  o f  lo c a l timber p rocessing fac ilit ie s  in A la ska  to p roduce high va lue- 
added w ood  products and other va lue-added w ood  products from  tim ber cut on state land . 
O ne m eans o f  encou rag ing such fac ilities is th rough the use o f  an incentive by reducing the 
stum page p rice o f  tim ber o ffe re d  through negotiated tim be r sa le con tracts. The va lue-added 
use o f  tim be r harvested in A laska  is intended to fo s te r a stab le , sm a ll sca le , lo c a lly  run, 
Finished w ood  products industry by p rov id ing  a steady re liab le  supp ly  o f  tim ber at a  re liab le  
ra te o v e r  a pe riod  o f  tim e to a pu rchaser o f  the tim be r that w i ll p rov id e  m axim um  
oppo rtun itie s  fo r  jo b s  in A la ska  w ith ou tjs ig n ifican tly  adve rse ly  a ffec ting fish  and w ild life
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habitat and the fo re s t resources.
*  Sec . 2 . A S  3 8 .0 5  is amended by adding a new section to a rtic le  4  to read:

Sec . 3 8 .0 5 .1 2 3 . N E G O T IA T E D  T IM B E R  S A L E S  F O R  L O C A L  
M A N U F A C T U R E  O F  W O O D  P R O D U C T S , (a )  N otw ithstand ing  the p rov is ion s o f  
A S  3 8 .0 5 .1 1 5  and 3 8 .0 5 .1 2 0 , and upon a Finding that the sa le is in the best interest o f  
the state, the com m iss ione r m ay negotiate a sa le  o f  tim be r fo r  use in the lo c a l 
m anu factu re o f  high va lue-added w ood products. A  tim ber sa le contract entered in to 
under this section m ay p rov ide fo r  a harvest o f  up to 1 0 ,00 0 ,0 0 0  board feet o f  tim ber 
each yea r, consistent w ith sustained y ie ld  p rin c ip les , and m ay be fo r  a term  o f  up to 
10 years . In itia l stumpage rates fo r  a contract under this section sh a ll be determ ined 
by negotiation but m ay not be less than the base price fo r  the area as estab lished under 
regu la tions adopted by the com m issioner. A  contract under this section sha ll p rov ide  
that stumpage rates sha ll be redeterm ined by negotiation at least once every three years 
du ring  the term  o f  the contract, to re flec t changes in m arket cond itions; the 
redeterm ined rates m ay not be less than the base p rice fo r  the area as estab lished under 
regu la tion s adopted by the com m iss ioner. The com m iss ione r sh a ll by regu la tion  set 
a m ax im um  num ber o f  contracts, but not less than tw o, p e r reg ion  o f  state that m ay 
be negotia ted  under this section .

(b ) N o tice o f  intent to negotiate a contract under this section sha ll be g iven in 
accordance w ith A S  3 8 .0 5 .9 4 5 .

(c )  T he  com m iss ioner m ay negotiate a sa le o f  tim be r under this section i f  the 
p rospec tive  purchaser agrees to use to  the m ax im um  exten t c om m e rc ia lly  p racticab le 
the tim be r sub ject to the sa le  fo r  the loca l m anu factu re o f  h igh va lue-added w ood  
products. T he  com m issioner sha ll determ ine the m ax im um  am ount o f  the tim ber being 
s o ld  that is c om m erc ia lly  p racticab le to use fo r  those pu rposes and m ake the use o f  
that percentage o f  the tim ber fo r  those purposes a term  o f  the contract. In  eva luating 
p roposa ls , the com m iss ioner sh a ll take into account the p roposed manufacture o f  o ther 
v a lu e -add ed  w ood  products to be produced under a negotia ted contract.

(d )  B e fo re  a sa le m ay be negotiated under this section ,
( 1 ) the area o f  the sa le  must be designated fo r  fo re s try  purposes by a 

v a lid , ex is tin g  area p lan adopted under AS 3 8 .0 4 ; and

CSSB 180CRES) -2-
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( 2 )  the requirem ents o f  A S  3 8 .0 5 .1 1 2  and 3 8 .0 5 .1 1 3  must be met.
(e ) In  m aking the best interest find ing  required by A S  3 8 .0 5 .0 3 5 (e )  and this 

section , the com m iss ione r sh a ll consider, in addition to other fac to rs ,
( 1 )  the d irect econom ic bene fit from  the lo c a l m anu factu re o f  high 

va lue-added w ood  products as a re su lt o f  the sa le ;
( 2 )  the d irect econom ic benefit f rom  other lo c a l p rocessing  o f  the 

tim be r to be undertaken by the pu rchaser as a resu lt o f  the sa le , inc lud ing  the 
m anufacture o f  o ther va lue-added w ood  products in addition to high va lue-added w ood 
p roducts;

( 3 )  the lik e lih o od  o f  com m erc ia l success o f  ihe lo c a lly  m anufactured 
h igh va lue-added w ood products and other va lue-added w ood products;

( 4 )  the extent to w h ich the sa le  is lik e ly  to re su lt in the creation and 
m aintenance o f  a stab le lo c a l jo b  base;

(5 )  the existence o f  adequate protection measures to ensure the 
su sta inab ility  o f  fish  and w ild li fe  habitat and popu la tions and continuation o f  o ther 
uses o f  the area sub ject to the negotiated sa le ;

( 6)  the stumpage retu rn to the state; and
(7 )  any o the r reasonab ly  fo re seeab le  benefits to the state and lo ca l 

econom ies from  the sale.
( f )  A s part o f  the tim be r sa le  negotia tions au thorized by this section , the 

com m iss ione r m ay require a p rospective pu rchaser negotiating a tim be r sa le  contract 
to subm it fin anc ia l and technical data that dem onstra tes that the requ irem ents o f  this 
section  have been o r w ill be met. U p on  the prospective pu rchase r’ s request, the 
com m iss io n e r sh a ll keep data p rov ided  by the pu rchaser con fid en tia l in accordance 
w ith the requirem ents o f  A S  3 8 .0 5 .0 3 5 (a ) (9 ) .

(g ) I f  the com m iss ione r determ ines that add itiona l ana lys is is necessary in 
o rd e r to com p le te  the best interest find ing  fo r  a sa le under this section , the 
com m iss ione r m ay require the prospective purchaser to retain and pay fo r  the services 
o f  a  con trac to r to assist the com m iss ione r in eva lua ting the p roposed  negotiated sa le  
and fin anc ia l and technical data re la ting to the p roposed  sale. The con trac to r sh a ll be 
se lected by the prospective purchaser from  a lis t o f  consu ltants in fo re s try  and tim ber

WORK DRAFT WORK DRAFT WORK DRAFT
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econom ics p rov id ed  by the com m issioner. I f  the com m iss ione r requires a prospective 
purchaser to retain the services o f  a contractor under this subsection, the com m iss ioner 
sh a ll de te rm ine the scope o f  the w o rk  to be pe rfo rm ed  by the contractor.

(h ) U nde r this section, a perform ance rev iew  sha ll be completed not m ore than 
f iv e  years a fte r a tim ber sa le contract is entered in to  by the department to ensure that 
the pu rchase r is p e rfo rm ing  in accordance w ith the te rm s o f  the contract, and to 
determ ine i f  an updated fo re s t land use p lan  under A S  3 8 .0 5 .1 1 2  is needed. I f  the 
com m iss ion e r determ ines that the

( 1 )  pu rchaser is not p e rfo rm ing  in accordance with the contract, the 
com m iss ione r m ay term inate the contract;

(2 )  contract con flic ts  w ith the cu rrent fo re s t land use p lan , the 
com m iss ione r m ay term inate the contract i f  the c on flic t cannot be reso lved , p rov ided  
that the com m iss ion e r m ay not term inate a con tract under this paragraph f o r  la ck  o f  
timber un til the com m issioner has made a good faith e ffo rt to find suitable replacement 
tim ber.

( i )  A  tim be r sa le  negotiated under this section does not a ffe c t o the r tim ber 
ha rvest p rog ram s under A S  3 8 .0 5 .1 1 0  - 3 8 .0 5 .1 2 0 . ^

( j )  A  pu rchase r m ay not be a party to m ore  than one contract unde r this 
section at any one tim e. /

( k )  In  th is section ,
( 1 )  "h igh value-added w ood product" means kiln -d ried  o r  com m erc ia lly  

d ried  lum ber, in te rio r fin ish  paneling , and trim , f lo o r in g , doo rs , and w indow s, cabinet 
stock , fu rn itu re , m usica l instruments o r  parts o f  instrum ents, toys, to o ls  and 
im p lem en ts , ready -to -assem b le bu ild ing  kits , veneer, p lyw ood , fin ge r-jo in ted  lum ber, 
house log s , and o th e r s im ila r fin ished  w ood  p roducts sp ec ified  by the com m iss ioner 
by regu la tion  and, f o r  deciduous aspen, p op la r , and h igh  defect b irch , inc ludes 
eng ineered w ood  products and pane led  w ood  products;

(2 ) "o th e r va lue-added w ood product" m eans pu lp , chips, w a fe rboard , 
ch ipboard , fib e rb oa rd , green lum ber, cants, slabs, o r  p lanks intended fo r  remanufacture, 
and o ther s im ila r  w ood  products spec ified  by the com m iss ione r by regu la tion .

*  Sec. 3 . Notw ithstanding A S  3 8 .0 5 .1 2 3 (a ) , added by sec. 2  o f  this Act, the com m issioner

WORK DRAFT WORK DRAFT WORK DRAFT
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m ay negotiate no m ore than, tw o sales o f  tim ber f o r  lo ca l m anufacture o f  high va lue-added 
tim ber p roducts under A S  3 8 .0 5 .1 2 3  in each reg ion o f  the state in ca lendar years 1996 , 1997 , 
and 1998 .

WORK DRAFT

-5- CSSB 180(RES)
New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]



I

1

2

3

4

5
6

7

8

9

1 0

1 1

1 2

13

14

9-GS0046\C  -  

L uc kh au p t 

2/21/96

WORK DRAFT WORK DRAFT WORK DRAFT

CS FOR SENATE BILL NO. 180(RES)

IN  T H E  L E G IS L A T U R E  O F  T H E  ST A T E  O F  A L A S K A

N IN E T E E N T H  L E G IS L A T U R E  - S E C O N D  S E S S IO N

BY  THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE BY  REQUEST OF THE GOVERNOR
A BILL

FOR AN ACT ENTITLED

"An Act authorizing the commissioner of natural resources to negotiate and enter

into timber sale contracts that provide for local manufacture of high value-added

wood products."

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

* Section 1. L E G IS L A T IV E  F IN D IN G S  A N D  P U R P O S E . T he  leg is la tu re finds that it is 
in the best interests o f  the peop le and econom y o f  A la ska  to encou rage the estab lishm ent and 
su sta inab le  ope ra tion  o f  lo ca l tim ber processing fac ilitie s  in A la s k a  to p roduce h igh va lu e - 
added w ood  p roducts and other va lue-added w ood products from  tim be r cut on state land . 
O ne m eans o f  encou rag ing such fac ilities is th rough the use o f  an incentive by reducing the 
stum page p rice  o f  tim ber o ffe red  through negotiated tim ber sa le  contracts. T he  va lu e-added 
use o f  tim be r harvested in A laska  is intended to fo s te r a stab le , sm a ll sca le , lo c a lly  run , 
fin ish ed  w ood  products industry by p rov id ing  a steady re liab le  supp ly  o f  tim ber at a  re liab le  
ra te o v e r  a pe riod  o f  time to a purchaser o f  the tim ber that w i ll p rov id e  m ax im um
oppo rtu n itie s  f o r  jo b s  in A laska! Without' significantly :advcrselyaffee ting fish and wildlife

-1- CSSB 180(RES)
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*  Sec . 2 . A S  3 8 .0 5  is amended by adding a new  section to artic le  4  to read:
Sec . 3 8 .0 5 .1 2 3 . N E G O T IA T E D  T IM B E R  S A L E S  F O R  L O C A L  

M A N U F A C T U R E  O F  W O O D  P R O D U C T S , (a ) N otw ithstanding the p rov is ion s o f  
A S  3 8 .0 5 .1 1 5  and 3 8 .0 5 .1 2 0 , and upon a find ing  that the sa le is in the best interest o f  
the state , the com m iss ioner m ay negotiate a sa le  o f  tim be r fo r  use in the lo c a l 
m anu factu re o f  high va lue-added w ood  products. A  tim ber sa le contract en tered into 
under this section may p rov ide fo r  ^harvest of. up to 10;0QO,000 board feet o f  tim ber 
each yea r, consistent w ith susta ined y ie ld  p rin c ip les , and m ay be fo r  a te rm  o f  up to 
10 years . In it ia l stumpage rates f o r  a contract under this section  sha ll be determ ined 
by negotia tion but may not be less than the base price fo r  the area as estab lished under 
regu la tions adopted by the com m iss ioner. A  contract under this section sh a ll p rov ide  
that stumpage rates sha ll be redeterm ined by negotiation at least once every  three years 
du rin g  the term  o f  the contract, to re fle c t changes in m arket cond ition s ; [the 
redeterm ined rates may not be less than the base price fo r  the area as estab lished under 
regu la tion s  adopted by the com m iss ione r^  The com m iss ione r sh a ll by regu la tion  set 
a m ax im um  num ber o f  contracts, but not less than two, per reg ion  of. state that m ay 
be negotia ted  under this section .

(b )  N o tice o f  intent to negotiate a contract under this section sh a ll be g iven in 
accordance w ith A S  3 8 .0 5 .9 4 5 .

