	
	2409.18_10

Page 1 of 18


PAGE  
	WO AMENDMENT 2409.18-2002-1

EFFECTIVE DATE:  01/31/2002


DURATION:  This amendment is effective until superseded or removed.
	2409.18_10

Page 2 of 18 

	FSH 2409.18 - timber sale preparation handbook

Chapter 10 - sale program development - gate system



	
[image: image1.wmf] 



	Forest Service Handbook

national headquarters (wo)

Washington, DC


fsH 2409.18 - TIMBER SALE PREPARATION HANDBOOK 

chapteR 10 - SALE PROGRAM DEVELOPMENT - GATE SYSTEM

Amendment No.:  2409.18-2002-1

Effective Date:  January 31, 2002

Duration:  This amendment is effective until superseded or removed.
	Approved:  janette kaiser

          Acting Associate Deputy Chief
	Date Approved:  01/15/2002


Posting Instructions:  Amendments are numbered consecutively by Handbook number and calendar year.  Post by document; remove the entire document and replace it with this amendment.  Retain this transmittal as the first page(s) of this document.  The last amendment to this Handbook was 2409.18-2001-1 to 2409.18_60.

	New Document


	2409.18_10
	18 Pages

	Superseded Document(s) by Issuance Number and Effective Date 
	2409.18,10 Contents (Amendment 2409.18-99-1, 3/5/99)

2409.18,10 (Amendment 2409.18-99-2, 3/5/99)
	  2 Pages

18 Pages


Digest:  
10 - Makes minor corrections in spelling, punctuation, and style practices throughout the chapter.  Makes those changes necessary to revise direction to eliminate purchaser credit from timber sales advertised after March 31, 1999.

13.05 - Revises the definition of "Statistical High Bid Rate" to accommodate the elimination of purchaser credit.  Changes the term "Forest Development Roads" to "National Forest System Roads" throughout the definitions in this section.

Table of Contents

311 - BASICS OF TIMBER SALE PROGRAM


311.1 - Types of Commercial Sales


311.2 - Methods of Measurement


411.3 - Size of Sales


411.4 - Timber Program Scheduling


411.5 - Sale Program Announcements


511.6 - Systems for Scheduling and Tracking


512 - TIMBER SALE PREPARATION PROCESS


913 - FINANCIAL AND ECONOMIC EFFICIENCY ANALYSES


913.05 - Definitions


1213.1 - Program and Project Planning Analyses


1313.11 - Analysis at Gates 1, 2, and 3


1413.12 - Opportunities to Reduce Costs and Increase Revenues


1413.2 - Scope of Analysis


1813.3 - Analysis Schedule


1813.4 - Displays and Documentation





11 - BASICS OF TIMBER SALE PROGRAM

11.1 - Types of Commercial Sales

The responsible official may prepare and offer timber sales in the following forms:

1.  Sale by Area.  The sale volume is estimated and not guaranteed.  Unless the timber sale contract provides otherwise, the timber purchaser has the right and obligation to cut and remove excess volume and pay the current contract rates, and the Forest Service assumes no obligation to make up any deficits in volume.

2.  Sale by Amount.  A sale by amount designates a definite quantity of timber for cutting.  This form of contract commits the Forest Service to mark or designate the full quantity specified.  Use this form of sale when special circumstances require partial or sample marking or designation prior to sale award with completion of marking or designation to follow sale award.

11.2 - Methods of Measurement

See FSH 2409.11, National Forest Log Scaling Handbook, FSH 2409.11a, Cubic Scaling Handbook, and FSH 2409.12, Timber Cruising Handbook, for direction and procedures for timber measurement.  Using the appropriate measurement procedures, the responsible official may determine sale volume for payment purposes by the following methods:

1.  Scaled Sales.  This measurement method determines volume for payment following the felling of trees by direct measurement of the logs.

