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Digest:

51.1 – Corrects mathematical error in exhibit 01, net ratio from 2.37 to 1.78, and makes the corresponding change in the Note to the exhibit.

51.2 – Corrects mathematical error in exhibit 01, net ratio from 2.37 to 1.78.
55 – Removes reference “Director of Forest and Rangelands” and replaces with reference “Director of Forest Management.”
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Refer to FSM 2434 for the authorities, objectives, policy, responsibilities, and definitions that apply to the Timber Sale Pipeline Restoration Fund. 

51 - ECONOMIC AND FINANCIAL GUARANTEE ANALYSIS REQUIRED

An economic analysis (sec. 51.1) must be completed for each timber sale when requesting timber Sale Pipeline Restoration funds (TSPR funds).  Once TSPR funds are approved, periodic financial guarantee analyses are required as provided in section 51.2.

51.1 - Economic Analysis Required

The economic analysis is the primary tool used by the Washington Office and the regional offices in evaluating proposed timber sale projects for TSPR funding.  Those timber sale proposals showing the highest net available/cost ratios (ex. 01) demonstrate the best potential projects in meeting TSPR fund requirements.  The economic analysis is also the primary tool used by a field unit in determining whether to request TSPR funds for a timber sale project.  The probability of successful implementation of the sale(s) must be evaluated before requesting TSPR funds.

1.  Complete an economic analysis for each timber sale for which TSPR funds are being requested to determine if the proposed timber sale meets the requirements of the TSPR fund (FSM 2434.03).  The economic analysis demonstrates the relative cost efficiency of the proposed timber sale.  Particularly, it shows whether or not the net revenues returned to the TSPR fund for future timber sale pipeline preparation work would equal or exceed the amount of TSPR funds needed to prepare the sale.

2.  Use the results of these analyses to request the necessary mix of appropriated and other funding sources through the timber sale program development and budgeting process to support the program overall.  Forests should also use these analyses to plan for the expenditure of TSPR fund allocations, to request adjustments in the funding mix, and to make excess funds available to other forests in the region or to return them to the Washington Office for reallocation.

3.  Keep a copy of the economic analysis and any subsequent updates in each presale folder, and transfer them to the timber sale folder at the time this folder is created.  Place these analyses with any Timber Sale Accounting information or reports.

4.  Refer to exhibit 01 in this section for an example of a completed economic analysis in the recommended spreadsheet format.

51.1 - Exhibit 01

EXAMPLE OF TIMBER SALE PIPELINE RESTORATION FUND (TSPRF) ECONOMIC ANALYSIS

	DATE:
	2/2/2007
	

	REGION:
	7
	

	FOREST:
	Muskogee
	

	PROJECT NAME:
	High Road
	

	
	FISCAL YEAR

	
	2008
	2009
	2010
	2011
	2012
	TOTAL

	Volume Completed Gate 2 (CCF)
	7,000
	
	
	
	
	7,000

	Volume Completed Gate 3 (CCF)
	
	3,500
	3,500
	
	
	7,000

	Volume Planned for Offer (CCF)
	
	3,500
	3,500
	
	
	7,000 

	Planned Costs
	

	Sale Preparation (Other Funds)
	$0
	$0
	$0
	$0
	$0
	$0 

	Sale Preparation (TSPR Funds)
	$230,000
	$100,000
	$0
	$0
	$0
	$330,000

	Cost Pools (TSPR Funds)
	$7,000
	$3,000
	$0
	$0
	$0
	$10,000

	Appeals & Litigation (TSPR Funds)
	$10,000
	$0
	$0
	$0
	$0
	$10,000 

	Total Planned Costs (TSPR Funds)
	$247,000 
	$103,000 
	$0 
	$0 
	$0 
	$350,000 

	Costs in $/CCF (TSPR Funds)
	
	
	
	
	
	$50.00

	Percent Covered by TSPR Funds
	
	
	
	
	
	100%

	Planned Stumpage
	

	Total Stumpage Received Each FY
	
	$0 
	$300,000 
	$700,000 
	$500,000 
	$1,500,000 

	Stumpage in $/CCF
	
	
	
	
	
	$214.29

	Deposits
	

	National Forest Fund (NFF) (28%)
	