(c )  T he com m iss ioner m ay negotiate a sa le  o f  tim ber under this section i f  the 
p rospec tive  purchaser agrees to use to the m ax im um  extent com m e rc ia lly  p racticab le 
the tim be r sub jec t to the sa le  f o r  the lo c a l m anu factu re o f  h igh va lu e-added  v /cod  
products^ The com m issioner sh a ll determ ine the m axim um  am ount o f  the tim ber being 
s o ld  that is com m erc ia lly  p racticab le to use fo r  those pu rposes and m ake the use o f  
that percentage o f  the tim ber fo r  those purposes a term  o f  the contract. In  eva lua ting  
p roposa ls , the com m issioner sh a ll take into account the p roposed manufacture o f  o ther 
va lu e -added  w ood  products to be p roduced  under a negotiated contract.

v a lid , ex is ting  area p lan adopted under AS 38.04; and '

(d )  B e fo re  a sa le m ay be negotiated under this section ,
( 1 )  the area o f  the sa le  must be dqsi&nated f o r  fo re s try  purposes by /a
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(e ) In  m ak ing  the best interest find ing  requ ired by A S  3 8 .0 5 .0 3 5 (e )  
section , the com m iss ione r sh a ll consider, in addition to other fac to rs ,

(1 )  the d irect econom ic bene fit from  the lo ca l m anu factu re o f  h igh 
va lu e -added  w ood  products as a re su lt o f  the sa le ;

( 2 ) the d irect econom ic bene fit from  other lo c a l p rocessing o f  the 
tim be r to be undertaken by the pu rchaser as a re su lt o f  the sa le , in c lud ing  the 
m anufacture o f  o ther va lue-added w ood  products in addition to high va lue-added w ood  
p roducts ;

( 3 )  the lik e lih o od  o f  com m erc ia l success o f  the lo c a lly  m anu factu red  
h igh va lu e-added  w ood  products and other va lue-added wood products;

( 4 )  the extent to which the sa le  is lik e ly  to resu lt in the c reation  and 
m aintenance o f  a  stab le lo c a l jo b  base;

(5 )  the existence o f  adequate protection m easures to ensure the 
su sta inab ility  o f  fish  and w ild life  habitat and popu la tions and con tinuation  o f  o th e r 
uses o f  the area sub ject to the negotiated sa le ;

(6)  the stumpage retu rn to the state; and
(7 )  any other reasonab ly  fo re seeab le  benefits to  the state and lo c a l 

econom ies f ro m  the sa le .
( f )  A s part o f  the tim ber sa le  negotia tions au thorized by this section , the 

com m iss ion e r m ay requ ire a p rospective  pu rchaser negotiating a tim ber sa le  con tract 
to subm it fin an c ia l and technica l data that dem onstra tes that the requ irem ents o f  th is 
section  have been o r  w i ll be met. U p on  the prospective pu rchase r’ s request, the 
c om m iss io n e r sh a ll keep data p rov id ed  by the pu rchaser con fid en tia l in accordance 
w ith  the requ irem ents o f  A S  3 8 .0 5 .0 3 5 (a ) (9 ) .

(g ) I f  the com m iss ione r determ ines that add itiona l an a lys is is necessary in 
o rd e r to com p le te  the best interest find ing  fo r  a sa le under this section , the 
com m iss ion e r m ay require the prospective purchaser to retain and pay fo r  the serv ices 
o f  a con trac to r to assist the com m iss ione r in eva lua ting  the p roposed  negotia ted  sa le 
and fin an c ia l and technical data re la ting  to the p roposed  sale. T he con trac to r sh a ll be 
se lected by the prospective purchaser from  a lis t o f  consultants in fo re s try  and tim ber
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econom ics p rov ided  by the com m iss ioner. I f  the com m iss ione r requires a prospective 
purchaser to retain the services o f  a contractor under this subsection , the com m issioner 
sh a ll de term ine the scope o f  the w o rk  to be pe rfo rm ed  by the contractor.

r
(h ) U n d e r this section, a perfo rm ance review  sha ll be com pleted not m ore than 
Five years a fte r a tim ber sa le contract is entered in to by the department to ensure that 
the pu rchaser is p e rfo rm in g  in accordance w ith the te rm s o f  the contract, and to 
determ ine i f  an updated fo re s t land  use p lan  under A S  3 8 .0 5 .1 1 2  is needed. I f  the 
com m iss ione r determ ines that the

com m iss ione r m ay term inate the contract i f  the con flic t canno t be re so lved , p rov ided  
that the com m iss ione r m ay not term inate a contract under th is parag raph f o r  la ck  o f  
tim ber until the com m issioner has made a good  faith e ffo rt to fin d  suitable replacement 
tim ber. ^ —

( i )  A  tim be r sa le  negotiated under th is section does not a ffe c t o ther tim ber 
harvest p rog ram s under A S  3 8 .0 5 .1 1 0  - 3 8 .0 5 .1 2 0 .

( j )  A  pu rchase r m ay not be a party to m ore  than one contract under this 
section  at any one tim e.

(k )  In  th is section ,

•'dried lum ber, in te rio r fin ish  pane ling , and trim , f lo o r in g /d o o rs , and w indow s, cabinet 
stock , fu rn itu re , m us ica l instrum ents o r  parts o f  instrum ents , toys , to o ls  and '

house log s , and o th e r s im ila r fin ish ed  w ood  p roducts sp ec ified  by the com m iss ione r 
by  regu la tion  and, f o r  deciduous aspen, p op la r , and h igh  de fect b irch , include^ 
Engineered w ood  p roducts and pane led  w ood  products?

ch ipboard , fib e rb oa rd , green lum ber, cants, s labs, o r  p lanks'in tended fo r  remanufacturS, 
and o the r s im ila r  w ood  products sp ec ified  by th ecom m iss io n c fcb y  regu la tion .

*  Sec . 3 . Notw ithstanding A S  3 8 .0 5 .1 2 3 (a ) , added by sec. 2 o f  tliis Act, the com m iss ioner

( 1 )  pu rchaser is no t p e rfo rm ing  in accordance with the contract, the 
com m iss ione r m ay term inate the contract;

( 2 )  contract con flic ts  w ith the cu rrent fo re s t land  use p lan , the

( 1 )  "h igh va lue-added w ood product" means K iln-dried o r  com m erc ia lly

r,-p ly  w ood , fin g e r- jo in ted  lum ber,

(2 )  "o th e r va lue-added w ood product" m eans { f lf lp 'S h ip s , w arerboard ,
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m ay negotia te jn o  m ore than tw o jsa les o f  tim ber fo r  lo ca l m anufacture o f  h igh va lu e-added 
tim ber products under A S  3 8 .0 5 .1 2 3  in each reg ion  o f  the state in ca lendar years 1996 , 1 997 , 
and 1998 .
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D IV IS IO N  O F  L E G A L  A N D  R E S E A R C H  S E R V IC E S  

L E G IS L A T IV E  A F F A IR S  A G E N C Y  

S T / 'T E  O F  A L A S K A

1 3 0  S e w a rd  S t r e e t ,  S u i t e  4 0 9
J u n e a u ,  A la s k a  9 9 8 0 1 - 2 1 0 5

M E M O R A N D U M February 2 1 , 1996

SUBJECT: L o c a l M anu factu re o f  H igh  V a lu e -A dded  W oo d  P roducts - 
C S S B  1 8 0 (R E S ) , D ra ft , D ated 2 /2 1 /9 6  
(W o rk  O rde r N o . 9 -G S 0 0 4 6 \C )

T O : Sena to r L o ren  Lem an 
A ttn : Annette K re itze r

FROM: G e ra ld  P . Luckhaup t 
L eg is la tiv e  C oun se l

Enc losed  is the d ra ft com m ittee substitute you  requested. I  have one com m ent concern ing 
the b i l l .  T h e re  is a r is k  that the p rov is ion s  o f  th is b i l l requ iring  lo c a l m anu factu re m ay 
v io la te  the interstate com m erce c lause o f  the Un ited  States C on s titu tion .- W h i le  the state 
can try  to c ra ft an argum ent that the b i ll is not unconstitu tiona l, i f  I  w ere a betting man I'd  
p rob ab ly  pu t m y m oney  on  a cou rt fin d ing  the b i ll unconstitu tiona l. M y  conce rn  in  this 
a rea  is based upon  the dec is ion  o f  the U n ited  States Sup rem e C ou r t in Sou th -C en tra l 
T im b e r D eve lo pm en t In c . v . W unn ick e . 4 6 7  U .S .  8 2 , 81 L .E d . 2d  7 1 , 1 0 4  S .C t . 2 2 3 7  
(1 9 8 4 ) .11 I do be lieve  the state cou ld  p rov ide  that in-state o r lo c a l p rocessing o f  tim ber

'I assume that th is is what G o ve rn o r K n ow le s  is re fe rring  to on  page 2  o f  his 
transm itta l letter fo r  H B  3 4 4  where he says: "M y  A dm in istra tion  w ill be w o rk ing  w ith  the 
A la s k a  C ong ress iona l de lega tion  to ensure that approp riate re la ted changes are m ade to 
fede ra l law ."

2A s a note, the state cu rren tly  has a regu la tion , 1 1 A A C  7 1 .2 3 0 , that addresses the 
sub jec t o f  "p rim a ry  m anu factu re " o r  pa rtia l p rocessing o f  tim be r o ffe re d  f o r  sa le  by the 
state. T he reg u la tio n  says:

P R IM A R Y  M A N U F A C T U R E  O F  T IM B E R , (a ) The 
d ire c to r w ill,  in his d isc re tion , requ ire  the p rim a ry  m anu factu re o f  
tim be r rem oved  unde r this chapter [11 A A C  7 1 ] be accom p lished 
w ith in  the state to the extent consistent w ith law .

(b )  F o r  the pu rposes o f  this section , the d ire c to r w i ll 
conside r tim ber which has been m anufactured into a p roduct f o r  use 
w ithou t fu rth e r p rocessing  as hav ing been p r im a rily  m anu factu red

(con tinued ...)



c ou ld  be a fac to r the com m iss ione r conside rs in determ in ing whether to en ter in to a 
negotia ted sa le o f  tim be r fo r  loca l m anu factu re o f  high va lue-added w ood  products. The 
consideration o f  th is as one o f  m any fac to rs , w h ile  not ac tua lly  requ iring it as a contractua l 
p ro v is ion , w ou ld  p rob ab ly  no t run a fo u l o f  W unn icke .

T he Un ited  States Suprem e C ou rt in W unn icke  found  A laska's p rim a ry m anu factu re 
requ irem ent em bod ied  in  11 A A C  7 1 .2 3 0  unconstitu tiona l. B r ie f ly  sum m arized , the cou rt 
f irs t found  that C ong ress had not au tho rized  A laska 's p rim a ry  m anufacture requ irem ent. 
W h ile  the court found  evidence (in  a series o f  annual riders attached to federa l app rop ria tion  
A cts in  the preced ing decade) o f  a c le a r ly  de fined fede ra l p o lic y  im pos ing  p rim a ry  
m anu factu re requ irem ents as to tim ber taken from  federa l lands in A laska , in o rd e r fo r  the 
state's regu la tion  to be rem oved  from  the reach o f  the Com m erce C lause o f  the Un ited  States 
C onstitu tion ,- it requ ired  that C ong ress iona l intent to a llow  state regu la tion  o v e r a facet o f  
interstate com m erce m ust be unm istakab ly  c lea r. T he cou rt conc luded that C ong ress had 
acted o n ly  w ith respect to activ ities on  fede ra l lands and determ ined that its au tho riza tion , 
by s ilence , o f  s im ila r ac tiv ities on non -fed e ra l lands cou ld  not be in ferred .

Senator Loren Leman
February 21, 1996
Page 2

2( ...c on tinu ed )
o n ly  i f  the d ire c to r determ ines that there is a m arket f o r  the 
p roduct.

A t 11 A A C  7 1 .9 1 0 (1 1 )  there appears this d e fin ition  o f  "p rim a ry  m anu fac tu re ":

"p rim a ry  m anufacture" means m anufacture which is f irs t  in 
o rd e r o f  tim e o r  deve lopm en t; the te rm

(A ) when used in  re la tion  to a saw m illin g  opera tion , 
means the b reakdow n process in which log s are reduced in size . . . 
to the extent that the re s idua l cants, s lab s , o r  p lanks do no t exceed 
a n om in a l e ight and th ree -quarte rs inches in th ickness;

(B )  when used in re la tion  to a pu lp  opera tion , means 
the b reakdow n process to the po in t at which w ood fibers have been 
separated ;

(C ) when used in  re la tion  to an opera tion  f o r  venee r 
fo r  p lyw ood  p rodu c tion , it m eans the p roduction  o f  g reen venee r;

(D )  when used in re la tion  to po les o r p iling , whether 
treated o r  un treated , m eans m anu factu re fo r  the pu rpose o f  use as 
po les o r  p i lin g ; and

(E )  when used in re la tion  to tim ber p rocessing  
wastes, m eans m anu factu re in to ch ips.

2/ A rtic le  I ,  section 8 , c lause 3 p rov id e s , in pertinen t pa rt, that the Un ited States 
C ong re s s  m ay "regu la te  com m erce w ith fo re ig n  nations [and ] am ong the seve ra l states



T h e co u rt th en  re jec ted  A lask a 's  fu rther asse rtio n  th a t its re s tr ic tio n s  on  th e  ex p o rt o f  
u n p ro cessed  tim b e r from  sta te-ow ned  land w as  ex em p t from  C o m m erce  C lau se  scru tiny  
u nder the so -called  "m arket-partic ipan t d o c trin e ." - T h e  court co u ld  no t find  ev id en ce  tha t 
A lask a  w as, in fact, a p artic ip an t. In stead , th e  co u rt o p in io n  dec lared :

[D jow nstream  restric tions have a g reater regu lato ry  effect th an  do  lim itations 
on  th e  im m ed ia te  transac tions. Instead  o f  m ere ly  ch o o sin g  its ow n  trad in g  
p artn e rs , the  S ta te  is a ttem p tin g  to  g o v ern  th e  p riv a te , sep ara te  eco n o m ic  
re la tio n sh ip s  o f  its  trad ing  partn ers; tha t is, it res tric ts  the  p o st-p u rch ase  
ac tiv ity  o f  th e  pu rchaser, ra th e r than  m ere ly  th e  p u rch asin g  ac tiv ity . In 
con trast to  the  situation  in  W hite  [v. M assach u se tts  C ouncil o f  C o n stru c tio n  
E m p lo y ees . In c .. 46 0  U .S . 204 , 75 L .E d .2 d  1, 103 S .C t. 1042 (1 9 8 3 )], th is  
re s tr ic tio n  o n  p riv a te  eco n o m ic  ac tiv ity  takes p lace  a fte r the  co m p le tio n  o f  
the parties' d irec t com m ercial ob ligations, ra ther than  [as in W hite] during  the 
co u rse  o f  an  o n g o in g  com m ercia l re la tio n sh ip  in  w h ich  th e  c ity  re ta in ed  a  
c o n tin u in g  p ro p rie ta ry  in tere st in  the su b jec t o f  the  con tract. In sum , the 
State m av no t avail i ts e lf  o f  the  m ark e t-p artic ip an t d o c trin e  to  im m u n ize  its 
d o w n stream  reg u la tio n  o f  the tim b er-p ro cessin g  m arke t in w h ich  it is no t a 
p a r tic ip an t.