2.  Premeasurement Sales.  This method provides for measurement of trees or products and determination of volume for payment in advance of sale advertisement.  Regional Foresters shall provide instructions on required use of premeasurement and shall establish guidelines and standards of accuracy for use of this method.  There are two forms of premeasurement sales:

a.  Payment Unit Sales.  Where useful for payment or sale administration purposes, subdivide the sale into one or more payment units.  Base sale value on the "sale-as-a-whole" concept.  Base contract rates on dollars and cents per unit of measure by species or species group.

b.  Lump Sum Sales.  Lump sum sales are premeasured sales where the entire value of the sale is paid in one payment at the time of release for cutting (Contract 2400-6T and Contract 2400-3T(P)) or at the time the contract is executed (Contract 2400-4).  A one payment unit sale is considered to be a lump sum sale.  For lump sum sales, include a schedule of unit stumpage rates in the sale contract in order to provide for cutting of trees damaged in logging or for other reasons, such as road rights-of-way or landings.

For both scaled and premeasured sales, base the quantities to be sold on total number of trees or total acres of timber.  State in the bid form, prospectus, and contract that sold quantities are final.  Do not include contract provisions for quantity adjustments due to the overrun or underrun of sold volumes.  The contract may provide for volume adjustments for salvage trees damaged by logging, blow down, fire, or other damaging agents; and for operational timber removed from skid roads and landings.

11.3 - Size of Sales

Develop a mix of sale sizes to meet local industry and resource needs.  Give preference to relatively small, short-term sales to reduce the risk of severe change in market conditions over a period of time and to reduce the opportunities for speculation.

Set no fixed limit on the size of timber sales, either by volume of timber, sale length, or area, except as provided in the restrictions for approval stated at 36 CFR 223.31.

11.4 - Timber Program Scheduling

See FSM 2430 for principal direction.

11.5 - Sale Program Announcements

Regional Foresters shall prescribe formats and information required in the timber sale program announcement.  At a minimum, the sale announcements must include the following:

1.  Description of Sale.  List sale names, locations, estimated volumes by product, mileage of specified road construction and reconstruction, month of bid opening, decision notice approval date, and remarks (for example, road restrictions, special requirements or conditions, Small Business Administration set-aside status, schedule of public meetings, and so forth).

2.  Maps.  Attach a Forest or District map showing the proposed sale locations.

3.  Sale Program for First 6 Months.  List an attainable, firm program of sales 
(FSM 2430).

4.  Sale Program for Second 6 Months.  Although the sale program for the second 6 months is not as definite as for the first 6 months, be sure that it contains a well thought out and attainable program of sales (FSM 2430).

For each sale in the program, state the appropriate National Environmental Policy Act (NEPA) documentation (FSM 1950) required and indicate the approval date in the sale program announcement.  When the NEPA process is not complete, indicate the expected approval date and note that the proposal to offer the sale is not final.

If unforeseen difficulties, such as financing, salvage needs, deficit appraisals, environmental conflicts, or other events, necessitate changes in the schedule, promptly notify interested parties.  Furnish the Small Business Administration representative with copies of all sale program announcements.

Send copies of sale program announcements to the local timber industry.  Send copies to all local public agencies, private groups, and individuals that have displayed an interest in the Forest sale program.  Advise such parties of public meetings concerning the sale program.

11.6 - Systems for Scheduling and Tracking

Use the gate system to develop and schedule the sale program (sec. 12).  Use the Timber Information Manager (TIM) (FSM 2493 and FSH 2409.14) for tracking and reporting.  The primary benefits of orderly development of the program and tracking of the steps include efficient use of money and work force, avoidance of delay in the process, and avoidance of resource damage resulting from hurried or uncompleted steps.

12 - TIMBER SALE PREPARATION PROCESS

The timber sale preparation process begins with the identification of the sale area and ends with the award of the timber sale contract.  These activities pass through specific stages, called “gates,” each of which requires specific outputs before proceeding to the next gate.  See exhibit 01 for a listing of the activities required at each gate.  Description of the work process at each gate are as follows:

1.  Gate 1, Initial Planning of a Timber Sale Project.  Begin initial planning of a timber sale project with scoping or timber sale project plan development.  Identify the purpose and need for the project, public issues, interested external parties, management issues, resource opportunities in the project plan area, a range of possible volume targets, initial transportation system needs, and financial efficiency information.  The output for this phase is a timber sale project plan that is signed by the District Ranger or Forest Supervisor.

A timber sale project may include one or more timber sales or permit areas.  Individual timber sales are not identified at Gate 1.  The responsible line officer for the project shall certify on the certification report (generated by TIM), titled “Timber Sale Project Plan,” that:  “The proposed National Forest timber sale project is feasible to prepare and will be consistent with the forest plan, and further investment of resources and capital in the proposal is warranted.”  The timber sale project plan must be attached to the certification report.