	$0 
	$84,000 
	$196,000 
	$140,000 
	$420,000 

	TSPR Fund
	
	$0
	$166,000
	$389,000
	$275,000
	$830,000

	K-V Fund
	
	$0 
	$50,000 
	$115,000 
	$85,000 
	$250,000 

	Salvage Sale Fund
	
	$0
	$0
	$0
	$0
	$0

	Total Deposits
	
	$0 
	$300,000 
	$700,000 
	$500,000 
	$1,500,000 

	TSPR Fund Distribution
	

	Pipeline Preparation  (75% )
	
	$0 
	$124,500 
	$291,750 
	$206,250 
	$622,500 

	Backlog Recreation (25%)
	
	$0 
	$41,500 
	$97,250 
	$68,750 
	$207,500 

	Total TSPR Fund Distribution
	
	$830,000

	Net Ratio
	
	1.78


Notes:  Starting in FY 2009, the amount to be deposited into NFF should always be 28 percent of total stumpage.  Salvage Sale fund deposits should only reflect the incidental nature of the salvage component of the sale, that is less than 10 percent of total volume and stumpage.  The net ratio is derived by dividing the TSPR fund distribution – Pipeline Preparation by the total planned or actual TSPR fund costs on the sale (in the example above $622,500 / $350,000).  In order for the sale to meet congressional intent and qualify as a TSPR fund sale, the offer MUST occur in a fiscal year following the fiscal year that TSPR funds are first expended.

51.2 - Financial Guarantee Analysis 

1.  Complete a financial guarantee analysis for each timber sale using Timber Sale Pipeline Restoration funds (TSPR funds) whenever it may be necessary to evaluate the amounts of stumpage that may be deposited to various accounts while still maintaining a sufficient balance in the TSPR fund to guarantee a minimally acceptable return.  This minimally acceptable return is the amount deposited in the TSPR fund for future timber sale pipeline preparation work that is equal to all TSPR fund expenditures, plus all other necessary deposits.

2.  Should conditions change on a timber sale from the time it was proposed, such as a change in timber sale volume, stumpage, or Knutson-Vandenberg Fund (K-V) needs, conduct another financial guarantee analysis of the sale to determine if the Timber Sale Accounting System (TSA) deposit distributions should be changed. 

3.  When the financial guarantee analysis shows that insufficient stumpage is available to provide a minimally acceptable return to the TSPR fund, the field manager in charge of the timber sale must determine whether or not the timber sale still meets the purposes of the TSPR fund program.  Consult with the office that approved the use of TSPR funds in making this determination.

4.  Keep a copy of the economic guarantee analysis and any subsequent updates in each timber sale folder.  Place these analyses with any Timber Sale Accounting information or reports.

5.  Refer to exhibit 01 in this section for an example of the financial guarantee analysis in the recommended spreadsheet format.

51.2 - Exhibit 01

EXAMPLE OF TSPR FUND FINANCIAL GUARANTEE ANALYSIS

	REGION:
	7
	
	
	
	

	FOREST:
	Muskogee
	
	
	
	

	PROJECT NAME:
	High Road
	
	
	
	

	DATES:
	2/2/2007
	9/30/2009
	9/30/2009
	9/30/2010
	

	
	First Proposed
	Update
	Adjustment
	Update
	Update

	Volume (CCF)
	7,000
	3,000
	3,000
	6,989
	

	Expenditures (TSPR Funds Only)
	$350,000 
	$330,000 
	$330,000 
	$343,567 
	

	Cost / CCF
	$50.00 
	$110.00 
	$110.00 
	$49.16 
	

	Stumpage
	$1,500,000 
	$350,000 
	$350,000 
	$1,456,283 
	

	Value / CCF
	$214.29
	$116.67
	$116.67
	$208.37
	

	
	
	
	
	
	

	DEPOSITS
	
	
	
	
	

	National Forest Fund (28%)
	$420,000 
	$98,000 
	$98,000 
	$407,759 
	

	TSPR Fund
	$830,000
	$147,000
	$227,000
	$813,524
	

	Essential K-V
	N/A 
	$25,000 
	$25,000 
	$50,000 
	

	Other K-V
	N/A 
	$80,000 
	$0 
	$185,000 
	

	Total K-V
	$250,000 
	$105,000 
	$25,000 
	$235,000 
	 

	Salvage Sale Fund
	$0
	$0
	$0
	$0
	

	
	
	
	
	
	 

	TOTAL DEPOSITS
	$1,500,000 
	$350,000 
	$350,000 
	$1,456,283 
	

	
	
	
	
	
	

	TSA DEPOSITS
	
	
	
	
	