S outhcentra l T im b er D evelopm en t. 81 L .E d.2d a t 84 (em phasis added , no te om itted , c ita tion  
su p p lied ). -

Senator Loren Leman
February 21, 1996
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-1 C ase  law  m akes c lea r that, if  a s ta te  acts in a  m ark e t as a p a rtic ip a n t, as 
d is tin g u ish ed  fro m  its ex e rc is in g  its ro le  as a re g u la to r, the C o m m erce  C lau se  p laces no  
re s tr ic tio n s  o n  the s ta te 's  ac tiv ities . H ughes v . A lex an d ria  S crap  C o rp . . 4 2 6  U .S . 7 9 4 , 
4 9  L .E d .2 d  2 2 0 , 96 S .C t. 2488 (1976), R eeves. Inc. v. S take. 447  U .S . 4 2 9 , 65 L .E d .2 d  
2 4 4 , 100 S .C t. 2271 (1980), W hite  v. M assachusetts C ouncil o f  C o n stru c tio n  E m p lo y ers . 
I n c . . 4 6 0  U .S . 2 0 4 , 75 L .E d .2 d  1, 103 S .C t. 1042 (1983). T h e  cases a ll co n s id ered  
factual s itu a tio n s  in  w h ich  g o v ern m en t ex p en d itu re  o f  p u b lic  m oney  fo r co m m erc ia l 
p u rp o se s  y ie ld ed  b en efits  tha t the  g o v ern m en ts  w ish ed  to  keep  w ith in  the  a ffec ted  
co m m u n itie s .

5/ A n d , th e  c o u r t cau tio n ed ,

T h is is not to  say that the  S tate cou ld  evade the reason ing  o f  
th is op in io n  by m ere ly  including  a p ro v isio n  in  its co n trac t that title  
does no t pass until the p rocessing  [o f the tim ber] is co m p le te . I t is 
the substance o f  the transaction , ra th e r th an  the  label a ttach ed  to  it, 
th a t g o v e rn s  C o m m erce  C lau se  ana lysis .

S o u th cen tra l T im b e r D ev e lo p m en t. 81 L .E d .2 d  84 , n . 11.



F in a lly , the  co u rt su m m arily  re jected  th e  s ta te 's  fu rth e r co n ten tio n  th a t th e  re s tr ic tio n  does 
n o t im p o se  a b u rd en  on  in tersta te  o r fo re ig n  com m erce.

In  th e  in te rv en in g  years, re ly in g  on  the o p in io n  c ited , the A lask a  D ep artm en t o f  N atu ra l 
R eso u rc es  has n o t im p lem en ted  its reg u la tio n .-

I w ish  I cou ld  tell you that the "m arket partic ipation" excep tion  has been  substan tia lly  altered  
by  o n e  o r  m o re  in terven ing  court d ec is io n s so  th a t an o th er effo rt to c raft a  p rim ary  
m an u fa c tu re  req u irem en t m ig h t be b ro u g h t w ith in  a  re fash io n ed , b roadened  d e fin itio n  o f  
"m arket."  B u t S ou thcen tra l T im b er D ev e lo p m en t ap p ears  to  have  been  the  last w ord  from  
the C o u rt on the subject, and I th ink  w e sh o u ld  u n d erstan d  th a t th e  C o u rt is h ig h ly  un likely  
to  lo o k  k in d ly  on  fu rther s ta te  effo rts  a im ed  at reg u la tin g  co m m erc ia l ac tiv ity  in vo lv ing  
re so u rces  tha t h ap p en  to  be found  on  s ta te  land. T h e  ea rlie r d ec is io n s in fe r tha t th e  C o u rt 
m ay  be w illin g  to  accep t m o re  m o d est effo rts  lim ited  to  those  w ith  w h o m  g o v ern m en t 
en g ag es  as a bu sin ess  p artic ip an t in c lu d in g , esp ec ia lly , in stances in  w h ich  the g o v ern m en t 
co m m its  to  expenditure o f  public  m oney  in con junction  w ith  those com m ercial efforts.- T he

Senator Loren Leman
February 21, 1996
Page 4

- In  the  o th er W estern  states, w ith  one  no tab le excep tion , the recen t trend  has been  
to  b a n  th e  sa le  and ex p o rt o f  u n p ro cessed  tim b er. U n d e r the F o re s t R eso u rces  C o n ­
se rv a tio n  and  S hortage R e lie f A ct o f  1990, a series o f  p ro v isio n s set o u t in  16 U .S .C . 620 
e t s e q ., e ffec tiv e  in  Jan u a ry , 1991, ex ten d ed  an  ex is tin g  ban  o n  u n p ro cessed  log  ex p o rts  
f ro m  fe d e ra l lands in  the 11 co n tig u o u s W e ste rn  s ta tes , d irec ted  the U .S . S ec re ta ry  o f  
C o m m erce  to ban  all ex p e rts  o f  u n processed  tim ber from  these 11 states w ith  annual sales 
v o lum e o f  4 00  m illion  board  feet o r  less, b u t allow ed a partia l sale  o f  u n p ro cessed  tim b e r 
fro m  states w ith  sa les ex ceed in g  tha t v o lu m e (to  the  am o u n t o f  n o t m o re  th an  25' p e rcen t 
o f  u n p ro c e sse d  tim b er). 16 U .S .C . 6 2 0 a  - c. In  essen ce , the p ro v is io n  fav o red  lim ited  
c o n tin u e d  sa les o f  u n p ro cessed  tim b e r fro m  sta te  an d  p riv a te  lands on ly  in W ash in g to n ; 
o n e  ra tio n a le  o ffe red  w as th a t rev en u e  fro m  th ese  sa les p ro v id ed  su b stan tia l su p p o rt fo r 
p u b lic  ed u catio n  in  tha t s ta te  and  h elped  a n u m b er o f  co u n ties  w ith  su b stan tia l lan d s th a t 
w e re  u n d e r  tim b e r h a rv es t to  m ee t th e  costs  o f  a ran g e  o f  o th e r g en e ra l g o v e rn m e n t 
se rv ices . In  1992, the S ecretary  o f  C o m m erce , ac ting  u n d er au tho rity  g iv en  e lsew h e re  in 
th a t  A c t, te rm in a ted  even  th is lim ited  ex cep tio n  fo r  ex p o rt o f  u n p ro c essed  tim b e r from  
W a sh in g to n  by  m ak ing  the  ban  on  th o se  sa les to ta l. T h e  s ta tu to ry  p ro v is io n s  an d  the 
s e c re ta ry 's  o rd e rs  w ere  s tru ck  d o w n  as v io la tiv e  o f  the T en th  A m en d m en t by the  N in th  
C irc u it  C o u rt o f  A ppeals  in  B oard  o f  N a tu ra l R eso u rces  o f  W ash in g to n  v. B ro w n . 992  
F .2 d  9 3 7  (9 th  C ir . 1993).

7T h e  a rg u m en t can  be m ad e  i f  ex p en d itu re  o f  s ta te  funds q u a lifies  the s ta te  as a 
m a rk e t p a rtic ip a n t then  fo rego ing  the  rece ip t o f  s ta te  funds shou ld  q u a lity  th e  s ta te  as a 
m a rk e t p a rtic ip an t also . T herefo re , i f  the  state  w e re  to  p ro v id e  in cen tiv es  tha t inv o lv ed  
fo reg o in g  the  rece ip t o f  s ta te  funds, fo r ex am p le  by p ro v id in g  fo r the sa le  o f  tim b e r at less 
th an  fa ir  m ark e t v alue , then  the sta te  is eco n o m ica lly  in v o lv ed  as a m arke t p a rtic ip an t and

(co n tin u ed ...)



n e g o tia te d  sa les an d  d ec is io n s to  en te r into them  co u ld  be co n sid ered  to  be ju s t  su ch  a  
s itu a tio n  w h e re  the sta te  is invo lved  as a  b usiness p artic ip an t w ith  th e  logger. A s  su ch , a 
p ro v is io n  th a t a llo w s o r requ ires the  co m m iss io n e r to  co n sid e r w h ere  th e  tim b e r w ill be 
p rocessed  m ay  be perm issib le . B ut I 'm  no t conv inced  that a  p rov ision  o f  a  local m anufac tu re  
nego tiated  sa le  tha t req u ires  in -state  p ro cessin g  co u ld  be en fo rceab le  as I d o n 't b e liev e  th a t 
that situation  w ou ld  be  d istin g u ish ab le  from  th e  d o w n stream  reg u la tio n  co n d em n ed  by  the 
S u p rem e C o u rt in  W u n n ick e . See infra , p .3 -4  and  fo o tn o te  4.

Senator Loren Leman
February 21, 1996
Page 5

G P L :p l
9 6 -0 5 9 .p lm

E n clo su re

’(...co n tin u ed )
a  req u irem en t o f  p rim ary  o r  local m an u fac tu re  sh o u ld  b e  perm issib le . I do  n o t k n o w  w h a t 
the likelihood  o f  success for th is argum ent is, I on ly  know  that facially  it appears to  m eet the 
req u irem en ts  fo r the  m ark e t partic ipan t doctrine .



S E C T IO N A L  A N ALYS IS  O F CS HB344 FOR HO USE RESO URC ES C O M M IT T E E  

F eb rua ry  21, 1996 ,

M y  nam e  in  Tom  Boutin . I  am  employed as State Forester, in  D epartm ent of N a tu ra l Resources 

D iv is io n  of Forestry. W ith  me is K a r l Ohls, Resources Specialist w ith  the Department of Commerce. 

I  w ou ld  also like  to introduce K ath leen Morse, who has ju s t  been h ired  as Forestry Econom ist w ith  

the Departm ent of Commerce. T hank  you for inv it ing  us here and thank  you for the hard w o rk  you 

have done on HB344; d u r in g  the in te r im  and now w ith  CS that we have before us.

T hank  you  also for a llow in g  the Board of Forestry to add to the pub lic  process on HB344. Last F a ll, 

the B oard  of Forestry he ld  a hea rin g  on the b il l a n d  then worked what they heard  into 

recomm endations. The CS adopted v irtu a lly  a ll of those recommendations.

W e 're  ve ry  p leased w ith  the processes of which we have been a sm a ll pa rt on both HB212 and 

H B344 . The work of the House Resources Committee and  H B212 sponsor Representative Jeanette 

James a llowed v irtua lly  a ll stakeholders and interests to reach an understand ing . W ith  HB344, the 

Board o f Forestry was able to b r in g  its role as a consensus b u ild in g  body of interest groups to the 

process. The Board of Forestry looks for sound science and  good process.

The Governor introduced this leg is lation in  response- to concerns of m any  groups, inc lud ing  members 

of the tim ber industry that we better utilize  the timber tha t is cut in  A laska . HB344 is our response 

to w ha t we th in k  we heard  from  m any  constituents who w an t better u t iliz a t io n  of state tim ber.

W h a t  you  see in  H B344 is w ha t we heard from people like  Steve Seley, of Ketch ikan . The 

Governor's office told m e that Steve wou ld  be here to ta lk  w ith  you today but we ju s t received the 

sad news that Steve's D ad  ju s t  passed away. J  understand  that some other sm a ll SE operators 

w ou ld  be patched in  to this teleconference except for the busy schedule you have before you today.

In  order to not take any more of your time than absolute ly necessary, I  w i l l  now  move to the b il l .

I  k n o w  th is  committee has looked at this b ill'befo re bu t there was a recommendation that I  ru n  

th rough  the b i l l  since there is a CS.
• r -

Section 1. The purpose of HB344 is to b ring  some certainty of wood supp ly  to processors who b ring  

h ig h  v a lu e  in  the m anufacture of state timber. The adm in is tra t io n  has ta lked  w ith  m any sm a ll 

operators and they agree on at least one point:- they- can f in d  a m arke t for any high-value product 

they can produce but they cannot buy the capital equ ipm ent those products requ ire  unless there is 

a re lia b le  supp ly  of t im ber. W h ile  ITB344 is not a m andate  to e lim ina te  lo g  exports or change the 

forest products industry , it's s t il l true that round log export prices p ro h ib it  sm a ll operators in  SE 

from  p u tt in g  capita l equ ipm ent in  place.

HB344 is a tool and an incentive for h igh  value-added processing. W h ile  Governor Know les w ou ld  

lik e  s m a ll independent commercial wood users to have an  advantage , th is  b i l l  is directed toward 

m a x im iz in g  the num ber of jobs per acre harvested and  does not favor any sector of the forest 

products industry .

Section 2 . Sec 2 provides that negotiated timber sales of up to 10 m ill io n  board feet and  10 

years in  du ra tion  can be negotiated for use in  the local m anufacture  of h ig h  value-added wood 

products. H B  344 o r ig in a lly  prov ided for sales of no more than  5 m ill io n  beard feet per year. W e 

d id  not in tend  that w ou ld  be enough to supply a ll the wood needs of some types o f value-adde1 

processing. However, a f irm  tha t has a certainty-of supp ly  for a substantia l pa rt of its needs ca 

'h en  compete on the open m a rke t for timber sold by p rivate  and pub lic  t im be r owners. Very few  

wood users receive a ll o f th e ir  supp ly  from  one source.

W h ile  the CS now a llow s sales of up to 10 m illio n  board  feet per year, we w ou ld  feel more



com fortable w ith  5 to 7 m ill io n  board feet as a m ax im um . Most t im be r sale contracts w i l l  be fa r 

less. A  h ighe r am ount wou ld  a la rm  the public w ithout g a in in g  any u t il it y  whatsoever. The Board 

of Forestry d id  not recommend a n y  change to the contract volume.

The B oard  heard  concerns about the increase in  t im be r offered that m ig h t  result from  th is  b il l .  

Section 2 adopted the Board’s recommendation to provide for lim it in g  the num ber of contracts per 

reg ion  by regu lation . There has been some discussion about different possible interpretations of L n  

16, on Page 2. The w ay  I  understand  it , the comm issioner could set a m ax im um  num be r of 

contracts per reg ion  and  tba t m ax im um  must be two o r m ore. T ha t is acceptable to us i f  that is 

the correct in te rpre tation .

A no the r area that the Board of Forestry investigated is the po rtion  of state timber that is of 

su ffic ien t q u a lity  to produce h ig h  value-added products. The CS adopts the Board of Forestry 

recom m endation to a llow  consideration of other value-added wood products.

Section 2, Paragraph  (e), requ ired the commissioner to consider not on ly  the economic benefits from  

the m anufacture of h ig h  and other value-added wood products, but also the like lihood of the venture 

b e in g  successful, job  creation and  stab ility , fish and w ild life  hab ita t and  m u ltip le  use, and  the 

stum page re tu rn  to the state.