2.  Gate 2, Project Analysis, Assign, and Decision Notice.  During the timber sale project area design (environmental analysis) phase, develop alternative designs and analyze them for environmental effects.  Provide an analysis of financial and, if needed, economic efficiency.  Concurrently, develop an analysis file to store the information that is gathered.  The documentation and analyses are submitted to the responsible line officer to make a NEPA decision.

Once the responsible line officer makes a decision, develop a timber sale project implementation plan that provides detailed instructions for field layout of all sale elements.  The end product of the sale area design phase is the selection of the preferred alternative and the signature on the decision document by the official authorized to approve the project.  The responsible line officer for the project shall certify on the certification report (generated by TIM), titled “Timber Sale Project Design,” that:  “This National Forest timber sale project has a signed NEPA decision document by the responsible official, has an analysis file documenting the analysis and the information used in the analysis, and a sale implementation plan (project plan) which provides field instruction for carrying out the selected alternative.”

3.  Gate 3, Preparation of a Timber Sale.  The timber sale project plan prepared at Gate 2 identifies individual timber sales or permit areas.  Gate 3 includes activities leading to the implementation of the timber sale project plan for individual timber sales, such as data gathering and on-the-ground marking, designating, and delineating the boundaries needed to properly support the appraisal, preparation of the contract, and post-award sale administration.  These activities should represent the most cost-effective means of implementing the sale design.  The responsible line officer for the project shall certify on the certification report (generated by TIM), titled “Timber Sale Summary,” that:  “This National Forest timber sale has been fully prepared in accordance with 36 CFR 223.30 and is consistent with the Forest Plan and applicable NEPA decisions.  In addition, this sale is still feasible based on Forest Plan objectives, financial efficiency, and salability to potential purchasers (FSH 2409.18, sec. 24).”

4.  Gate 4, Advertise a Timber Sale.  After gathering all necessary engineering design work, cruise (volume) information, logging costs, environmental protection costs, and other elements of the timber appraisal, prepare a sample contract to reflect the resource concerns identified during the environmental analysis and field work.  Determine the value of the timber; prepare the advertisement, prospectus, and bid form; review the total sale package for completeness; and advertise the sale.  The responsible line officer for the timber sale shall certify on the certification report (generated by TIM), titled “Timber Sale Report,” that:  “All attached documents and specifications for this timber sale have been completed in accordance with regulations at 36 CFR, Part 223, Subpart B, and applicable Forest Service Manual and Handbook 

requirements and standards related to timber sales.  Furthermore, the environmental documentation and NEPA decision have been reviewed; no significant new information or changed circumstances relating to the environmental impacts of this proposed action exist that require a correction, supplement, or revision to the documentation or decision; and implementation (advertisement) should continue.”

5.  Gate 5, Bid Opening.  Open the bids and conduct an auction if required 
(FSH 2409.18, sec. 57.1).  Prepare and distribute an abstract of bids to interested parties.  The Contracting Officer or Sale Officer shall certify on the certification report generated by TIM, titled “Timber Sale Bid Opening,” that:  “The bid opening was monitored for instances of non-competitive bidding or possible collusive behavior, and any affirmative findings have been appropriately reported; the Salvage Sale Fund and/or KV Fund Plans have been updated, if needed; all bids have been reviewed to determine bidder’s responsiveness; and the apparent high bidder has been notified by letter that the sale has been tentatively awarded to that bidder.”

6.  Gate 6, Award a Timber Sale Contract.  Evaluate the apparent high bidder for compliance with the pre-award requirements.  The timber sale passes through Gate 6 when all requirements have been met and the sale contract is executed (signed by both the purchaser and the Contracting Officer).  The output of Gate 6 is the official verification that the sale contract has been executed.

