	
	2409.18_20

Page 1 of 14


PAGE  
	WO AMENDMENT 2409.18-2002-2

EFFECTIVE DATE:  01/31/2002


DURATION:  This amendment is effective until superseded or removed.
	2409.18_20

Page 2 of 14 

	FSH 2409.18 - timber sale preparation handbook

Chapter 20 - timber sale project development - gate 1



	
[image: image1.wmf] 



	Forest Service Handbook

national headquarters (wo)

Washington, DC


fsH 2409.18 - TIMBER SALE PREPARATION HANDBOOK 

chapteR 20 - TIMBER SALE PROJECT DEVELOPMENT - GATE 1

Amendment No.:  2409.18-2002-2

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Duration:  This amendment is effective until superseded or removed.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 2409.18-2002-1 to 2409.18_10.

	New Document


	2409.18_20
	14 Pages

	Superseded Document(s) by Issuance Number and Effective Date 
	2409.18,20 Contents (Amendment 2409.18-99-3, 3/5/99)

2409.18,20 (Amendment 2409.18-99-4, 3/5/99)
	  2 Pages

13 Pages


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

22.2 - Revises financial analysis procedures for timber sales that have specified roads, but no purchaser credit allowed.  Removes the reference to the Timber Sale Program Information Reporting System (TSPIRS), which is obsolete.

25 - Removes reference to categorically excluded timber sales.

26.1 - Changes the unit of measurement for personal use free use permits from board feet to cubic feet.
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21 - INITIAL PLANNING OF TIMBER SALE PROJECT

The timber sale project plan provides verification of a proposed timber sale project and identifies expenditures for completing subsequent “gate” actions.  Use the 10-year timber sale action plan from the Forest plan as the starting point to prepare the timber sale project plan; in the plan, include recommendations on the feasibility and efficiency of preparing a commercial timber sale and documentation of the analysis used to arrive at the findings.  Use information derived from the scoping process (FSM 1950; FSM 2430; FSH 1909.15) to make these recommendations.  The timber sale project plan documents the land manager’s determination that investments in project planning should or should not continue for a given area of National Forest System land.  Preparation of the plan may provide a basis for soliciting information and assistance from other agencies and interested or potentially affected segments of the public.

21.1 - Contents of Timber Sale Project Plan

Each timber sale project plan should adequately address the issues influencing timber sale project decisions and should provide the Forest Supervisor with options with which to address landline location, transportation networks, resource skill requirements, sensitive issues, financial efficiency, salability to potential purchasers, and other impacts and opportunities influencing timber sale projects.  Timber sale project plans should be developed prior to beginning sale preparation activities to provide the appropriate line officer the information needed to evaluate financial efficiency and to achieve Forest plan objectives.

At a minimum, the timber sale project plan must:

1.  Propose a timber sale project area and verify the compartment and management area of a proposed sale.  A timber sale project plan may include one or more timber sales or permit areas.

2.  State resource objectives and criteria for evaluating alternatives, in accordance with the Forest plan, and provide a preliminary classification of the sale or sales or portions of the sale or sales defining the primary purpose of the proposed harvest (sec. 26).

3.  Identify current critical issues related to the project area or proposal.

4.  Identify special skills needed to address critical issues.

5.  Identify and update pertinent information within and adjacent to the project area and indicate potential outputs, including those identified in the Forest plan.

6.  Develop preliminary direction that relates how the silvicultural, logging, and road systems must function to meet the resource objectives.

7.  Display the results of the financial analysis and the purchaser salability analysis conducted to determine if the project is a feasible and efficient means of achieving the Forest plan objectives.

8.  Verify the forest plan suitability for timber harvest or proper National Forest Management Act (NFMA) exemption for harvest on unsuitable land.

9.  Display on a standardized map the information necessary to delineate key items set out in the preceding paragraphs.

10.  Provide, for approval by the appropriate line officer, the feasibility of the proposal and a determination that further investment in the proposal is warranted.

21.2 - Sources of Information

The process of developing a timber sale project plan is interdisciplinary and requires the interaction of many resource specialists.  The issues identified as relevant to the particular sale determine participation on the project team.

The sale planner should review all available relevant information to arrive at an initial estimate of the feasibility of the proposed project.  Sources of information may include:

1.  The Forest plan.

2.  Existing landscape or area analyses.  If no analysis exists, review sufficient available resource data to determine the feasibility of developing the transportation systems needed to support the project.