The  CS adds pub lic  process in  p ro v id in g  for an updated Forest L a n d  Use P lan after a 5-year 

performance rev iew . The requirements of AS 38.05.112 (Forest L and  Use P lans) and AS 38.05 .113 

(5 year schedules of t im ber sales) app ly  to HB344 because the Governor wants good public process. 

T he  p u b lic  has to ld us that at least d u r in g  the past 2  years, forest la n d  use plans and  5 year 

schedules have prov ided good pub lic  process.

The Board of Forestry looked at the lis t of h igh  value-added products and  recommended add in g  to 

the lis t . The CS has the am ended lis t to now inc lude veneer, p lywood, finger-jointed lum be r and 

house-logs, exactly as the Board o f Forestry recommended.

The B oard  also w anted to encourage the processing o f other value-added products where the 

resource just cannot m ake h ig h  value-added products. The CS includes the lis t of other value-added 

wood products in  Section 2, P aragraph  (k)(2). Other value-added wood products means p u lp , chips, 

w aferboard , fiberboard , green lum be r, cants, slabs or p la n ks  intended for remanufacture. S im ila r  

products can be specified by  regu lation .

Section 3. As noted earlie r, the Board of Forestry heard about the pub lic  concern that this b i l l  could 

lead to large increases in  the am ount of timber offered. The CS lim its  the num ber of these timber 

sales to no m ore th an  2 per reg ion  in  1996, 1997 and 1998.

/  H B 344  as o r ig in a lly  drafted prov ided for an A laska Forest Products Research and M a rke t in g  

P rogram . W e had not heard of any concerns over that proposal but the CS elim inates it. K a r l Obis 

N ^ w il l t a lk  about that in  a m om ent.

H B 344 does not add tim ber sales. T im be r sales on state la r d  are u n lik e ly  to approach the ce iling  

o f susta ined y ie ld  w ith  m u lt ip le  use because of budget rea lit ies .

HB344 is s im p ly  a method of sale option. I t  does not change public process for timber sales. I t  does 

not transfer any  forest m anagem ent responsib ilities to the tim ber purchaser. It  does not close the 

door on round  log exports.

W e  th an k  you for th is hea r in g  today and the interest the House Resources Committee has shown 

in  st&i,- t im ber. W e  w ou ld  be g lad  to answer any questions you m ay  have.



O utline of Changes 
P repared  b y  R epresen ta tive  B ill W illiam s

A n  A c t au tho riz ing  the  co m m issio n e r o f  natu ra l reso u rces  to  neg o tia te  and  en te r in to  tim b er 
sa le  co n trac ts  th a t p ro v id e  fo r  lo ca l m anufac tu re  o f  h igh  v a lu e-ad d ed  w ood  p ro d u c ts .

Committee Substitute fo r House B ill 344

Page 1, SecMon 1, lines 9-10

A dded : "an in cen tiv e  b y  red u cin g  th e  stum page p rice o f  tim b er o ffered  th rough  n ego tia ted  
tim b e r sa le  con tracts ."

R easo n : T h e  B o ard  o f  F o restry  w an ted  to be certa in  the o n ly  in cen tiv e  o ffered  is  a 
red u c tio n  in the  s tu m p ag e  p rice  fo r  tim ber.

Page 1, Section 1, lines 12-13

A d d ed : "by p ro v id in g  a  steady  re liab le  supp ly  o f  tim b e r a t a  re liab le  a te  o v er a p e rio d  o f  
tim e to  a  p u rch aser o f  the  tim ber"

R easo n : T he B o ard  o f  F o restry  reco g n ized  th e  sing le m ost im p o rtan t req u irem en t o f  a 
v a lu e-ad d ed  w o o d  p ro cess in g  in d u s try  is a lo n g -te rm  re liab le  su p p ly  o f  tim ber.

Page 2, Section 1, line 1

A d d ed : "and  the  fo res t reso u rces ."

R easo n : T h e  B o a rd  o f  F o res try  w an ted  to ensu re  h ig h -g rad in g  o f  state  o w n ed  tim b e r d id  
n o t o c c u r  and tha t the fo rest re so u rces  a re  not s ign ifican tly  ad v erse ly  im pacted  by  value- 
ad d ed  tim b e r sa le  con tracts.

Page 2, Section 2, line 8

C h an g ed  from  [5 ,0 0 0 ,0 0 0 ] b o a rd  fe e t to  10 .000 .000  b o ard  fee t

R eason : F ive m illio n  board  fee t w as  n o t con sid ered  en o u g h  tim b er to p eop le  in  the 
F a irb an k s  areas in  p articu la r to  en co u rag e  new  industry  to  co m e to  F airbanks.

Page 2, Section 2, lines 16-18

A dded: "T he co m m iss io n e r shall by  regu la tion  set a  m ax im u m  n u m b er o f  con tracts , b u t 
no t less th an  tw o, p e r reg io n  o f  the  s ta te  that m ay  be  n ego tia ted  u n d e r th is sec tion ."

R eason : T h e  B o a rd  o f  F o restry  re co m m en d ed  tw o sales p e r re g io n  d u rin g  the tran sitio n  
years; how ever, w e  w an ted  to  en su re  no t le :s  than tw o  p e r  y ea r in  the  years  fo llo w in g  the  
transition .



A dded: "m ax im u m  ex ten t com m ercially  p racticab le"

R easo n : T h e  B o ard  o f  F o restry  understood  the in ten t o f  the  bill v /o u ld  n o t p ro h ib it the 
ex p o rt o f  so m e p o rtio n  o f  tim ber to m ake the sa le  co m m erc ia lly  practicab le .

Page 2, Section 2, line 22

Page 2, Section 2, lines 24-28

A dded : "T he co m m iss io n e r shall determ ine the  m ax im u m  am o u n t o f  the tim b er being  so ld  
th a t is  co m m erc ia lly  p racticab le  to  use fo r those p u rp o se s  an d  m ak e  the  u se  o f  th a t 
p e rcen tag e  o f  th e  tim b er fo r those purposes a te rm  o f  th e  c o n tra c t  In ev a lu a tin g  p roposa ls , 
the  co m m iss io n e r shall take in to  account the p ro p o sed  m an u fac tu re  o f  o th e r v a lu e-ad d ed  
w o o d  p ro d u c ts  to  b e  p ro d u ced  under a n eg o tia ted  co n trac t."

R easo n : T h e  B o a rd  o f  F o restry  understood  the  in ten t o f  th e  bill w o u ld  no t p ro h ib it the  
ex p o rt o f  so m e p o rtio n  o f  tim ber to m ake the sa le  co m m erc ia lly  p racticab le .

Page 4, Section 2, lines 11-15

A d d ed : "(2) co n trac t conflic ts w ith  the cu rren t fo re s t lan d  u se  p lan , the co m m iss io n e r m ay  
te rm in a te  the  co n trac t i f  the conflic t canno t b e  re so lv ed , p ro v id ed  th e  co m m iss io n e r m ay  no t 
te rm in a te  a  co n trac t u n d er th is paragraph  fo r lack  o f  tim b e r un til th e  co m m iss io n e r has 
m ad e  a  g o o d  fa ith  e ffo rt to  find  suitable rep lacem en t tim b er."

R easo n : T h e  B o a rd  o f  F o restry  d iscussed  the n eed  fo r  p e rio d ic  p u b lic  rev iew  o f  a lo n g ­
te rm  re so u rce  d ev e lo p m en t on pub lic  land an d  th e  c o u n te r  p o s in g  n eed  fo r  a long-term , 
re lia b le  su p p ly  o f  tim b er w hich  is necessary  fo r in v es tm en t in  v a lu e -ad d ed  facilities.

Page 4, Section 2, lines 6-7

A d d ed : "an d  to  d e te rm in e  i f  an  updated  fo rest lan d  u se  p lan  u n d e r A S 3 8 .0 5 .1 1 2  is 
n e e d ed ."

R easo n : T h e  B o a rd  o f  F o restry  d iscussed  the n eed  fo r  p e rio d ic  p u b lic  rev iew  o f  a  lo n g ­
te rm  re so u rce  d ev e lo p m en t on pub lic  land  an d  th e  c o u n te r  p o s in g  n eed  fo r  a  long-term , 
re lia b le  su p p ly  o f  tim b er w hich  is necessary  fo r  in v es tm en t in  v a lu e-ad d ed  facilities.

Page 4, Section, lines 24-25

A d d e d : "v en ee r, p ly w o o d , finger-jo in ted  lu m b er, h o u se  lo g s"

R easo n : T h e  B o a rd  o f  F o restry  added fo u r p ro d u c ts  to  the  lis t o f  h ig h  v a lu e-ad d ed  
p ro d u c ts  a f te r  h ea rin g  th a t those p roducts have  so m e p o ten tia l to  p ro v id e  jo b s  fo r  A laskans.



Pages 4-5, section 3, lines 31; 1-3
A d d ed : "N o tw ith s tan d in g  A S  3 8 .0 5 .1 2 3 (a ), ad d ed  by  sec. 2  o f  th is  A c t, the  co m m iss io n e r 
m ay  n eg o tia te  n o  m o re  than  tw o  sales o f  tim b er fo r lo ca l m an u fac tu re  o f  h ig h  v a lu e-ad d ed  
tim b e r p ro d u c ts  u n d er AS 38 .0 5 .1 2 3  in  each  reg io n  o f  th e  sta te  in  c a le n d a r  y e a rs  1996, 
1997, a n d  1998."

R easo n : T h e  B o ard  o f  F o restry  heard  p u b lic  concern  ab o u t d ie  v o lu m e  o f  tim b e r  tha t 
m ig h t b e  d ev e lo p ed  u n d er the  bill. T h e  board  fe lt th a t the  b es t w ay  to  an sw er th is concern  
is to  lim it the  n u m b er o f  sa les  in any  part o f  the state.

Deleted the original Section 3 which created the Alaska Forest 
Products Research and M arketing Program .

R easo n : F isca l.
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S E N A T E  R E S O U R C E  C O M M I T T E E  
C / O  S e n a t o r  L o r e n  L e m a n  
S t a t e  C a p i t a l  B u i l d i n g  R o o m  #115 
J u n e a u ,  A K  99801

H o n o r a b l e  S e n a t o r  Leman,

I w o u l d  li k e  to s u b m i t  m y  e n c l o s e d  t e s t i m o n y  on 

S e n a t e  Bi l l  # 180. I w o u l d  a l s o  l i k e  to t h a n k  y o u  

a n d  the r e s t  of  the l e g i s l a t u r e  for w o r k i n g  on 

a b i l l  that w o u l d  s u p p l y  a s t a b l e  log s o u r c e  for 

the s a w m i l l s  in A l a s k a .

T h a n k  Y o u

K i r k  D a h l s t r o m

enc



K I R K  D A H L S T R O M
V I K I N G  L U M B E R  C O M P A N Y  INC.

I W O U L D  L I K E  T O  T H A N K  T H E  C H A I R M A N  F O R  A L L O W I N G  M E  T O  T E S T I F Y  

O N  S E N A T E  B I L L  # 180

M Y  B R O T H E R S  A N D  I H A V E  B E E N  IN T H E  S A W M I L L  B U S I N E S S  F O R  18 YEARS. 

IN T H A T  T I M E  W E  H A V E  S U F F E R E D  A N D  S U R V I V E D  T H R O U G H  B A D  M A R K E T S , 

M E C H A N I C A L  P R O B L E M S , F I N A N C I A L  H A R D S H I P ,  P E R S O N N E L  P R O B L E M S ,  

G O V E R N M E N T  R E G U L A T I O N S ,  S H O R T A G E  O F  T I M B E R  S U P P L Y ,  T R A N S P O R T A T I O N  

P R O B L E M S ,  T A X A T I O N ,  F I N A N C I N G  A N D  A L L  O F  T H E  O T H E R  P R O B L E M S  

A N D  T R O U B L E S  A S S O C I A T E D  W I T H  O W N I N G  A N D  O P E R A T I N G  A S M A L L  

B U S I N E S S .

T H E S E  P R O B L E M S  E X C E P T  O N E  C A N  BE H A N D L E D  W I T H  H A R D  WORK, C O M M O N  

SENSE, N E G O T I A T I N G  A B I L I T Y  A N D  C O M M I T M E N T  T O  Y O U R  B U S I N E S S .

T H A T  O N E  IS T H E  P R O B L E M  O F  T I M B E R  S U P P L Y .

I C A N  N O T  O U T  T H I N K  A S H O R T A G E  O F  L O GS, I C A N  N O T  O U T  W O R K  A 

S H O R T A G E  O F  L O G S ,  I C A N  N O T  O U T  N E G O T I A T E  A S H O R T A G E  O F  LOGS.

A S U P P L Y  O F  L O G S  F O R  A  S A W M I L L  IS R E A L L Y  T H E  O N L Y  A B S O L U T E  

R E Q U I R E M E N T .  E V E R Y  O T H E R  P R O B L E M  S O M E H O W  C A N  B E  O V E R C O M E .

T H I S  B I L L  IS A B E G I N N I N G  F O R  A  S T A B L E  S U P P L Y  O F  T I M B E R  FOR 

L O C A L  M A N U F A C T U R E R S .  A L T H O U G H  I D O N ' T  B E L I E V E  I T  G O E S  FAR 

E N O U G H  T O W A R D S  G U A R A N T E E I N G  A S T E A D Y  S U P P L Y  O F  T I M B E R .

M Y  C O M P A N Y  W O U L D  BE  I N T E R E S T E D  IN N E G O T I A T I N G  A  S T A T E  T I M B E R  

S A L E  T O  S U P P L Y  T H E  E X I S T I N G  S A W M I L L  A T  K L A W O C K .  B U T  W I T H O U T  

S T R O N G E R  L A N G U A G E  IN T H E  B I L L  O R  A F I N A N C I A L  I N V E S T M E N T  BY T H E  

ST A T E ,  M Y  C O M P A N Y  W O U L D  N O T  B E  I N C L I N E D  TO  I N V E S T  IN A N E W  H I G H  

V A L U E  A D D E D  M A N U F A C T U R I N G  P L A N T  IN A L A S K A .

A G A I N  T H A N K  Y O U  F O R  A L L O W I N G  M E  T O  T E S T I F Y  O N  T H I S  BILL.
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April 3, 1996 
Senate Resource

Mr. Cliairinan and members of die Committee, for the record my name is Dan Ritzman 
and I am with the Northern Alaska Environmental Center in Fairbanks. Thank You for 
the opportunity to share our concerns with SB 180.

The Northern Center is opposed to the present version of SB 180. Governor Tony 
Knowles introduced this bill last spring. His initial premise was supported by most of 
the environmental community -- that when logging is to occur on public lands it makes 
no sense to export round logs and chips, and consequendy jobs, out of the state. 
However job creation at any cost is not acceptable.