	National Forest Fund (28%)
	28%
	28%
	28%
	28%
	

	TSPR Fund (%)
	55%
	42%
	65%
	56%
	

	K-V Fund (%)
	17%
	30%
	7%
	16%
	

	Salvage Sale Fund (%)
	0%
	0%
	0%
	0%
	

	
	
	
	
	
	

	TOTAL DEPOSITS (%)
	100%
	100%
	100%
	100%
	

	
	
	
	
	
	

	AVAILABLE FOR PIPELINE FUND
	
	
	
	
	

	Timber Sale Pipeline (75%)
	$622,500 
	$110,250 
	$170,250 
	$610,143 
	

	Backlog Recreation (25%)
	$207,500 
	$36,750 
	$56,750 
	$203,381 
	

	
	
	
	
	
	

	ANALYSIS
	
	
	
	
	

	Net Ratio
	1.78
	0.33
	0.52
	1.78
	

	Net Available Surplus or (Deficit)
	$272,500 
	($219,750)
	($159,7550)
	$266,576
	


Explanation of Exhibit:  As of 9/30/2009, one 3,000 CCF sale has been sold, but another one will be sold in 2010.  Total desired K-V deposits of $105,000 on this sale should not be collected at this time because the total project’s net ratio is only 0.33, and the Net Available is deficit by $219,750.  Thus, on 9/30/2009, TSA deposits are adjusted to collect only essential K-V.  On 9/30/2010 another update is calculated, which shows that total K-V collections for both sales can now be made.   

52 - APPROPRIATE USES OF TIMBER SALE PIPELINE RESTORATION FUNDS

1.  It is appropriate to use the Timber Sale Pipeline Restoration fund (TSPR fund) for specific timber sales already proposed, based upon prior landscape analysis.

2.  The TSPR fund must be used only for the following work activities associated with Gates 2 and 3 of the regular part of the timber sale program (FSM 2432):

a.  National Environmental Policy Act (NEPA) work.

b.  Transportation planning, engineering survey, and design.

c.  Timber sale preparation (Gate 3).

d.  Land line location required for timber sale preparation.

e.  Appeals and litigation on Gate 2 or Gate 3 work.

f.  Procurement of new equipment, facilities, or vehicles and their replacement, and to cover maintenance, fixed ownership rate (FOR), and repair costs for vehicles, but only to the extent that these equipment, facilities, vehicles, or maintenance are used for TSPR fund projects.

g.  Indirect support activities only according to their proportionate share, which  must be considered as being no more than the regional percentage charged to total project costs for timber sale preparation work.

53 - INAPPROPRIATE USES OF TIMBER SALE PIPELINE RESTORATION FUNDS

1.  The Timber Sale Pipeline Restoration fund (TSPR fund) must not be used for reconnaissance and data gathering leading to a specific project being identified at Gate 1 of the timber sale process.  In addition, all timber sale work following Gate 3 must be charged to funds other than the TSPR fund.

2.  Specifically, the TSPR fund must not be used for any of the following work activities:

a.  Land and resources management planning.

b.  Timber management planning and inventory.

c.  Long-range forest or area planning.

d.  Sub-basin reviews.

e.  Ecosystem analysis at the watershed scale.

f.  Large-scale resource inventories, surveys, or assessments.

g.  Rights-of-way acquisition.

h.  Timber sale contract preparation, appraisal, prospectus preparation, or advertisement (Gate 4).

i.  Gate 5 or Gate 6 expenditures.

j.  Harvest administration or law enforcement.

k.  Road maintenance, road construction, or road reconstruction.

l.  Contract appeals and litigation on Gate 4 work and beyond.

m.  Monitoring the effects of timber sale activities.

n.  Any other activity not specified in this chapter as being appropriate for the TSPR fund program.

54 - MANAGEMENT OF TIMBER SALE PIPELINE RESTORATION FUNDS

1.  Once allocated to the regions, Timber Sale Pipeline Restoration funds (TSPR funds) must be retained in each region to fund future timber sale pipeline work.  These funds should be managed as a regional pool.

2.  Based upon regional priorities, unspent TSPR funds allocated to the regions and TSPR funds held by the regions are available annually for allocation to the forests by the regional foresters.

3.  Surplus TSPR funds should be identified annually by the regions.  They should be allocated to new projects within the region or held pending receipt of additional allocations, and then allocated to the forests.  TSPR funds not needed should be transferred to another region or returned to the Washington Office, where they may be reallocated.  TSPR funds transferred to another region must not be considered loans that require repayment.