3.  Resource data, such as aerial photographs, atlases, watershed analyses, previous sales and their impacts, revenue and cost data, soil and geologic data, visual resource management mapping, archaeological reconnaissance findings, fuel situation information, compartment inventory of stand data, fish and wildlife surveys and inventories, ecological inventories, stream classification results, right-of-way needs, landline survey needs and property status, special-use permits, range allotment usages, recreation use patterns, topographic maps, stand record systems, and other data that pertain to the area of interest.

4.  Agency surveys, financial data, issues, plans, and other information.

5.  Information from the general public, forest visitors, landowners, user associations and groups, and permittees.

6.  Any pertinent data available from various locations in the organization, including the Ranger District, zone, Forest, and Regional levels.

22 - FINANCIAL ANALYSIS AT GATE 1

At Gate 1, use financial analysis to determine the preliminary financial efficiency of the proposal.  At this stage of project development, prior to undertaking major investments, it is important to evaluate the financial efficiency of the proposal to determine if it represents a prudent means of achieving Forest plan resource objectives.  This analysis, along with information on the purpose of the harvest, provides the line officer information to determine the feasibility of the proposal and whether further investment of resources is warranted.

22.1 - Least-Cost Methods

If the project alternatives can be achieved through a variety of operational methods, assume that the least-cost means of accomplishing the proposal will be used and incorporate the appropriate cost information accordingly.  As an example, do not assume that roads will be constructed at a higher standard than that needed to meet the project objectives.  Ensure that all methods considered will meet Forest plan standards and guidelines.

22.2 - Project-Level Financial Analysis

1.  Before proceeding with a timber sale project proposal, develop estimates of the project’s short-term financial efficiency.  This analysis normally covers a period of 3 to 10 years (Gate 1 through reforestation if the harvest is a regeneration cut, or through harvest of the existing stand if the harvest is an intermediate cut).

2.  Calculate the financial present net value for the project.  For revenue and cost estimates, use data that best represent the revenues or costs that are expected to occur.

Appropriate revenue data sources include:

a.  A 3-year average of timber sale revenues (excluding purchaser road credits);

b.  The appraised value of the timber as determined through normal appraisal techniques; and

c.  Average harvest revenue generated from comparable timber sales.

Where possible, it is desirable to use actual historical revenue figures to develop expected prices.  The revenue estimates may be adjusted to reflect sale-specific factors, such as the mix of sawtimber and pulpwood.  Provide documentation of any revenue adjustments and revenue estimate calculations.

3.  Calculate the 3-year average financial costs for direct cost categories.  These financial costs include Forest Service budget expenditures only.  Do not include any program planning costs or costs that occurred prior to the starting point of the analysis (Gate 1).  Costs for the following activities are considered direct costs and should be included:

a.  Harvest administration.

b.  Sale preparation.

c.  Analysis and documentation.

d.  Other resource support.

e.  Brush disposal expenditures (Forest Service costs).

f.  Road design and engineering (excluding deposits for reconstruction engineering services and actual reconstruction).

g.  Road maintenance (Forest Service costs--non-appropriated road maintenance funds).

h.  Reforestation.

i.  Knutson-Vandenberg Act (K-V) other.

Adjust these costs, as needed, to reflect sale-specific conditions and document the adjustments.

4.  Discount the costs and revenues to year “0” (the year Gate 1 is accomplished) by using the methodology and formulas described in section 32.25, or by using a computer program that uses the same calculation procedures.

The financial present net value is the difference between the total discounted revenues and the total discounted financial costs.

Financial Net Value = Total Discounted Revenues - Total Discounted Financial Costs

If needed for analysis, the unit revenue, unit financial cost, and unit financial net revenue also may be calculated by dividing the totals by the amount of volume anticipated for sale.

The financial analysis at Gate 1 is a comparison of estimated costs and revenues from the potential harvest of the existing stand.  A more comprehensive analysis that includes an analysis of future costs and benefits is performed at Gate 2 (sec. 32.2), but is not mandatory at Gate 1.  Computer software packages that perform discounting and other analytical techniques may be used to expedite the Gate 1 financial analysis.

Non-market values and non-Forest Service costs are not a part of the Gate 1 financial analysis and are not included in the calculation of the financial present net value.  Exhibit 01 provides a sample format for documenting results of the Gate 1 financial analysis.