Commercial logging is just one, and in Alaska frequently not the most important 
economic one, of a large number of forest resources and uses. Fish, wildlife, water 
quality, scenic beauty, wilderness, subsistence, recreation, sport and commercial 
fishing, and tourism are all dependent on the state's foorests and can be seriously 
damaged by large-scale unsustainable logging. Our concern is that the first 
responsibility must be lo sustainability; even value-added jobs are not worth sacrificing 
our sustainable fo rester;

We would like to support value-added legislation, but we can not support this 
legislation with the changes proposed by the Legislature. SB 180 will now mandate 
that the state subsidize the timber industry withlarge-volume long-term contracts which 
will only require a minimal amount of "high value-added processing" the rest of the 
wood c a n b ^ l^ p e d  or pulped or whatever.

Our Concerns w ith the Committee Substitute are:

10.000.000 board feet o f  tim ber per contract per year is to much. The type of 
value-added processing we would like to see happen could work with less than
5.000.000 board feet. This bill should seek to benefit local operations, not be used as a  
device to entice new out-of-state business.

10 y e a n  is a  long term  contract. Surveys have shown that the Fairbanks community 
does not support contracts longer than five years. Ten year contracts are not needed to 
encourage the type of value-added processing we would like to see in Alaska. Many of 
the independent contracts in southeast Alaska are 5 to 7 years in length, and we have 
been told by value added operations in the Interior that they need a three year 
guaranteed supply to acquire loans.

To much discretion to  the Commissioner o f DNR. The bill authorizes the 
Commissioner of Natural Resources to set the percentage of wood from each contract 
that must £ 0  to high value-added, with no minimum. An unscrupulous Commissioner 
could provide a subsidized contract with 10% of the wood going to furniture 
manufacturing, and 90% being We would like to see a minimum percentage set
for high value-added -  say 6 5 % . T £ ^ W
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T O N Y  K N O W L E S ,  G O V E R N O R
■ \

D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S
C O ASTAL REGIONAL OFFICE  
400 W ILLOUGHBYAVE„ 3RD FLOO R

DIVISION OF FORESTRY
JUNEAU, ALASKA 90001 
PHONE: (907)435-2401 
FAX: (907)556-3113

February 25,1996

The Honorable Bill Williams 
Co-Chair, House Resources Committee 
Alaska House of Representatives 
Room 128, State Capitol 
Juneau, Alaska 99801-1182

The Honorable Joe Green 
Co-Chair, House Resources Committee 
Alaska House of Representatives 
Room 128, State Capitol 
Juneau, Alaska 99801-1182

Dear Representatives Williams and Green:

At the House Resources Committee hearing for HB344, on.February 21, Chairman 
Williams asked for a copy of a communication I had mentioned. That communication 
expresses the Administration's request to the Alaska delegation for assistance with an 
amendment to federal law which would clarify the state’s authority to encouragfc in­
state processing of timber from £tate land. This particular communication is a letter to 
Senator Murkowski. The in-state processing issue appears at the bottom of Page 2. 
Language suggested for federal legislation is an attachment to the letter. Please let 
me know if you would like additional information or follow-up. Your hard work on 
timber issues is very appreciated.

State Forester

c: Governor’s Office
Board of Forestry

KKM2LH Z'.ZZ prm::!3 c n ' c c w P a d  p s p * ' b  y  C .
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J U N E A U

The Honorable Frank M urkowski 
United States Senate 
706 H art Building 
W ashington, DC 20510-0202 ..

M ay 8,1995
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D ear Senator Murkowski:

Recognizing your continued in volvement in  issues related to the Tongass National Forest;
I am writing to provide you  m y comments on several o f  the issues you raised during our ; <.... 
meeting. .. v.-  ,:.u v  • •• ■ ...vot

•••**’ *»■ ■ i <*'• ■ 1  it if/

I appreciated the opportunity to discuss these matters w ith  you, and,I believe that . . r:ru-:,r, 
ultim ately consensus-building is the true charge o f  leaders today, particularly in  Alaska. I 
further believe that w e can  work together to avoid continued divisiveness among- • -r; -
competing interests in  ou r state.-- . r* . :  ;

W ith regard to the process o f resolving these various issues, m y Administration will be 
w orking closely w ith the U. S. Forest Service and interested parties in  an attempt to .
finalize the revisions to the  Tongass Land M anagement Pldn (TLMP). TheTLM P 
process represents cur best opportunity to develop a  comprehensive solution to these ••. ; 
issues b y  assuring that th e  derision-making process incorporates the best science . ^  
available and meaningful public participation. in  addition,, there are legislative ■: • /  
initiatives to  address these issues, I  would like the opportunity to consult w ith you at the 
appropriate time. •

. i
Timbgr_Suppiy

VU05

ZTA

’ • I s *

. •  - r / a  V/.-H,-

 s \3 b \1
' I f s r ;•••*<:. . . .

-  - - - - -  -  -  .  -  - -  ,  .  - • »  • ' J .  •  • * . t

As w e discussed,-a strong diversified economy is essential to the well-being o f  Alaska's 
families. M y Administration shares die commitment to develop and maintain a ■ •• . - r
preiiictable, sustainable tim ber supply for Southeast Alaska. To this end, we have pushed M r  
the Forest Sendee to fill the "timber pipeline" so that the Ketchikan Pulp Corporation r * v.-.;r 
(KI'C) and other Southeast mills can have a reliable source or timber.
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The Honorable Frank Murkowski .
M ay 8, 1995 
Page 2

Specifically, we have secured a commitment from  the Forest Service to m ake 320 m illion ' .
board feet o f  timber available for sale this year. In addition, we have supported both 
tim ber development in Ushk Bay, w hich w ill provide approximately 67 million board feet 
o f  timber, and road development across state lands on Kuiu Island, which allows the 
Forest Service to proceed with harvesting approximately 43 million board feet o f  timber.
W e also recently held a sale in the Haines State Forest that Ketchikan Pulp bid  on. - •• : *.

Finally, in  support o f  the bi-partisan compromise which led to the Tongass T im b er '
Reform Act, the state is continuing its participation in the Alaska Forest Association's 
law suit to clarify the process by w hich the Forest Service determines market demand.

Layout.of. Sales

W ith regard to your suggestion that the law  should be changed in  order to allow tho ; ;  
Forest Service to contract with the private sector to conduit the layout fo r tim ber sales, I  .. 
will look carefully at any legislation that is introduced ahd w ill provide specific 
comments a t that time. Generally speaking, however, I  believe that to the extent a : 
problem  exists in  connection w ith the layout process, i t  Should be resolved to the .
maximum degree possible b y  administrative remedies. Ih addition, I m ay have some >: 
concerns i f  the proposed legislation allows for die deligatibn o f  governmental *. •
discretionary authority to die private sector.

•  • •  • /.

In -S ta tc P ro c e s s in g

I  urge you to  work with my Adm inistration to encourage, id-state processing o f tim ber on * • 
state and federal lands in  Alaska. I  have introduced a  bill m  the state Legislature to 
provide incentives for and give predictability to small locally owned operators that • 
guarantee they will provide in-state processing o f  timber on state lands. I have attached a  . 
copy o f  that legislation. I  am reqoesting that you assist us tidth an am endment to federal 
law  that w ill clarify die state’s authority. Attached is some draft language I  w ould like 
you to consider Introducing. As well, I  am  also asking you to  consider proposing p a ra lle l.;  — - — 
federal law  as w e are proposing on state lands. I  feel this is one o f  the m ost important 
things w e can do in order to assure jo b s  fo r Alaskans in  the tim ber industry. W e are.!- 
working w ith many groups in  Alaska to promote value-added processing in  Southeast and  - .C 
throughput the state, "hx-state processing w ill increase the number o f  local jobs by  • 
providing m ore jobs per board foot o f  tim ber cut on lands in Alaska. W e would like to s 
w ork with you in this effort to ensure jo b s  in  the timber industry.
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The Honorable Frank Murkowski 
M ay 8, 1995 
Page 3

F e d e r a l  A d v i s o r y  C o m m it te e  A c t
‘ /*

I would like your support further in  amending the Federal A dvisory Committee A ct 
(FACA). Our participation in  natural resources and fish and wildlife issues have been 
ham pered by  this a c t  . ' ■ !

Currently, die state and interested parties are not provided a  seat a t the table. I am  aware 
that Congress has am ended FACA as part o f  S. 1, the unfunded m andates bill, which the 
President recently signed into law. However, I understand that this m ay not provide 
com plete relief from  the constraints imposed by FA C A  John  Katz's office will provide 
you w ith  the language.

Landless Natives 
«

There is no denying th a t there are Natives and Native com m unities in  Southeast Alaska, 
who d id  no t receive village land entitlement when die A laska N ative Claims Setdcm eat 
A ct w as adopted in  1971. I  believe the question presented b y  this issue can be dividend 
into tw o parts: recognition and consideration. M y ow n judgm ent is that these 
communities do w arrant recognition and I  support a  fa ir settlem ent How to develop a  
fair settlem ent is a  difficult issue, and we look forward to review ing your legislation w hen 
it is introduced and to having a  dialogue w ith you in. an  effort to achieve an appropriate 
solution. And, w hile w e recognize that this remedy is largely a  federal question, we urge 
that y o u  develop a  process that leads to consensus among landless Natives, Southeast 
communities, subsistence and non-subsistence hunters and  fisherm en environmentalists, 
and o ther interests to  fashion a  solution that m ost can support

I appreciate the opportunity to share m y views wife you  oh  these issues and w ish to thank 
you, again, for fee tim e you  spent in  updating me and m y  staff on  your thoughts related to  v 
theTongass. Finally, I  w ant to reiterate m y commitment to resolving fee subsistence 
issues, and I look forw ard to working w ife you on this very  im portant matter.

Sincerely, . '..tf V .
r. •

ToqyX now les
Governor
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: Proposed amendment to 16 U.S.C. sec. 616:

Section 1 .1 6  U .S.C . sec. 616 is amended by adding a  new  subsection to read:

'• (b) Notwithstanding any other provision of law, the State of Alaska m ay establish 

incentives to encourage the in-state processing of tim ber from, state lands that are 

administered by  th e  A laska Department of Natural Resources, including measures w hich 

make aw ard o f co n trr jts  for the sale o f state timber contingent on the purchaser's 

agreement to in-state processing of the timber..- V

0 0 0 7
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A L A S K A  C E N T E R  f o r  t h e  E N V I R O N M E N T
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'■ .• March 8, 1996 * /  •• \

Senate Resources Committee •
, Alaska State Legislature • “
State Capitol (MS 3100)
Juneau, AR 99801-1182 .

• Re: SB 180 

Dear Committee Members:

We very much support, in those situations where it is appropriate to undertake 
commercial logging on the public lands in the first place, the concept of adding high value 
to timber rather than exporting round logs, or chips, out of the state (or region), and 
consequently exporting processing jobs as well. We believe the administration deserves a 
great deal of.credit for taking the initiative, seriously addressing the issue, arid attempting 
to foster stable, small-scale, loeally run, finished wood products industry” (emphasis 
added). Whether this particular bill will accomplish that purpose, however, is far from 
dear to us.

We do hot support timberindustry job creation at all costs. Our state fo’rest lands provide 
a wide variety of forest resources and uses, not just commercial timber. We need to 
ensure a sustained yield of all of those forest resourced and uses, as well as timber. For 
examplb, we need to inventory not just our timber, but also our fisfi, wildlife, water, 
wildlands, etc., .and carefully analyze the effects of road building arid logging, especially 
large-scale logging, on those resources. In most if not all regions of the state our existing 
subsistence, commercial and sport fishing, rfccreatlon, and tourism economies depend on 
healthy forests. What effect will heavy logging in, for example, the Anchor River, Deep 
Creek, Ninilchik River, and Kenai River watersheds on the Kenai Peninsula have on those 
economies, and on the lifestyles of Alaskans?

* * * * * * 
The stale’s fish and wildlife experts, our Department of Fi&i and Game, are increasingly 
concerned about the cumulative effects of extensive logging on not only state but also 
private, university and federal lands. We can not continue to ignore the likely adverse 
impacts of such a large amount of logging occurring in such a short period of time.

Even ignoring for the time being the general absence of inventories of rescurces other than 
timber, on state lands we are doing a very poor job of inventorying the latter and of 
establishing an annual allowable cut. On the Kenai Peninsula the state’s totally unscientific 
calculation of its base forest land, and consequently its AAC, is twice that of the one
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calculated by the Kenai Peninsula Borough's consultant using generally accepted U.S. 
Forest Service guidelines.

Looking at the particulars of this bill, we would offer the following additional comments:

1. 5 mmbf is too large a sale to be negotiated, especially at subsidized stumpage rates, and 
in addition to the state’s regular logging sale program (in Some parts of the state, for 
example where timber yields are only 3-5 mbf/acre, logging 5 mmbf can affect a significant 
number of acres). Other, generally more important resources and uses will suffer from 
such a level of cutting.

2. Similarly, 10 years is too long a contract term. Normal contract terms are generally no 
more than 3 years. A longer term is unnecessary and would severely limit our options and 
our ability to adjust to changing circumstances and changing public desires regarding the 
preferred uses of our public forests.

3. Allowing as much as 50% of the timber in these sales to be exported is not good 
policy; at least 75% (perhaps substantially more) of the timber from these sales should be 
required to have high value added in the state. The state’s regular sales are providing 
more than ample opportunities to export timber and jobs fr&m state lands (virtually all of 
the timber from state sales on the Kenai is being exported either in the round or as chips), 
and will continue to do so unless we aggressively seek congressional help. In this regard 
wc strongly support Senator Torgerson’s resolution (SIR 37); it might veiy well be that 
we can accomplish a great deal more pursuing that avenue rather thian devoting an undue 
proportion of our energies to this bill at this time.

Thank you for the chance to offer these comments.

Sincerely*.

Cliff Eames 
Issues Director

TOTAL P .02
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CS for SB 180 (RES)
Value Added Tim ber Processing

T h e  E n v iro n m e n ta l L o b b y  su p p o rts  the c o n c e p ts  b eh in d  the  o rig in a l leg is la tio n , b u t w e  h av e  

sp ec ific  co n ce rn s  w ith  the the bill in its p resen t form . C h an g es  m ade in the C om m ittee  S u b stitu te  

ignore the recommendations o f the Board o f Forestry and depart from the original intent o f  the bill. 
T h e  o rig in a l in te n t w as to  help  e s tab lish  an d  su s ta in  th e  o p era tio n  o f  sm all-sca le  local tim b e r 

p ro c e s s in g  th a t p ro d u c e  h igh  v a lu e -a d d e d  f in is h e d  w o o d  p ro d u c ts  in o rd e r  to  m axim ize  
opportunities fo r  jobs  and m inim ize im pact on fish and w ild life  habitat.