4.  Regional foresters shall keep track of all projects funded with TSPR funds, and the amounts of funding transferred to another region or received from another region.  This information must be included in the annual report to the Washington Office (sec. 55).

5.  Because the TSPR fund is limited, the Washington Office may determine, based upon national priorities and the demonstrated success of the regions to utilize this funding effectively, one region must transfer unspent TSPR funds to another region rather than utilize them within the region.  The Washington Office shall make this determination early in the calendar year after it receives and analyzes the annual report information from the regions.

6.  The Washington Office calculates the revenues from first generation timber sales, less necessary deposits, and transfers the net revenues from the National Forest Fund (NFF) to the TSPR fund each fiscal year.  Sufficient revenues are left in the NFF to cover the 25 percent fund and the 10 percent roads and trails fund.  The other necessary deposits from stumpage include cash distributions for the Salvage Sale fund, the Knutsen-Vandenberg (K-V) fund, plus purchaser credit and purchaser election road construction, if applicable.

7.  When sufficient TSPR fund deposits from first generation timber sales are available for additional timber sale preparation work, the funds must be made available to the regions on a competitive basis.
8.  Of the TSPR fund deposits from second generation timber sales, 75 percent of the funds generated must be for immediate use on timber sale pipeline work.  The remaining 25 percent of these funds must be immediate use on backlog recreation projects.

55 - ANNUAL REPORTING REQUIREMENT

Each fiscal year, the regional forester shall:

1.  Submit to the Washington Office, Director of Forest Management and the Director of Recreation, Heritage, and Volunteer Resources, a report on Timber Sale Pipeline Restoration fund (TSPR fund) activities, which includes: 

a.  Expenditures made from the TSPR fund.

b.  The revenues received from second generation sales.

c.  The accomplishments in timber sale pipeline preparation and recreation backlog work undertaken during the year and planned for the next year.

d.  The identification of new projects undertaken using available TSPR funding.

e.  The identification of any unspent TSPR funding available for transfer to other regions.

2.  If necessary, make a request for TSPR funds that may be available from other regions or the Washington Office.

The regional forester’s report consists of the information contained in individual forest reports, submitted annually by the forest supervisors, and any desired regional narrative.  This report is due in the Washington Office in late December for the fiscal year just concluded.  The Washington Office shall use this information in the Agency’s annual report to Congress.  Exhibit 01 in this section shows an example of the annual report for timber sale pipeline accomplishments in the recommended tabular format.

55 - Exhibit 01

EXAMPLE OF TIMBER SALE PIPELINE RESTORATION FUND ACCOMPLISHMENT REPORT


A.  Timber Sale Work Accomplished During the Previous FY

	Region
	Expenditures
($)
	      Timber

Pipeline

Volume

(CCF)
	      Timber

Volume

Sold

(CCF)
	Timber

Volume

Harvested

(CCF)
	Total  

Pipeline Fund

Receipts

Collected 

($)

	   Region 7
	$185,000
	17,000
	15,950
	3,000
	$18,000

	
	
	
	
	
	



B.  Timber Sale Work Projected for the Current FY

	Region
	      New

Budget

Authority

($)
	      Timber

Volume

in the Pipeline

(CCF)
	Timber

Volume

Under

Contract

(CCF)
	Timber

Volume

Harvested

(CCF)

	  Region 7
	$100,000
	10,000
	0
	0

	
	
	
	
	


Notes:  Data above reflect accomplishments from all prior Pipeline Fund field allocations.


N/A = Not applicable, that is not participating in the program at this time.

CCF = hundred cubic feet.  Multiply CCF times 0.5 to approximate thousand board feet (MBF).

       Expenditures come from the FY ending FFIS Funds Control By Program report.

New budget authority comes from the field program direction.


Timber volumes and receipt estimates come from forest-level accomplishment reports.


Receipts collected come from the FY ending TSA report FUNDRG5B.

56 - ADDITIONAL PROCEDURES AND REQUIREMENTS

1.  Second generation timber sales should be advertised for sale within 1 year from the time when sale preparation (Gate 3) has been completed.

2.  Field units may expend Timber Sale Pipeline Restoration funds (TSPR funds) only to the extent allowed by the annual obligation authority shown in the Foundation Financial Information System suballocation (SALC) table.
3.  Use the Timber Information manager (TIM) electronic form funding source (STAT102) to identify that TSPR funds are being used for timber sale preparation.  This form is first made available in TIM at Gate 3, and modifications may be made until Gate 6 is locked.
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