22.2 - Exhibit 01

Example of Gate 1 Short-Term Financial Analysis Information 1/

Financial Analysis of Proposed Timber Sale Project for Harvest

of Existing Stand in Thousands of Current Dollars (except as noted)

  I.
Resource Outputs


A.
Timber




1.  Sawtimber, by species (CCF) ....................................
     3,650




2.  Roundwood/products, by type (CCF, etc.) ................
        760


B.  Other (list w/ unit of measure) .......................................…

 II.
Discounted Financial Revenues


A.
Timber




1.  Sawtimber, by species ...............................................
$780,400




2.  Roundwood/products, by type ...................................
  121,600



3.  Total timber revenue .......................................….......
  902,000


B.
Other (List) ....................................................................….
               

C.
TOTAL DISCOUNTED FINANCIAL REVENUE (R) ....  902,000

III.
Discounted Financial Costs 2/


A.
Harvest administration ..........................................…........
    73,500


B.
Sale preparation ...................................................…..........
    51,100


C.
Analysis and documentation ...............................…..........
    28,200


D.
Other resource support .........................................……......
    19,900


E.
Brush disposal ...........................................................….....
      9,000


F.
Road design and engineering ...................................…......
    11,500


G.
Road maintenance .................................................….........
      8,800


H.
Reforestation 3/ .......................................................….......
    82,000


I.
KV other ............................................................................
    22,300

J.
TOTAL DISCOUNTED FINANCIAL COSTS (C) .........
  306,300
IV.
Comparison of Discounted Financial Revenue and Cost


A.
Financial present net value (R minus C) ...........…............
$595,700
____________
1/  Short-term analysis includes the revenues and financial costs of the existing stand only (through reforestation for regeneration harvest).

2/  It is not mandatory to display cost detail if it is included in supporting documentation.

3/  Include reforestation costs for those areas that involve regeneration cuts.

22.3 - Other Optional Analyses

If necessary, sensitivity analysis may be performed to determine if there are other factors influencing the net value or if there are other benefits and costs not included in the financial analysis.  For example, if arterial or collector roads are proposed for the sale, an analysis of the timber on tributary roads may indicate that the project is economically viable, even though the current proposal will not generate enough revenue to cover the total cost of the roads.

In addition, a long-term financial analysis or economic efficiency analysis that includes costs and revenues of both the existing stand and the regenerated stand may be used if the information is pertinent to a determination of feasibility.  See chapter 30 for a description of these analyses.

23 - SALABILITY TO THE PURCHASER

If anticipated value of the timber to the purchaser would not cover the purchaser’s costs, verify whether the sale would be economically feasible for an operator to harvest either with or without supplemental funding.  If the timber sale project is not feasible to a purchaser and will, most likely, receive no bids, drop or delay the project until market conditions are better, or redesign the project, within the limits of the Forest plan, to make it more attractive to potential purchasers.

24 - FEASIBILITY

Feasibility is based on Forest plan objectives, financial efficiency, salability to potential purchasers, and other sale-specific factors.  Before a decision is made to proceed to Gate 2, each of these factors must be evaluated as follows:

1.  Forest Plan Objectives.  The proposed project must be shown to contribute to one or more of the Forest plan goals and objectives.  If the project includes harvest for forest stewardship purposes (sec. 26), include documentation in the project file showing how the sale or sales will achieve the non-timber objective(s) and the desired future condition as outlined in the Forest plan.  In addition, during the Gate 2 analysis of proposed stewardship harvest, compare timber harvest alternatives to practical and feasible non-harvest alternatives that would achieve the same Forest plan vegetation management objectives (FSM 2432.22c).  An example of a non-harvest option is controlled burning.

2.  Financial Efficiency.  Review the results of the financial efficiency analysis in relation to non-monetary benefits (such as enhancement to endangered species habitat) and costs (such as increased stream sedimentation) that are anticipated as a result of implementing the proposal.  Determine whether the proposal represents a cost-efficient means of achieving the Forest plan objectives and if it contributes to positive net public benefits.  Document the findings of this review in the timber sale project plan at Gate 1.  Other economic benefits and costs, such as those included in an extensive transportation system analysis, also may be considered in this review.

3.  Salability.  Ensure there is a reasonable chance that the timber sale will be purchased with or without supplemental funding.

4.  Other Sale-Specific Factors.  Consider other factors that affect whether the project can be implemented.  Examples include analysis of site-specific resource conditions (including impacts that cannot be mitigated), adverse public reaction, and other social factors.

Consider these factors when determining feasibility and whether to move to Gate 2.  Document in the timber sale project plan the final determination to continue or discontinue the project.

25 - SMALL AND OTHER SALES

Small timber sale projects and sales that are classified as personal use sales may be grouped and analyzed for financial or economic efficiency on a program-level analysis.  The financial efficiency analysis is not required on timber sales with a projected value of less than $100,000 (FSM 2432.12).