Major concerns with CS for SB 180:

1) 10 years is too long for negotiated contract limits. R esource  po licy  d ec is io n s , 

ra ther than p ro trac ted  contract obligations, shou ld  d rive fo rest m anagem ent. V alue added  operato rs 

in the In te r io r h av e  in d ica ted  that they  n eed  a th re e -y e a r  g u aran teed  tim b er supp ly  in o rd e r  to 

acqu ire  loans. T hus, th is tim e fram e w ould p rov ide  a  w orkab le  basis fo r negotiated  con trac t lim its.

2) A large portion of trees should remain in-state for processing. T h is  v e rs io n  o f 

the bill a llow s the C om m issioner to determ ine how  m uch  o f  the tim ber undergoes high value-added  

p ro cess in g . T h is  s tip u la tio n  allow s leew ay  ab o v e  and  b ey o n d  the orig inal language o f  SB  180 

w h ich  req u ired  th a t a t least 50%  o f  tim b er sh o u ld  u n d erg o  h igh  v alue-added  p ro cessin g  in -sta te . 

T he orig inal in ten t is fu rther w eakened  by includ ing  pulp , ch ips, green lum ber, and o th er p roducts  

sp e c if ic a lly  te rm e d  noi  h igh v a lue-added  in  Che o rig in a l v ers io n  o f  the SB 180, in  the lis t  o f  

p roducts q u a lify in g  fo r high value added  status in the  C o m m iss io n e r’s decision .

3 ) 10 million board feet is too large for a negotiated contract. T h e  CS ig n o re s  the 

B o ard  o f  F o re s try ’s reco m m en d atio n  to  keep  the m ax im u m  cu t at 5 m illion  board  fee t p e r year. 

C o n sid erin g  the  d iffe ren t levels o f  p roductiv ity  on s ta te  fo rested  land across A laska, logg ing  levels 

need to be d e te rm in ed  on a specific, regional basis.

4 ) There should be a limit on the number of contracts per region. T h e B o a rd  o f  

Forestry  reco m m en d s lim iting the num ber o f n ego tia ted  con tac ts  in each region o f  the state.

T he E nv ironm en tal L obby  is concerned  with the d irection  th is  legislation is going and recom m ends 

adopting the original version of SB 180.

ALASKA CENTER TOR Tilt ENVIRONMENT • ALASKA CllAI'ICK. SIERRA CLUB • ALASKA TRITNOS Or HIE EARTH 
ANCHORAGE AUDUBON SOCIEIV • ARCTIC AUDUBON SOCIEIY • CLEAN AIR COALITION • DENALI CITIZENS’ COUNCIL 

DENALI CROW, SIERRA CIUEI • IUNEAU AUDUBON SOCIEIY • IMNEAU CROUP. SIERRA CLUB 
KACHEMAK DAY CONSERVAIION SOCIETY • KENAI PENINSULA AUDUBON SOCIT’Y • KNlK CANOERS AND KAYAKERS 

KNIK CROUP, SIERRA CLUB • KODIAK AUDUBON SOCIETY * LYNN CANAL CONSERVATION • NORTHERN ALASKA ENVIRONMENTAL CENTER 
PRINCE WILLIAM SOUND CONSERVATION ALLIANCE • SIIKA CONSERVAIION SOCIETY • SOUTHEAST ALASKA CONSERVATION COUNCIL • TONCASS CONSERVATION SOCIETY
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T o n y  K n o w l e s
GOVERNOR

PO Box 110001 
Juneau. Alaska 99811 0001 

(907) 405-3500 
Fax (907) 465-3532

S t a t e  o f  A l a s k a
OFFICE OF THE GOVERNOR

J u n e a u

M a y  9 , 1 9 9 5

T h e  H o n o ra b le  D ru e  P e a rc e  

P re s id e n t  o f  th e  S e n a te  
A la s k a  S ta te  L e g is la tu re  

S ta te  C a p i to l  
J u n e a u ,  A K  9 9 8 0 1 -1 1 8 2

D e a r  P r e s id e n t  P e a rc e :

U n d e r  th e  a u th o r i ty  o f  a r t.  I l l ,  s e c . 18, o f  th e  A la s k a  C o n s t i tu t io n ,  I a m  tr a n s m it t in g  a  b ill 

th a t  e s ta b l is h e s  a  n e w  n e g o t ia te d  t im b e r  s a le s  p ro g r a m  f o r  s ta te  l a n d  m a n a g e d  b y  th e  
D e p a r tm e n t  o f  N a tu r a l  R e s o u rc e s .  T h is  b i l l  a d d r e s s e s  th e  n e e d  to  s t im u la te  lo c a l ,  s m a ll  

s c a le  v a lu e - a d d e d  p ro c e s s in g  o f  A la s k a 's  f o r e s t  r e s o u r c e s  a n d  to  f o s t e r  c r e a t io n  o f  A la s k a n  
jo b s .  W ith  th e  in t r o d u c t io n  o f  th is  b ill, w e  s e e k  to  p r o v id e  a  n e w  fo c u s  o n  h o w  t im b e r  

s h o u ld  b e  m a n a g e d  in  A la s k a  b y  p ro v id in g  m o re  j o b s  f r o m  t im b e r  c u t  o n  s ta te  la n d s  b y  

e n c o u ra g in g  in d u s t r ie s  th a t  p ro c e s s  h ig h -v a lu e  f in i s h e d  w o o d  p r o d u c ts .  A t  th e  s a m e  tim e , 

th is  le g is la t io n  p ro v id e s  d i r e c t io n  o n  m a n a g e m e n t  o f  o u r  f o r e s t s  to  p r e s e rv e  f i s h  a n d  w ild l if e  
h a b i ta t  a n d  o th e r  u s e s  o f  th e  f o r e s t  in c lu d in g  to u r is m , f i s h e r ie s ,  p e r s o n a l  a n d  f a m ily  u s e s  

in c lu d in g  h u n t in g  a n d  f is h in g .

T h e  g o a l  o f  m y  A d m in is t r a t io n  in  p ro p o s in g  th is  b i l l  i s  t o  d e v e lo p  s o u n d  lo n g - te rm  s tra te g ie s  
f o r  m a n a g in g  A la s k a 's  f o r e s t  r e s o u rc e s  so  a s  to  p r o v id e  th e  h ig h e s t  a n d  b e s t  e c o n o m ic  u s e s  

in  lo c a l  c o m m u n i t ie s  t h a t  a r e  d e p e n d e n t  o n  t im b e r  r e s o u r c e s  w h i le  m a in ta in in g  o th e r  

A la s k a n  u s e s  th ro u g h  th e  c o n s t i tu t io n a l ly  m a n d a te d  s u s ta in e d  y i e l d  p r in c ip le s .  T h e  a t ta c h e d  

b i l l  m a x im iz e s  th e  o p p o r tu n i ty  f o r  e m p lo y m e n t  w h i le  m in im iz in g  th e  im p a c t  o n  o th e r  u s e s  
o f  o u r  s ta te  fo re s ts .

I a m  in t ro d u c in g  th is  l e g is la t io n  in  th e  f in a l  d a y s  o f  th e  s e s s io n  b e c a u s e  i t  i s  m y  

u n d e r s ta n d in g  th a t  th e  le g is la tu r e  w il l  b e  h o ld in g  h e a r in g s  o n  t im b e r  o v e r  th e  in te r im  a n d  I 
th in k  i t  is  c r i t ic a l  th a t  th e  n e w  d ir e c t io n s  e m b o d ie d  in  th i s  b i l l  a r e  c o n s id e r e d  in  th e  

d is c u s s io n s  o f  th e  le g is la tu re .

T h e  b il l  h a s  tw o  m a in  c o m p o n e n ts :

□  p ro v is io n s  fo r  in c e n t iv e s  f o r  lo c a l  m a n u fa c tu re  o f  h ig h  v a lu e - a d d e d  w o o d  p ro d u c ts  

a n d  o th e r  v a lu e - a d d e d  w o o d  p ro d u c ts  f r o m  t im b e r  o n  s ta te  la n d s  a n d  a u th o r iz in g  u se  

o f  s u c h  in c e n t iv e s  in  a w a rd in g  s p e c ia l  n e g o t ia te d  t im b e r  s a le  c o n tr a c ts  ( s e c . 2  o f  th e



b il l)

□  c r e a t io n  o f  a n  A la s k a  F o r e s t  P ro d u c ts  R e s e a r c h  a n d  M a r k e t in g  P ro g ra m  w i th in  th e  

D e p a r tm e n t  o f  C o m m e rc e  a n d  E c o n o m ic  D e v e lo p m e n t  to  c o o r d in a te  r e s e a r c h  a n d  

m a rk e t in g  e f fo r ts  r e la te d  to  v a lu e - a d d e d  m a n u fa c tu r in g  o f  A la s k a  w o o d  p ro d u c ts  

(s e c . 3 o f  th e  b ill) .

A n  u n c e r ta in  s u p p ly  o f  t im b e r  is  o n e  o f  th e  p r im a r y  f a c to r s  l im it in g  th e  d e v e lo p m e n t  o f  h ig h  
v a lu e - a d d e d  w o o d  p ro d u c ts  m a n u fa c tu r in g  f a c i l i t i e s  in  th e  s ta te .  T o  a d d r e s s  th is  p ro b le m , 

se c . 2  o f  th e  b i l l  p ro p o s e s  a  n e w  s p e c ia l  n e g o t ia te d  t im b e r  s a le  p ro g r a m  f o r  t im b e r  d e s t in e d  
f r r  lo c a l  m a n u fa c tu r e  o f  h ig h  v a lu e - a d d e d  w o o d  p r o d u c ts .  C o n tra c ts  n e g o t ia te d  u n d e r  th is  

s e c t io n  m a y  b e  fo r  th e  h a r v e s t  o f  u p  to  f iv e  m i l l io n  b o a r d  f e e t  o f  t im b e r  e a c h  y e a r  f o r  u p  to  

10 y e a r s .  S tu m p a g e  ra te s  w o u ld  n o t  b e  le s s  th a n  th e  b a s e  p r ic e  e s ta b l i s h e d  u n d e r  

r e g u la t io n s .  P la n n in g  f o r  th is  p ro g r a m  b y  th e  D e p a r tm e n t  o f  N a tu r a l  R e s o u rc e s  a ls o  w il l  
ta k e  in to  a c c o u n t  s u s ta in e d  y i e ld  p r in c ip le s  o f  t im b e r  h a rv e s t ,  t h e  n e e d  f o r  p ro te c t io n  o f  f is h  

a n d  w i ld l if e  p o p u la t io n s  a n d  h a b i t a t  a n d  m a x im iz in g  o p p o r tu n i t ie s  f o r  p u b l ic  u s e s  o f  th e  
s ta te 's  fo r e s ts .  T h e  s a m e  p u b l ic  c o m m e n t  w i l l  a p p ly  to  th e  p la n n in g  p r o c e s s  a s  i t  i s  d o e s  

w i th  s a le s  c o n d u c te d  p re s e n t ly .  E x is t f r  ’  f o r e s t  p la n n in g  r e q u ir e m e n ts  w o u ld  a p p ly  to  th e s e  
n e w  n e g o t ia te d  s a le s  a n d  o th e r  t im b e r  s a le s  p ro g r a m s  w o u ld  n o t  b e  a f fe c te d .

T o  p a r t ic ip a te  in  a  n e g o t ia te d  t im b e r  s a le  a u th o r iz e d  in  s e c .  2  o f  th e  b i l l ,  th e  p ro s p e c t iv e  

p u r c h a s e r  m u s t  a g re e  to  u s e  a t  l e a s t  5 0  p e r c e n t  o f  th e  t im b e r  f r o m  th e  s a le  f o r  th e  lo c a l  
m a n u fa c tu r e  o f  h ig h  v a lu e - a d d e d  w o o d  p ro d u c ts .  In  d e te r m in in g  w h e th e r  i t  is  in  th e  s ta te 's  

b e s t  in te r e s t  to  e n te r  in to  a  s a le  c o n t r a c t  u n d e r  s e c . 2 , th e  c o m m is s io n e r  is  to  c o n s id e r  th e  

e c o n o m ic  b e n e f i ts  to  th e  r e g io n  f r o m  th e  lo c a l  m a n u f a c tu r e  o f  th e  h ig h  v a lu e - a d d e d  w o o d  

p ro d u c ts  a s  w e l l  a s  f r o m  th e  lo c a l  m a n u f a c tu r e  o f  o th e r  v a lu e - a d d e d  w o o d  p r o d u c ts ;  th e  
c o m m is s io n e r  a ls o  m u s t  e n s u r e  th e  s u s ta in a b i l i ty  o f  f i s h  a n d  w i ld l i f e  p o p u la t io n s  a n d  h a b i ta t  

a n d  o th e r  u s e s  o f  th e  fo re s t .  M y  A d m in is t r a t io n  w i l l  b e  w o r k in g  w i th  th e  A la s k a  

C o n g re s s io n a l  d e le g a t io n  to  e n s u r e  th a t  a p p r o p r ia te  r e la te d  c h a n g e s  a r e  m a d e  to  f e d e r a l  la w .

S e c t io n  3 o f  th e  b i l l  e s ta b l is h e s  a n  A la s k a  F o r e s t  P ro d u c ts  R e s e a r c h  a n d  M a r k e t in g  P ro g ra m  

to  e n c o u ra g e  in - s ta te  p ro c e s s in g  o f  A la s k a  t im b e r  in to  v a lu e - a d d e d  w o o d  p ro d u c ts .  T h e  

p ro g r a m  c o o r d in a to r  is  to  g a th e r  a n d  d is s e m in a te  e x is t in g  in f o r m a t io n  r e la te d  t o  th e  

m a n u fa c tu r e  o f  v a lu e - a d d e d  w o o d  p ro d u c ts  a n d  to  i d e n t i f y  u n f i l l e d  n e e d s  a n d  p ro b le m s , 
c o n d u c t  a n a ly s e s  a n d  p r o p o s e  s o lu t io n s  to  a s s i s t  lo c a l  m a n u fa c tu r e r s .  T h is  p ro g r a m  w il l  b e  

a c c o m p l is h e d  th ro u g h  a n  e x is t in g  p o s i t io n  in  th e  D e p a r tm e n t  o f  C o m m e rc e .  ,

T h e  p ro v is io n s  p ro p o s e d  in  th is  b i l l  w i l l  p r o v id e  a  m e c h a n is m  f o r  e n c o u ra g in g  th e  
d e v e lo p m e n t  o f  A la s k a n  b u s in e s s e s  a n d  A la s k a n  jo b s ,  a n d  w il l  e s ta b l i s h  a  n e w  t im b e r  s a le s  

p ro g r a m  a s  a  m e a n s  o f  e n c o u ra g in g  lo c a l  p ro c e s s in g .  I t  s h o u ld  h e lp  a d d r e s s  th e  c r is is  th a t  

fa c e s  A la s k a n  c o m m u n it ie s  t h a t  a r e  la rg e ly  d e p e n d e n t  o n  th e  j o b s  th e  fo r e s t  p ro d u c ts

The HonorableDrue Pearce
May 9, 1995
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in d u s try  p ro v id e s .  I u rg e  y o u r  fa v o ra b le  a c t io n  o n  th is  b il l .