12 - Exhibit 01

Gate Activities
	Gate No.
	Gate Name
	Process
	Key Activities
	Title of Certification Report

	
	
	
	
	

	1
	Initial Planning of a Timber Sale Project
	Timber Sale Project Development
	Scoping, timber sale project plan development, silvicultural exams, area logging and transportation analysis, financial and economic analysis, budgeting, scheduling, and line officer certification.
	Timber Sale Project Plan

	
	
	
	
	

	2
	Project Analysis, Design, and Decision Notice
	Timber Sale Project Design
	Environmental, financial, and economic analysis, if needed; resource reviews; project transportation/logging analysis; decision making; project activity plan preparation; silvicultural prescriptions; and line officer certification.
	Timber Sale Project Design

	
	
	
	
	

	3
	Preparation of a Timber Sale 
	Timber Sale Project Implementation
	Identification of individual timber sales in the timber sale project; completion of all field layout activities; documentation of items for use in preparing appraisal, contract preparation, offering;

and line officer certification.
	Timber Sale Summary

	
	
	
	
	

	4
	Advertise a Timber Sale
	Final Package Preparation, Review, Appraisal, and Offering
	Preparation of appraisal, sample contract, bid form, prospectus, 

K-V plan, salvage sale fund plan, and brush disposal plan; advertisement of the timber sale; and line officer certification.
	Timber Sale Report

	
	
	
	
	

	5
	Bid Opening
	Bid Opening
	Opening of sealed bids, conduct of auction, review bids, identification of apparent high bidder, preparation of bid abstract, and certification by Forest Officer or Contracting Officer.
	Timber Sale Bid Opening

	
	
	
	
	

	6
	Award a Timber Sale Contract
	Sale Award


	Completion of award activities.
	None




13 - FINANCIAL AND ECONOMIC EFFICIENCY ANALYSES

See FSM 2430 for direction on preparing financial and economic analyses.  See FSM 1970, 
FSH 1909.15, Environmental Policy and Procedures Handbook, FSH 1909.17, Economic and Social Analysis Handbook, and FSH 2409.13, Timber Resource Planning Handbook, for analysis procedures and additional direction.  Include the following financial efficiency analysis and, if needed, the economic efficiency analysis in the timber sale preparation process:

1.  Financial Efficiency Analysis.  This analysis provides a comparison of anticipated costs and revenues that are part of Forest Service monetary transactions.  This analysis may be required at Gates 1 and 2 (FSM 2432.12 and 2432.22c).

2.  Economic Efficiency Analysis.  This analysis uses the cost and revenue estimates included in the financial efficiency analysis, and adds other economic costs and benefits that are not part of Forest Service monetary transactions.  This analysis is not required, but may be useful and appropriate, especially where timber sales are designed primarily to achieve forest stewardship objectives (sec. 26).  Completion of an economic efficiency analysis is strongly recommended where substantial non-market costs and/or benefits are anticipated as a result of the project.

13.05 - Definitions

See FSM 1905, FSH 1909.15, and FSH 1909.17 for additional definitions.

Constraint.  A restriction or limitation imposed on a decision making or analytical process to meet a specified objective.

Cost Effective.  Achieving specified outputs or objectives under given conditions for the least cost (FSM 1905).

Cost Efficiency.  The usefulness of specified inputs (costs) to produce specified outputs (benefits).  See 36 CFR 219.3 for a more extensive definition of cost efficiency.

Direct Benefit.  A primary benefit that responds to specified objectives of the policy, program, or expenditure (FSH 1909.17).  Direct benefits are broken into two types:

a.  Economic Benefit.  The monetary sum of the financial revenues, non-market values, and timber economic benefits that are produced by a policy, program, project, or expenditure.  Examples of economic benefits other than revenue include positive effects on resources that are assigned a non-market value, such as improved wildlife habitat or National Forest System roads.

b.  Financial Revenue.  Value of cash receipts received by the Forest Service for goods and services.  For timber, direct benefits are expressed as expected gross receipts to the Government (36 CFR 219.14(b)(1)).

Direct Cost.  A cost that directly contributes to the production of the primary outputs of an activity, project, or program (FSH 1909.17).  Direct costs are broken into two types:

a.  Economic Cost.  Total fixed and variable costs for inputs, including costs incurred by other public or private parties, such as cooperative road maintenance deposits paid by timber purchasers.  In addition, negative impacts on resources that have an economic value (also referred to as non-market costs), such as the loss of fish habitat due to stream sedimentation, are included.  Total economic costs are the sum of financial costs, non-Forest Service costs, and non-market costs.

b.  Financial Cost.  The value of Forest Service expenditures, including expenditures for salary, materials, labor, and contracts.  For timber, financial costs include the anticipated investments, maintenance, operating, management, and planning costs attributed to timber production activities, including mitigation measures necessitated by the impacts of timber production (36 CFR 219.14(b)(2)).