26 - PURPOSE AND ACTIVITY CODES

Evaluate each project beginning at Gate 1 to properly identify the primary purpose of the timber sale project.  Identify and document in the timber sale project plan at Gate 1 the general primary purpose of the proposal, including which Forest plan objectives are to be achieved.  As the proposal undergoes further development through the environmental analysis, refine and document changes for the primary purpose code in the purpose and need section of the environmental analysis.

The timber sale project may be divided into areas, such as by cutting unit, and the primary purpose of each area described separately in the environmental analysis documentation or timber sale project plan.  A code is assigned to the sale or a portion of the sale based on its primary purpose.

In addition, the principal benefiting resource or activity is identified and coded to the sale or sale portion using the appropriate activity code.

26.1 - Descriptions of Purpose Codes

Use the following purpose codes to label the primary purpose of the timber sale project, individual timber sales, or portions of the sales:

TC - Timber Commodity Purpose
FS - Forest Stewardship Purpose
PP - Personal Use
Incorporate purpose and activity codes into the Timber Information Manager (TIM) system when a new timber sale is identified at Gate 3 and entered in the Timber Sale Accounting system (TSA) at Gate 6.  A timber sale can have several purpose and activity codes; the percentage of a sale for each code entered into TIM is based on the total sale volume.  Use the following descriptions when identifying the primary purpose of sales or portions of sales in one of the three categories:

1.  Timber Commodity Purpose.  Use this description to identify timber harvest that is not for personal use or other resource purposes but is designed to achieve the timber volume objectives of the Forest plan.  The sale and harvest of this timber is primarily for the purpose of providing forest product raw material to contribute to the Nation’s timber supply.  This timber may be harvested only from lands classified as suited for timber harvest in the land Forest and resource management plan using either green or salvage sales; volume from this category is considered chargeable.  Code the portion of a project that is primarily designed to meet timber purpose objectives as timber commodity purpose (TC) in the TIM and TSA systems.  Also code the proportion (percentage) of the project (based on volume) that is represented by a primary timber commodity purpose.

2.  Forest Stewardship Purpose.  Use this description to identify timber harvest that is not for personal use or timber commodity purposes but is designed primarily to achieve forest stewardship objectives that require vegetation management as outlined in Forest plans.  If the Forest had no timber program or if there was no demand for the timber being harvested, these vegetation management projects should be accomplished through other means, such as controlled burning.  Timber harvest must be the most financially efficient way of achieving the necessary vegetation management; that is, it produces the least net cost when both current costs and revenues are considered.  Where timber harvest is selected to achieve the forest stewardship objective, the sale of timber is secondary to achieving that objective.  The revenue produced from this timber is considered an offset to the cost of accomplishing the project.  This timber may be harvested from lands classified as suited or unsuited for timber management through green or salvage sales.  Code portions of projects that are primarily designed to achieve forest stewardship objectives as forest stewardship (FS) in the TSA system, along with the appropriate percent of the associated sale volume.  In addition, an activity code is required to identify the primary resource objective associated with this portion of the project.

3.  Personal Use.  Use this description to identify permit or forest product sales of any size or value where the presumption is that the purchaser will use the material for personal use rather than for manufacture and/or resale.  Unless otherwise indicated, this category must always include all free-use permits and paid permits less than or equal to the following quantities:

a.  10 cords

b.  1,000 cubic feet

c.  3 Christmas trees

d.  $20.00 value for other products that cannot be converted to a cubic foot equivalent (non-convertible products)

Code these sales or permits as personal use (PP) in the TIM and TSA systems.

26.2 - Descriptions of Timber Sale Activity Codes

In addition to the purpose code, assign an activity code to each sale or portion of a sale to identify the primary benefiting resource or further define the purpose.  Activity codes are linked to purpose codes as follows:

1.  Activity Codes for Use with Timber Commodity Purpose (TC).  Use the following national activity code with the timber commodity purpose code (TC):

01 - Timber Resource.  Includes sales or portions primarily designed to provide wood products to meet demand.

2.  Timber Sale Activity Codes for Use with Forest Stewardship Purpose (FS).  Use the following national activity codes, as appropriate, with the forest stewardship purpose code (FS):

10 - Ecosystem Health.  Includes objectives to promote long-term forest ecosystem health through forest pest and fuels management.  Projects specifically designed to prevent resource losses and ecosystem damage from catastrophic events, such as fires or wind storms, are also included.  For example, if a condition, such as stocking level (trees per acre), indicates that the ecosystem is outside or close to being outside the historic range of variation, these sales are designed to bring the ecosystem back to a healthier (normal) condition.  This category could also include salvage to offset the cost of reforestation and site rehabilitation after catastrophic events.