The HonorableDrue Pearce
May 9, 1995
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S in c e re ly ,



Alaska Environmental Lobby, Inc.
^  P.O. Box 22151 Juneau, Alaska 99002

SB 180 
The Governor's V alue-A dded B ill

The Alaska Environmental Lobby supports the concepts behind this legislation, but w e  
have specific concerns about the b ill in its present form.

T h is  b i l l  r e p r e s e n t s  a  g o o d  f i r s t  s te p  o n  th e  r o a d  t o w a r d  a  h ig h  v a lu e - a d d e d  fo r e s t  p r o d u c t s  
i n d u s t r y  in  A la s k a .  T h e  G o v e r n o r  s h o u ld  b e  c o m m e n d e d  f o r  h is  v i s io n  o f  th e  f u t u r e  o f  
A la s k a 's  t im b e r  in d u s t r y .  A d d in g  v a lu e  to  t im b e r  c u t  in  A la s k a  c r e a te s  jo b s  t h a t  s t a y  in  
A la s k a . H o w e v e r ,  jo b  c r e a t io n  a t  a n y  c o s t  is  n o t  a c c e p ta b le . M o s t  im p o r ta n t ly ,  w e  n e e d  to  
g u a r a n t e e  th e  p r o te c t io n  o f  a ll u s e s  o f  th e  fo r e s t  b e fo re  s ig n in g  o f f  o n  n e g o t ia te d  t im b e r  
c o n t r a c t s .

Major concerns w ith SB 180:

• 10 years is too long for negotiated contracts. E x p e r ie n c e s  o n  th e  T o n g a s s  N a t io n a l  
F o r e s t  h a v e  s h o w n  h o w  d a n g e r o u s  it is  to  a l lo w  c o n t r a c t  o b ’ig a t io n s ,  r a th e r  t h a n  s o u n d  
r e s o u r c e  p o l ic ie s ,  to  d r iv e  fo r e s t  m a n a g e m e n t .  A E L  w o u l d  l ik e  to  s e e  c o n t r a c t s  l im i te d  
to  t h r e e  y e a r s ,  a s  s m a l l  v a lu e - a d d e d  o p e r a t io n s  in  t h e  I n t e r io r  h a v e  in d ic a te d  th e y  n e e d  
a  th r e e - y e a r  g u a r a n te e d  s u p p ly  to  a c q u ir e  lo a n s

• More than 50% o f the trees should remain in-state. T h is  b i l l  a l lo w s  50%  o f  th e
n e g o t i a t e d  t im b e r  to  b e  e x p o r te d .  W e  d o  n o t  s u p p o r t  a s i t u a t io n  in  w h ic h  a  to k e n  lo c a l 
i n d u s t r y  w o u ld  c o v e r  fo r  a  lu c r a t iv e  e x p o r t  b u s in e s s ,  a n d  h e n c e  a n o th e r  s u b s id y  fo r  
e x p o r t i n g  t im b e r  in  th e  r o u n d .  T h e re fo r e ,  w e  r e c o m m e n d  t h a t  a t  le a s t  70 %  c f  th e  
t im b e r  u n d e r g o  h ig h  v a lu e - a d d e d  p ro c e s s in g .  T h e  c o m m is s io n e r  s h o u ld  a ls o  e n s u r e  
t h a t  th e  m a x im u m  p e r c e n ta g e  fe a s ib le  a b o v e  70%  is  d e d i c a t e d  to  h ig h  v a lu e - a d d e d  
p r o d u c t s .

• V olum e levels should be determined on a regional basis, not according to a statewide  
m axim um . W ith o u t  c o n s id e r in g  d i f f e r e n t  v o lu m e  le v e ls  o n  fo r e s ts  a c ro s s  th e  s ta te ,  
th e  c u r r e n t  b ill  l im its  n e g o t i a t e d  c o n tr a c ts  to  5 m i l l io n  b o a r d  fe e t p e r  y e a r .  5  m il l io n  
b o a r d  fe e t  w o u ld  im p a c t  s ig n i f ic a n t ly  m o r e  a c r e a g e  in  th e  I n t e r io r  th a n  in  th e  c o a s ta l  
fo re s t .  T h e r e fo r e ,  lo g g in g  le v e ls  n e e d  to  b e  d e t e r m in e d  o n  a  s p e c if ic , r e g io n a l  b a s is .

• The b ill needs to lim it the number o f negotiated contracts in any arei. A s  it  r e a d s  n o w ,  
(h e  b ill fa ils  to  l im it  th e  n u m b e r  o f  c o n tr a c ts  p e r  a r e a .  T h is  c o u ld  a lk  w  n e g o t ia te d
c o n t r a c t s  f o r  a l l  o f  t h e  t i m b e r  in  r e g i o n s  s u c h  a s  t h e  M a t - S u  V a l i e v ,  t h e  I n t e r i o r ,  a n d  t h e

Phone: 907-463-3366 

Fax: 907-463-3312



KNOWLES INTRODUCES VALUE ADDED 
TIMBER BILL 
Development of High Value Timber 
Products Means Jobs for Alaskans
S eek ing  a  n ew  d irec tio n  fo r  tim b er m an ag em en t in  A laska, G o v e rn o r T o n y  K n o w les today  in tro d u ced  
leg islation  th a t estab lishes a  new  tim b e r sa les p ro g ram  on  sta te  lands and  w ill create  jo b s  by en courag ing  the 
in -sta te  p ro cess in g  e f  h ig h - v a lu e  ad d ed  w ood  products.

"M y goal is  to  d ev e lo p  a  sound , lo n g -te rm  stra tegy  fo r m an ag in g  A lask a 's  fo res t re so u rces  in  a  w ay  that b rings 
to  A lask a  jo b s  that a re  p re sen tly  b e in g  p e rfo rm ed  o u t o f  s ta te ,"  K n o w les said . "T h is bill seeks to  m ax im ize  
o pportun ities fo r A laskan  em p lo y m en t w h ile  m in im izing  the im pact on  fish  and  w ild life  h ab ita t and  o th er 
im p o rtan t u ses  o f  o u r  s ta te  fo rests , su ch  as to u rism , rec rea tio n , an d  su b sis ten ce  h u n ting  an d  fish ing ."

U n d er the b ill, the s ta te  w o u ld  co n d u c t a  n ew  n ego tia ted  tim b er sa le  p ro g ram  o f  up  to  five m illio n  board  fee t 
p e r y ea r d estined  fo r  lo ca l m an u fac tu re  o f  h ig h  va lue- added  p ro d u c ts . P artic ip an ts  w ou ld  h av e  to  agree to  use  
a t least 50  p e rcen t o f  the  tim b er from  the sale fo r  the local m an u fac tu re  o f  high v alue-added  p roducts . "H igh 
va lu e  added  p roduc ts"  inc lude  d im en sio n  lu m b er and  o th e r m an u fac tu red  w o o d  products. P ro cessin g  tim b er 
in to  h igh-valued  ad d ed  p ro d u c ts  c rea tes  tw o  to  fo u r tim es the n u m b er o f  jo b s  c rea ted  by  sh ipp ing  the  tim b er 
o u t o f  the  state.

T h e  new  sales w ou ld  hav e  to  m eet ex is tin g  fo re s t p lan n in g  req u irem en ts  and  be o p en  to  p u b lic  co m m en t as on 
o th er sales. B efo re  sa les a re  a llow ed , the D ep artm en t o f  N atu ral R eso u rces  w ou ld  b e  req u ired  to  co n sid e r 
po ten tia l im p ac ts  to  fish  an d  w ild life  p o p u la tio n s , hab ita t, and  o th e r p u b lic  u ses o f  the  forest. T h e  b ill a lso  
w ould  c rea te  an  A lask a  F o res t P ro d u c ts  R esearch  and  M ark etin g  P ro g ram  to  coo rd ina te  e ffo rts  re la ted  to  the 
m anufac tu re  o f  v a lu e-ad d ed  w ood  products .

In  subm itting  the b ill n ea r the en d  o f  th e  leg isla tive  session , K n o w les  req u ested  h earings be  he ld  o n  the  
m easu re  du rin g  the  in terim . "T his b il1 is  in ten d ed  to  expand  o p p o rtu n itie s  fo r A laskan  jo b s  w ith o u t negative ly  
im p actin g  th e  fish  an d  w ild life  h ab ita t o f  o u r s ta te  fo rests ,"  K n o w les  said . "It p ro v id es  a  m ech an ism  fo r 
encourag ing  the  d ev e lo p m en t o f  local p ro cessin g  o f  A laskan  tim b er and  p rov id ing  jo b s  fo r  A laskan  fam ilies."

P ress O ffice  co n tac ts

R eturn  to  th e  M ay  lis tin g  o f  P ress  R eleases.

P o sted  by: T . S w aim , A la sk a  S ta te  L ib ra ry , 0 5 /1 0 /9 5
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M E M O R A N D U M Jan u ary  2 6 , 1996

SUBJECT: R esid en cy  req u irem en t fo r s ta te  land  au c tio n s  (W o rk  O rd e r N o . 9 - 
L S 1257 \C )

TO: S enato r L o ren  L em an , C h a ir 
Senate R eso u rces  C o m m ittee

FROM:

I am  requ ired  to transm it w ith  the  bill d raft th is m em o  cau tion ing  th a t the  b ill—-both as it w as 
in troduced  by the spo n so r and as offered  by  the  S enate  R esources C o m m itte e -M A Y  p resen t 
constitu tional questions. O bjection  m ay be tak en  e ith e r u n d er th e  p riv ileges and  im m unities  
c lau se  o f  A rtic le  IV , sec tio n  2 o f  the  U n ited  S ta tes  C o n stitu tio n , o r, w ith  re fe ren ce  to  the  
on e-y ear dura tiona l residency  req u irem en t u n d er th e  equal p ro tec tio n  c lauses o f  th e  U n ited  
S ta tes o r  s ta te  co n stitu tio n s .

It's  ra th e r  hard  to  say  w h ere  a  co u rt w o u ld  co m e  o u t o n  th is . O n  the p riv ileg es  and  
im m u n itie s  q u estio n , the  U nited  S ta tes S u p rem e C o u rt h as  been  in c lin ed  to  re jec t s ta te  
e ffo rts  to  w ith h o ld  p riv ileges from  n o n res id en ts  w h en  th e  ju s tif ic a tio n  fo r th e  reg u la tio n  
invo lved  n onresiden t econom ic o r  em ploym en t op p o rtu n ities  and  the  r ig h t to  trav e l, bu t has 
b een  less d em an d in g  w hen  th e  sta te  has ac ted  to  p ro tec t fo r  th e  b en e fit o f  its re s id e n ts  (as 
aga inst nonresiden ts) s tate  institu tions that w ere  estab lish ed  an d  a re  su p p o rted  p rim arily  fo r 
the  b en e fit o f  s ta te  residen ts. S im ilarly , the  v a lid ity  o f  d u ra tio n a l re s id en cy  req u irem en ts  
w ill d ep e n d  o n  a  co u rt's  try ing  to  fin d  w h e th e r th e  leg is la tio n  s tr ik es  a  p ro p e r b a lan ce  
b e tw een  a  leg itim a te  s ta te  in te rest and  the  c la ss if ic a tio n  th a t it h as  d raw n .

In th e  tim e  I h av e , I can 't p ro v id e  d e fin itiv e  ad v ice  on  th ese  p o in ts , bu t am  sen d in g  th is  
m em o  w ith  the b ill on ly  to  no te  the  po ten tia l fo r litig a tio n .

JB C :p l
96 -0 3 8 .p lm

cc: S en a to r R o b in  T aylor,
A T T N : Jo e  A m brose
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Date of 5-Day Notice: DATE TURNED ,
(in accordance with Uniform Rule 23) INTO OFFICE:

The Resources Committee considered SENATE BILL NO. 190

“An Act establishing a residency requirement for auctions of state land.”

»**■ * *  ̂
PREVIOUS FISCAL NOTE(S):*
Department Dale Z£ro Fiscal
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[ ^ be replaced w ith 4 6 ^  CS i g)'D
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[ ] attached amendment(s)
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Senate Bill:
,  [ ] same title

________________ ( ) [ ] new title
House Bill:
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 Committee
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 Committee
-S. *■. - ’■ ■
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Department Date Zero Fiscal

'include fiscal notes accompanying Governor’s billI ] APPROPRIATION -  no fiscal note
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IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

N IN E T E E N T H  L E G ISL A T U R E  - S E C O N D  S E S S IO N

BY  T H E  S E N A T E  R E SO U R C E S C O M M IT T E E

O ffered :
R efe rre d :

S ponso r(s): S E N A T O R S T A Y L O R , L em an K elly , P earce

A B IL L

F O R  A N  A C T  E N T IT L E D  

" A n  A c t e s ta b lis h in g  a  re s id e n c y  r e q u ir e m e n t  f o r  a u c tio n s  o f  s ta te  la n d ."

B E  I T  E N A C T E D  B Y  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c tio n  1. A S  38 .05 .055  is am en d ed  to  read:
I

Sec. 38.05.055. A U C T IO N  S A L E  P R O C E D U R E S. U nless ano ther m eth o d  o f 

sa le  is requ ired  u nder this chap ter, A S  38.07, o r  AS 38 .08 , the sa le  o f  state  lan d  shall 

be m ade at public auction  to the h ighest qualified  b idder as determ ined  by the  director. 