Economic Efficiency.  The usefulness of inputs (costs) to produce outputs (benefits) and effects when all costs and benefits that can be identified and valued are included in the computations.  Economic efficiency is measured using benefit-cost ratios in timber sale project analysis (FSH 1909.17).

Financial Efficiency.  The usefulness of inputs (costs) to produce outputs (revenues) and effects when financial costs and financial revenues are included in the computations.  Financial efficiency is measured using revenue/cost ratios for timber sale projects.

High Bid.  Highest total bid entered for a timber sale by a qualified bidder.

Long-Term Efficiency Analysis.  Analysis, which begins at Gate 1, of the current harvest and extends at least 60 years into the future.  In some cases, it is appropriate to extend the analysis through one full rotation or to infinity (to calculate soil expectation value).

Non-Forest Service Cost.  A cost of investment and/or operating activities paid by cooperators or other non-Forest Service agencies that are part of Forest Service management programs, or that contribute to the outputs included in the analysis (FSH 1909.17).  An example of a non-Forest Service cost is the purchaser road construction cost.

Non-market Benefit or Cost.  The monetary value to society of a good or service not normally exchanged in a marketplace.  The value is expressed as a benefit or cost.  If the impact on the good or service is positive (represents a gain), the price is considered a non-market benefit.  A non-market cost occurs if the impact on the good or service is negative (represents a loss in the good or service).  Since market transactions for these goods or services are limited or nonexistent, the non-market value is estimated through other analytical techniques 
(FSH 1909.17).

Present Net Value--Economic.  The difference between the discounted economic benefits and the discounted economic costs.

Present Net Value = Present Value Benefits - Present Value Economic Costs

Present Net Value--Financial.  The difference between the discounted financial revenues and the discounted financial costs.

Present Net Value = Present Value Revenues - Present Value Financial Costs

Present Value.  Value of future benefits, revenues, or costs discounted to present year, usually project year zero; expressed as present value benefits, present value revenues, present value costs, and present net value.

Project.  An organized effort to achieve an objective identified by location, activities, outputs, effects, time period, and responsibilities for execution (FSM 1905).

Project Alternatives.  A differing set of management activities and practices organized to achieve project goals or objectives.

Ratio--Benefit/Cost.  A measure of economic efficiency computed by dividing total discounted economic benefits by total discounted economic costs (FSH 1909.17).

Ratio--Revenue/Cost.  A measure of financial efficiency computed by dividing total discounted financial revenue by total discounted financial costs.

Short-Term Efficiency Analysis.  Analysis that extends from Gate 1 of the current harvest through the closure of the current harvest timber sale contract for intermediate cuts and through regeneration of the site for regeneration cuts.

Soil Expectation Value.  Returns to the land, when managed for timber production, over an infinite series of like rotations.  This value may be used to determine optimum economic rotation age.  This term is abbreviated as SEV and is also called bare land or land expectation value.

Statistical High Bid Rate.  The high bid rate less any timber property value, adjusted to not less than the base rate.

Trade-off.  The amount of present net value (PNV), or other physical output, that is gained or lost between alternatives.

13.1 - Program and Project Planning Analyses

Financial and economic efficiency analyses provide key information at various stages of program and project planning to help ensure that Forest plan objectives are achieved in a cost-efficient manner.  Financial and economic performance measures provide two of several criteria needed to make decisions about investments, resource allocations, and management operations at each stage of program and project planning.  The following illustrates how these analyses fit into each stage:

1.  Forest Plan Analysis.  Financial and economic information is used as required by the Forest and Rangeland Renewable Resources Planning Act, as amended by the National Forest Management Act of 1976, to help establish the size and extent of the timber sale program on each National Forest.  Program costs and benefits are examined in relation to timber and non-timber resource opportunities to help establish a cost-efficient program that will achieve the desired balance of multiple resource objectives and future ecological conditions.  The financial and economic information indicates the efficiency of timber harvest in each Forest plan management area and can be used to help develop budgets necessary to accomplish Forest plan objectives.  See FSH 2409.13 and 1909.17 for information available from Forest plan analyses.