20 - Recreation/Visual/Cultural Resource Enhancement.  Includes objectives related to recreation area enhancement, such as the removal of hazard trees from campgrounds; visual enhancement, such as opening vistas or regenerating specific species, for example, aspen, to create landscape variety; and cultural resource enhancement.

30 - Wildlife Habitat Management.  Includes objectives to manage habitat for a particular species or group of species, such as creating openings to promote growth of seral stage vegetation and improve foraging areas for deer.

40 - Fisheries Habitat Management and Watershed Improvement.  Includes the management of vegetation designed to improve fisheries habitat, and the management of vegetation to improve soil stability where the specific purpose is to protect or improve fish habitat or water quality.

50 - Threatened and Endangered Species Habitat Management.  Includes the management of vegetation and ecosystem development to meet the habitat requirements of endangered species, such as the red-cockaded woodpecker of the southern States.

60 - Range Resource Enhancements.  Includes vegetation management to improve the range resource for domestic livestock use.

70 - Non-Timber Products.  Includes the commercial sale of non-timber products such as posts, poles, firewood, and Christmas trees, where these sales are designed to achieve forest stewardship or public service objectives.

90 - Other.  Includes the sale of timber for other reasons that meet the definition of forest stewardship purpose.

3.  Timber Sale Activity Codes for Use with Personal Use Purpose (PP).  Use the following national activity code with the personal use purpose code (PP):

80 - Personal Use Products.  Includes forest products sold or provided free with the intent that those products will not be resold or remanufactured for commercial purposes.

26.3 - Guidelines for Purpose/Activity Code Determination

In deciding the primary purpose and activity code of the timber sale or sale portion, consider the Forest plan objectives of the management area in which the project will occur and the resource objectives of the vegetation management of the proposed project.

1.  When forest stewardship objectives are identified as the primary purpose for sales or portions of sales, other viable means of achieving the same vegetation management results, such as controlled burning, should be examined and their financial effects weighed against those of timber harvest.  Document the results of this analysis and any environmental analysis in the project file.  In addition, the environmental effects of different options should be examined and considered in the selection of a project alternative.

2.  Salvage sales may be included in either the timber commodity or forest stewardship component depending on the primary purpose of the salvage.

3.  In determining the proportion of the project to include in each sale purpose/activity code combination, the project planner should identify the primary Forest plan objective being achieved by each specific area of the project and assign an appropriate purpose/activity code combination to that area.  If possible, the percentage assigned to each code should be based on projected timber harvest volume.  An example follows:

	Sale A has two cutting units.  Cutting Unit 1 (30 acres) is primarily designed to achieve a timber commodity purpose and the expected harvest volume is 400 cubic feet (CCF).  Cutting Unit 2 (20 acres) is primarily designed to achieve a wildlife objective and the expected harvest volume is 100 CCF.  After determining proportions based on volume, the project would be coded as 80 percent timber commodity purpose/timber resource activity (TC/01 - 80 percent) and 20 percent forest stewardship purpose/wildlife activity (FS/30 - 20 percent).




4.  The project planner should not attempt to determine percentages of purpose and activity codes by separating jointly integrated objectives.  For example, if a particular acre of harvest will produce both timber benefits and wildlife benefits to meet Forest plan objectives, the primary purpose must be identified as either timber or wildlife and coded as such.  References to the Forest plan management area objectives may be useful in making the purpose/activity code determination.

27 - TRACKING AND REPORTING AT GATE 1

27.1 - Documentation

Before moving to Gate 2, accomplish the following:

1.  Obtain a signed (approved) timber sale project plan.

2.  Enter the sale information in the Timber Information Manager (TIM) system.

3.  Obtain Certification.  The responsible line officer for the project shall certify on a certification report (generated by TIM), titled “Timber Sale Project Plan," that the proposed timber sale is feasible to prepare and will be consistent with the Forest plan, and that further investment of resources and capital is warranted.  The timber sale project plan may be attached to the certification form.

The completion date of Gate 1 is the date the certification report is signed.

27.2 - Sale Tracking and Reporting

Add the information developed at Gate 1 to TIM.  The following information must be included:

1.  Project name.

2.  Project identification number.

3.  Estimated volume.

4.  Estimated bid date.
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