T h e  d irec to r m ay accep t b ids and  sell s ta te  land  u n d er this sec tion  at no  less than  70  

p e rcen t o f  the ap p ra ised  fa ir  m ark e t value  o f  the  land. T o  q u a lify  to  p a r t i c ip a te  

u n d e r  th is  sec tio n  in  a  p u b lic  a u c tio n  o f  s ta te  la n d  th a t  is o th e r  th a n  c o m m e rc ia l ,  

in d u s tr ia l ,  o r  a g r ic u l tu r a l  la n d , a  b id d e r  w h o  is a  n a tu r a l  p e r s o n  sh a ll h a v e  b ee n  

a  r e s id e n t  o f  th e  s ta te  fo r  a t  le a s t o n e  y e a r  im m e d ia te ly  p re c e d in g  th e  d a te  o f  th e  

a u c tio n  a n d  s u b m it  p ro o f  o f  th a t  f a c t  as  th e  c o m m iss io n e r  re q u ir e s  b v  r e g u la t ion .
j

A  b id d e r m u s t ap p ear in person  at the auction  un less m ed ica l reasons, a tten d an ce  at 

sch o o l, o r m ilitary  serv ice  o u tsid e  th e  state  p rev en t a tten d an ce . A b id d e r m ay  be 

rep re sen te d  by an a tto rney  o r  ag en t a t the auc tion  if  the lan d  o ffe red  fo r d isp o sa l is

CS FOR SENATE B ILL  NO. 190(RES)

-1- CSSB 190(RES)
New Text Underlined (DELETED TEXT BRACKETED]



co m m erc ia l, industria l, o r  agricu ltural land . A n  ag g riev ed  b id d e r m ay  appeal to  the 

co m m iss io n e r w ith in  fiv e  days a fte r the sa le  fo r a  rev iew  o f  the  d irec to r's  

d e term in a tio n . T h e  sa le  shall be co n d u c ted  by th e  d irec to r and  a t the  tim e o f  sa le  the  

su ccessfu l b id d er shall deposit an am oun t equal to  five  p e rcen t o f  the purchase p rice . 

T h e  d irec to r sha ll im m edia te ly  issue  a receip t co n ta in in g  a  d esc rip tio n  o f  the lan d  o r 

p ro p e rty  p u rch ased , the  p rice  bid , and  the am oun t d ep o sited . T h e  rece ip t shall be 

ack n o w led g ed  in  w ritin g  by the b idder.

L CSSB 190(RES) -2-
New Text Underlined [DELETED TEXT BRACKETED]
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C h eno w eth  

1 /18/96

A M E N D M E N T

O F F E R E D  IN  T H E  S E N A T E  B Y  S E N A T O R  T A Y L O R

T O : SB  190

Page 1, lines 8 - 9 :

D e le te  "T o  q u a lify  to  p a r t ic ip a te  in  a  p u h lie  a u c tio n  o f  s ta te  la n d  u n d e r  th is  

s e c t io n "

In se r t "T o  q u a lify  to  p a r t ic ip a te  u n d e r  th is  se c tio n  in  a  p u b lic  a u c tio n  o f  s ta te  

la n d  t h a t  is o th e r  th a n  c o m m e rc ia l , in d u s t r ia l ,  o r  a g r ic u l tu r a l  l a n d "
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Interim : 
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T O :

F R O M :

D A T E :

R E :

J a c k  C h e n o w e th  
L e g a l  C o u n s e l  
v ia  f a x :  2 0 2 9  tw o  p a g e

A n n e t t e  K r e i tz e r ,  A id e  (to ( 
S e n a te  R e s o u r c e s  C o m m it ta l

J a n u a r y  2 4 ,  1 9 9 6

C S  f o r  S B  1 9 0

P le a s e  d r a f t  a  f in a l  R e s o u r c e s  C S  in c o r p o r a t in g  th e  a m e n d m e n t  o n  th e  n e x t  p a g e  (9 -  
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T h a n k s  f o r  y o u r  a s s i s t a n c e .
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S T A T E  O F  A L A S K A  
1 9 9 6  L E G I S L A T I V E  S E S S I O N
Revision Date: 30-Jan-flQ

Till#:

FISCAL NOTIE
B I L L  N O .  C S S B 1 9 0 I R E S )

Dept Affectud Natural Ra soirees

Rasource Development

Sponsor.
Requestor

An Act establishing a residency requirement BRU:

for auctions of state land.___________________________________Component: Land Development

Senators Taylor, Leman, Kelly, Pearce______________  ____________

Component Serial No, 431

Expenditures/Revenues
OPERATING EXPENDITURES ■' T7d7“ FYgfl FV9& ‘ “ TV M "TY01 ■FY02 ■ ■
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTa l  o p e r ATINg 0.0 0.0 0.0 o u o.o 0.0

TjAPTTAL EXPENDITURES . m 0.0 0.0 0.0 0.01

CHANGE IN REVENUES ( ) 070 0.0 O.Oi 0.0 0.0 . .. m

1003 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1000 GF/MHTIA
Other

.
-

TOTAl 0.0 T O ..............  <3.0 07) 0.0 d.6

Estimate o f any cu rren t year (FY96) coat: $ 

POSITIONS

None

FULL-IIME ------ O’ ■ " 0 0 0 0
. . .  — 5-

PART-TIME — 0 0 ’ " ■ f! ■ 0 0 0
TEMPORARY J,o 0 0 b 0 0

ANALYSIS: (Attach a separata peg# tf neceaaury)

This bill would have negligible Impacts on operating or capital expenditures, and would require no new positions. The 
bill could reduce the revenues generated from future land disposal. For example, In the 1E95 auction, the total 
revenues generated would have been reduced by $193,000 If non-residents were prohibite d from bidding. $193,000 
Is the amount of winning bids by out-of-stato residents for parcels that no Alaskans bid on and therefore would not 
have been sold.

We assume the current practice of having the applicant sign an affidavit of residency is adequate.

Ron Swanson "EF PhoneT 
Date:

f lf iW S B T
353arh59

Prepared by:
Division:
Approved by Commissioner^

Land

Agency: Natu esourcet
Date: 30-Jan*M

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution Information call the Governor^ Legislative Office
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1996 LEGISLATIVE SESSION
Revision Date:  23 Jan-96_______________________________________________ Dept Affected Natural Resources__________________

Title: An Act establishing a residency requirement BRU: Resource Development

for auctions of state land.____________________________________Component: Land Development__________________

Sponsor: Senators Taylor, Leman. Kelly, Pearce________________ _____________________________________________

Requestor ___________________________________________________________________________C om ponent Serial No. _________________ 431

F IS C A L  NOTE
S T A T E  O F  A L A S K A  B IL L  N O . S B  1 9 0

Expenditures/Revenues_________________________________________________________________________(Thousands of Dollars)
OPERATING EXPENDITURES FYS7

. FYSg
" F'VGy rvoo FY01 — FY02

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING' 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES" ! 0 C» '  Q flj P.Of O fl| O.Oj 0.0 |

|CHANGE' IN REVENUES';' ~ ) | " 0.0| 0.0| "  0.01 0.0| 0.0| CT

FUND SOURCE____________________________________________________________________________________(Thousands of Dollars)____________________________________________________
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
Other
TOTAL” 0.0 0.0 0.0 o.O OD

Estimate o f any current year (FY96) cost: $ None

POSITIONS
FULL-TIME 0 Cl 0 0 0 O'

PART-TIME 0 0 0 0 0 0
TEMPORARY ..............."............0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)

This bill would have negligible impacts on operating or capital expenditures, and would require no new positions. The 

bill could reduce the revenues generated from future land disposal. For example, the 1995 auction, the total 

revenues generated would have been reduced by $193,000 if non-residents were prohibited from bidding. $193 ,000 

is the amount of winning bids by out-of-state residents for parcels that no Alaskans bid on and therefore would not 

have been sold.

If the legislature desires us to verify residency for the Spring 1997 disposal, we will need to RSA approximately $5.0 

to the Department of Revenue to verify residency against permanent fund applications.

Prepared by: Ron S w a n s o p ^ ' , . ^ .’ EF Phone: 269-8503

Division: Land '  /  ______________________________________________________ Date : 23-Jan-96
Approved by C o m m is s io n e r^  /  ~Z , /

y y y y ' s C z fc *  / / )  Date: 23-Jan-96
Agency: Natural'Resources /  f  /  </

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 

isbi90.xls Rev 1/23/96) For further distribution information call the Governor's Legislative Office Page i of i
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----------------------- E d i t o r i a l -----------------------

Land sale restrictions
A la s k a  l a n d  s h o u ld  b e lo n g  to  th o s e  w h o  l iv e  a n d  w o r k  i n  t h i s  s t a t e ;  

t h e  p e o p le  w h o  in v e s t  t h e i r  l iv e s  h e r e ,  a n d  r a i s e  t h e i r  c h i ld r e n  h e r e .  
A la s k a n s .

S ta te  S e n . R o b in  T a y lo r ,  R -W ra n g e l l ,  p la n s  to  p u s h  a  l e g is la t iv e  
m e a s u r e  b a r r in g  n o n - A la s k a n s  f r o m  b id d in g  in  s t a t e  l a n d  a u c t io n s .  
H e  is  a s  d e t e r m i n e d  n o w  — a f t e r  t h e  m o s t  r e c e n t  s a le s  — a s  h e  w a s  
b e f o r e .

T h e  s t a t e  h e ld  a n  a u c t io n  r e c e n t ly .  O f  2 3 7  p a r c e l s  s o ld ,  2 1  w e r e  
b o u g h t  b y  n o n -A la s k a n s ,  8 .8  p e r c e n t  o f  th e  to ta l .

W h i le  A la s k a  is  t h e  l a r g e s t  s t a t e  i n  th e  u n io n ,  A la s k a n s  c a n  o w n  
r e l a t i v e ly  l i t t l e  o f  i t .  M o s t  o f  t h e  l a n d  is f e d e r a l l y  o w n e d ,  w h i c h  
m e a n s  A la s k a n s  a r e  l im i te d  i n  t h e i r  a c c e s s  to  it.

K e tc h ik a n  h a s  a  s e r io u s  l a n d  p r o b le m ,  a n d  K e tc h ik a n  r e s i d e n t s  
e n d u r e  s o m e  s i tu a t io n s  a s  a  r e s u l t .  I n  p a r t ic u l a r ,  r e s i d e n t i a l  a r e a s  
c o l l id e  w i t h  c o m m e r c ia l  c o n c e r n s  in  s e v e r a l  a r e a s  o f  K e tc h ik a n .

I f  A la s k a n s  d o n 't  b id  a t  a u c t io n  o n  th e  p a r c e l s  o f f e r e d ,  t h e n  t h e  
c o m m u n i t i e s  s h o u l d  b e  g iv e n  t h e  o p p o r tu n i ty .  O r  t h e  s t a t e  s h o u l d  
k e e p  t h e  l a n d  u n t i l  t h e  n e x t  a u c t io n  o r  u n t i l  A la s k a n s  a s k  t h a t  i t  b e  
p u t  o n  t h e  a u c t io n  b lo c k .

A la s k a  d o e s n ' t  w a n t  to  b e c o m e  m o r e  o f  a n  o u t s i d e - o w n e r s h ip  
s t a t e  t h a n  i t  a l r e a d y  is . T h e  f e w e r  a c r e s  A la s k a n s  o w n ,  t h e  m o r e  t h e  
c o n t r o l  o v e r  A la s k a  a n d  i ts  l i f e s ty le  is  d e t e r m i n e d  b y  o u t s i d e r s .

 F r o m  o t h e r  e d i t o r s ----------
Tremendous win

T h e  R e p u b l ic a n - le d  r e v o lu t io n  to o k  tw o  g ia n t  s t e p s  o n  C a p i to l  
H ill  l a s t  w e e k  a s  b o th  t h e  H o u s e  a n d  S e n a te  a p p r o v e d  a  b a l a n c e d -  
b u d g e t  p l a n  t h a t  c u ts  ta x e s  a n d  s o c ia l  s p e n d in g  a n d  u l t i m a te l y  p u t s  
a  c o n s e r v a t iv e  f a c e  o n  t h e  n a t io n a l  g o v e r n m e n t .

P a s s a g e  o f  t h e  b a l a n c e d - b u d g e t  le g is la t io n  w a s  a n t i c l im a c t i c  f o r  
A la s k a n s ,  h o w e v e r .

T h e  r e a l  e x c i t e m e n t  c a m e  in  t h e  d e b a t e  to  k e e p  a  p r o v i s io n  f o r  
d e v e lo p in g  p a r t  o f  t h e  A r c t ic  N a t io n a l  W ild l if e  R e f u g e  b y  o p e n i n g  
i t  to  o il  d r i l l in g . T h e  c l im a x  fo r. A la s k a n s  c a m e  F r id a y .  O n  a  5 1 -4 8  
v o te ,  t h e  S e n a te  n a r r o w l y  r e j e c t e d  a n  e f f o r t  to  s t r i p  o u t  t h e  A N W R  
d r i l l in g  p r o v i s io n ,  f o l lo w in g  s im i l a r  a c t io n  i n  t h e  H o u s e  j u s t  18  
h o u r s  b e f o r e .  •

I t  w a s  a  h e a d y  m o m e n t  f o r  A la s k a 's  c o n g r e s s io n a l  d e l e g a t io n ,  
w h o  h a d  w o r k e d  h a r d  a n d  lo n g  fo r  p a s s a g e  o f  t h e  le g is la t io n .

" I t  w a s  a  t r e m e n d o u s  w i n , "  s a id  R e p u b l ic a n  S e n .  F r a n k  
M u r k o w s k i .  " I t  l i t e r a l ly  w a s  a  s h o w d o w n  a t  h ig h  n o o n  a n d  f o r  i h e  
f i r s t  t im e  i n  15  y e a r s  t h e  A N W R  t r a in  h a s  le f t  t h e  s t a t i o n . ’'

T h e  E m p i r e  w e lc o m e s  t h e  v ic to r y  a n d  o f f e r s  c o n g r a t u l a t i o n s  to  
S e n s .  T e d  S te v e n s  a n d  F r a n k  M u r k o w s k i  a n d  R e p .  D o n a l d  Y o u n g ,  
t h e i r  s ta f f s  a n d  c o u n t le s s  o th e r s  w h o  p a r t i c ip a t e d  i n  t h e  e f f o r t ,

O p

Q to^ Iribom=.

A l s t o n  C h a s e

T r a i n  w

B y  A L S T O N  C H A SE 
Tliis fall, W ash ing ton  pund its  h  

b een  sp ecu la tin g  o n  th e  chances c 
" tra in  w re c k "  o ccurrin g , if a d ead ! 
nvpr th e  h ud pe t h e tw e e n  the Dreiid