2.  Landscape Level Analysis.  This analysis is used to identify opportunities for management activities that will achieve the objectives outlined in Forest plans in a manner consistent with ecosystem management principles.  Vegetation management objectives are established in Forest plans to achieve a broad range of resource goals and ecological conditions.

The financial and economic analyses completed in the Forest plan can be used at this stage to help identify those opportunities, including timber harvest that may be more cost efficient than others.  As an example, the present net value associated with each analysis area (developed during forest plan analysis) can be used to compare the monetary net benefit or net cost of various vegetation treatment opportunities including timber harvest, controlled burning, and so forth.  This helps to identify the range of possible projects that will efficiently achieve the resource goals and ecological conditions outlined in Forest plans.


3.  Project Level Analysis (Timber Sale Preparation Process).  In this level of analysis, a number of site-specific alternatives are developed that can be used to achieve the objectives outlined in the Forest plan in a manner consistent with ecosystem management principles.  Through the process outlined in FSH 1909.15, one alternative is selected and implemented to efficiently achieve these goals.  It is important to include measures of efficiency as decision criteria in the initial stages of project development.  While the Forest plan analysis provides a general measure of efficiency, there are several site-specific factors not analyzed in the Forest plan, such as terrain features and road construction needs that can affect the cost efficiency of the project.

Forest Supervisors and District Rangers must have information about projected costs, revenues, and benefits prior to making substantial resource and capital investments in timber sale projects.  This is necessary to determine how each proposed project is expected to affect the financial position of the overall timber sale program and, if the financial analysis is negative, whether non-market and/or non-monetary benefits will outweigh net costs (FSM 2432).  Likewise, these are important considerations when selecting an alternative for implementation during the sale preparation process.

In project level analysis, use financial and economic analyses to:

a.  Promote consistent development and systematic use of financial and economic information in timber sale project decision making.

b.  Integrate analyses of timber economic factors with other resource considerations to provide decisionmakers with an understanding of the financial and economic implications and trade-offs.

c.  Ensure that financial and, if needed, economic efficiency measures are considered as decision criteria when evaluating timber sale proposals, and when selecting a project alternative in accordance with the objectives and standards and guidelines of the forest plan.

d.  Improve cost efficiency by evaluating and identifying opportunities to reduce costs and to enhance benefits, including revenues.

13.11 - Analysis at Gates 1, 2, and 3

Financial and, if appropriate, economic efficiency analysis must be included at Gates 1, 2, and 3 of the timber sale planning process to achieve the following:

1.  Gate 1.  Determine the primary purpose of the proposal.  If the proposal is feasible, determine what, if any, forest plan objectives can be achieved and whether further investment of resources and capital in the proposal is warranted.  A timber sale project proposal may include one or more timber sales or permit areas.

2.  Gate 2.  Update the Gate 1 analysis with more site-specific information to determine whether further investments of resources and capital in the project are worthwhile and, if so, which project alternative provides the most efficient means of achieving the stated project objectives.  A timber sale project proposal may include one or more timber sales or permit areas.

3.  Gate 3.  Identify individual timber sales or permit areas within the project area considered in the timber sale project implementation plan prepared at Gate 2.  Continue to analyze timber sale preparation activities for individual sales to assure that costs are minimized to the extent practicable.

Procedures on completing and updating the financial and economic analyses at each gate are provided in chapters 20-40.

13.12 - Opportunities to Reduce Costs and Increase Revenues

On a continuing basis throughout the sale preparation process, evaluate each sale for opportunities to increase revenues and reduce costs.  The evaluation should include, but is not limited to, consideration of:

1.  Combining the project under consideration with other projects to reduce analysis costs.

2.  Using alternative road systems and standards or temporary roads to reduce Forest Service and/or purchaser costs.

3.  Using alternative logging and/or silvicultural systems to reduce Forest Service and/or purchaser costs.

4.  Modifying sale design within the limits of Forest plan standards and guidelines to reduce purchaser costs and enhance revenues.

In addition, timing of the sales should be a consideration.  Within the limits of the sale offering schedule described in FSM 2431.04a, take advantage of opportunities to offer the sale during good market conditions.  Where these measures will improve cost efficiency over the cost efficiency reflected in the financial or economic analysis, update the analysis as appropriate.

13.2 - Scope of Analysis

Where there are optional methods for achieving a project alternative, the financial and economic efficiency analyses should assume that the least-cost method will be used.  For example, if it is less costly to estimate the sale volume using a variable plot cruise as opposed to a sample tree cruise, assume use of the cheaper method when estimating costs.  The scope of the financial or economic efficiency analysis depends upon the scope and complexity of the timber sale project.  Analysis will vary at each gate as follows:

1.  Gate 1.  The efficiency analysis at Gate 1 should be a relatively simple analysis of the net financial revenue or cost of the proposal.  Additional benefits and costs also may be included to estimate economic efficiency, if appropriate.  This analysis should include general information currently available about the proposal.

Estimates of timber revenues may be determined based on transaction evidence base period values, by species, and adjusted for significant cost or value differences.  Unit costs per hundred cubic feet (CCF) may be estimated and applied based on Forest-wide averages if site-specific data is not available.  Non-timber activities being considered in the proposal, such as wildlife habitat enhancement, should be included in the analysis along with timber activities.  The acreage and volume of timber harvest and other treatments should be based on current estimates.  If an economic analysis is completed, non-market costs and benefits, such as soil productivity losses or wildlife habitat enhancements, should be included as appropriate.  Section 22 provides guidance on how to complete the efficiency analysis at Gate 1 and includes a suggested format for display of the results.  Exhibit 01 lists the required and optional components of Gate 1 analysis.

2.  Gate 2.  At Gate 2, update and expand the efficiency analysis to display the relative difference in financial efficiency between alternatives being proposed in the environmental analysis required by the National Environmental Policy Act.  In addition to financial efficiency, economic efficiency can be examined, as appropriate.

Examine the long-term effects on financial efficiency at this point by including future costs and revenues and discounting them to the present.  Section 32 provides guidance for completing the Gate 2 efficiency analysis and includes suggested formats for displaying the results of the analysis.  Exhibit 02 lists the required and optional components of Gate 2 analysis.

3.  Gate 3.  Continue analysis of optional implementation methods, such as marking and cruising, to ensure that the project is implemented in the most cost-effective manner practicable.  See chapter 40 for direction on least-cost methods.

13.2 - Exhibit 01

	Components of the Gate 1 Efficiency Analysis

1.  Required Components:

a.  A description of the purpose of the project as it relates to Forest plan objectives.

b.  A comparison of estimated short-term revenue with estimated short-term cost.

2.  Optional Components:

a.  Projections of long-term revenues and costs into the future, discounted to the present.

b.  Estimates of current and future non-market economic benefits and costs discounted to the present (incorporated into an economic efficiency analysis).




13.2 - Exhibit 02

	Components of the Gate 2 Efficiency Analysis
1.  Required Components:

a.  A financial efficiency analysis that includes a comparison of short-term revenues and costs for each alternative being proposed.

b.  An estimate of long-term financial efficiency (projected at least 60 years into the future) with anticipated costs and revenues discounted to the present.

2.  Optional Components:

a.  An economic efficiency analysis that, in addition to the financial efficiency data, includes estimates of current and future non-market costs and benefits discounted to the present.

b.  Projections of financial and economic efficiency beyond the 60-year minimum through one full rotation or infinitely (to derive the soil expectation value).




13.3 - Analysis Schedule

Financial and economic analyses precede decision making.  Some variations in timing may result from Regional and Forest sale preparation procedures, but, in general, the following schedule should apply:

1.  Gate 1.  Prepare the financial efficiency analysis and, if needed, economic efficiency analysis during development of the timber sale project plan.

2.  Gate 2.  Analyze timber sale project alternatives for financial efficiency and, if needed, economic efficiency in conjunction with the environmental analysis and development of the silvicultural prescription.

3.  Gate 3.  Identify individual timber sales or permit areas within the project area considered in the timber sale project implementation plan prepared at Gate 2.  As needed during sale plan implementation, perform additional analyses for remaining site-specific options to ensure that sale planners and preparers use efficient methods, such as cost-effective cruise designs, designation methods, and road design techniques to accomplish objectives.

13.4 - Displays and Documentation

Append the analysis results and documentation to the sale plan, sale report, and/or silvicultural prescription, as appropriate.  Incorporate by reference or append the financial efficiency analysis and economic efficiency analysis (if completed) to the environmental analysis documentation.
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