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Purchaser Credit for Specified Roads was withdrawn for use on new sales in 1999.  Contract provisions were re-written with the intent to implement costing of construction of Specified Roads in a manner similar to those of older sales that had included Purchaser Credit.  Some confusion exists as to the process for tracking construction costs in the Timber Sale Statement of Account.  Following is a synopsis of the procedures:

A. All changes, increases and decreases, to the Specified Road Construction Cost will be tracked in the Timber Sale Account (TSA) in the month that the road segment is accepted (Design Change, Variation in Quantities, etc).

B. The purchaser will be compensated for increases in the Specified Road Construction Cost and charged for decreases in the Specified Road Construction Cost, by way of “lump sum” species rate change for the species group RCC in TSA.

C. Decreases in costs will be processed and purchaser’s TSA account will be debited in the Month in which the road segment is accepted.

D. Increases in costs are dependent of two things: 1) “Agreed to” increases will be compensated only if there is adequate above base value.  2) “Ordered change” increases will be compensated with above base value, or payment from CMRD funds if there is no current or anticipated above base value.

E. Increases in costs for “Ordered change”: 1) If above base value exists, the species rate change (lump sum, species group RRC) will be done following the establishment of quarterly base value of the quarter in which the road segment is accepted, and purchaser’s TSA account is then credited.  2) If there is existing and anticipated above base value, credit purchaser’s TSA account for the amount existing above base following the establishment of quarterly base value of the quarter in which the road segment is accepted.  The remaining outstanding amount will be carried over until the next quarter that value above base accumulates.  3) If sales are sold at base rates or there is no anticipated value above base, CMRD payment will be initiated in the month in which the road segment is accepted.  4) If sales close with insufficient above base value to cover the adjustments, CMRD payment will be initiated at sale closure.
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Enclosed are detailed procedures with examples for use in Region 6 to implement adjustments of Specified Road costs in the Timber Sale Account.  If there are questions, please contact 

Kris Sell at 503-808-2304, Mark Sigrist at 503-808-2933, or Michael Daugherty at 

503-808-2519.

/s/ Kimberly Evart Bown (for)

LINDA GOODMAN

Acting Regional Forester

Enclosure

cc: (w/attachment):



Doug Coon, Fremont NF
Jim Schaller, Colville NF
Phil Musgrove, Umatilla NF

Paula Fong, Mt Hood NF
Vicky Kemp, Ochoco NF
Fred Dorn, Gifford Pinchot NF

Tom Link, Siskiyou NF 

Bob Turner, Siuslaw NF
Chris Anderson, Olympic NF
Brad Flatten, Okanogan NF
Kent Clarida, Wenatchee NF
Brenda Woodard, Umpqua NF

Jack Sheehan, Winema NF
Jerry Hensley, Malheur NF
Tom Hayward, Willamette NF

Dennis Dietrich, Deschutes NF
Michael Daugherty, RO

Mark Sigrist, RO

Kris Sell, RO


Carla Monismith, Wallowa-Whitman NF
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Jim Abernathy, RO
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Implementing Adjustments of Specified Road Costs in the Pacific Northwest Region
The first step in adjustment of specified road costs is to calculate costs with the best, most accurate information possible during the design phase of the road project.  The more accurate the costing of the road project prior to advertisement of the timber sale, the less likely of a need for adjustment.

Prior to field operations commencing, Timber Sale Contracting, Engineering and related disciplines should have an understanding as to the financial health and expectations of the timber sale.  Changes should only be made that are compatible with the overall aspects of project implementation. 

Following are definitions:


Adjustment of Specified Road Costs:  An increase or decrease of the Specified Road Cost.  This cost is a post award determination as a result of a change pursuant to C/CT5.251, C/CT5.252, and C/CT5.253.  This costing determination is a step in the process of compensating the Purchaser for increases or the Forest Service for decreases. 


Credit in Timber Sale Account:  The result of an increase in the Specified Road Cost reflected in the Timber Sale Account (TSA).  A credit compensates the Purchaser.


Debit in Timber Sale Account:  The result of a decrease in the Specified Road Cost reflected in the Timber Sale Account.  A debit compensates the Forest Service.


Above Base Value:  Value of stumpage on the timber sale that is above base value.  This value may be applied to specified road cost adjustments, to KV and SSF funds, and to NFF.  Contracting personnel must be aware of the competing needs for value above base.


Payment:  Cash paid to Purchaser to compensate for increases in the road construction cost, specifically for Ordered Design Changes when there is no above base value sufficient for credit in the timber sale account for the specified road cost. 


Shown in TSA:  Information input and displayed in the Timber Sale Account.  Information displayed in the Specified Road Construction Limits field of the TSA has no meaning for compensation. This field is used to track changes that have been made through the life of the timber sale.  (This information is also used for purposes other than tracking the financial aspects of the timber sale contract.)  Note that debits and credits “charged off” by input into the other areas of TSA do have meaning of compensation.

Adjustments of the specified road costs must be shown in TSA in the month in which the road segment is accepted (0603 M transaction).  Road segments must be accepted in a reasonable, timely manner.

Credits in TSA can be made only after appropriate determination of Current Contract Rates.  Credits made due to adjustments of specified road costs must be made on the sale in TSA and will be done following the establishment of quarterly base value of the quarter in which the road segment is accepted (5001 R transaction, species code RCC) (after business closes for the 3rd month of the quarter and Current Contract Rates are determined).  Debits will be made in the month in which the road segment is accepted.  These adjustments of specified road costs procedures will apply to both escalated sales and sales without escalated rates (flat rate sales).   

Following are 9 scenarios related to the Design Change provision:

1. The timber sale has no value above base on account and there is no anticipated value above base expected during the life of the contract.  An ordered design change results in an adjustment of a $25,000 increase in the specified road costs.  The road segment is accepted in July (1st month of the quarter) and the adjustment is shown in TSA, the Forest Service obligates CMRD funds and initiates payment to Purchaser from CMRD.

2. The timber sale has a lot of value above base on account.  An ordered design change results in an adjustment of a $25,000 increase in the specified road costs.  The road segment is accepted in August (2nd month of the quarter) and the adjustment is shown in TSA.  After September’s business closes (3rd month of the quarter) and Current Contract Rates are determined, credit Purchaser the $25,000.

3. The timber sale has no value above base on account now, however, there is anticipated value above base expected during the life of the contract that is adequate to cover the change.  An ordered design change results in an adjustment of a $25,000 increase in the specified road costs.  The road segment is accepted in August (2nd month of the quarter) and the adjustment is shown in TSA.  Purchaser hauls no volume until 17 months later in January, and then hauls enough volume by the end of February to show adequate value above base.  After March’s business closes (3rd month of the quarter) and Current Contract Rates are determined, the Forest Service credits $25,000 to Purchaser.

4. The timber sale has some value above base on account now, there is some additional anticipated above base value, however, there is not enough value above base expected during the life of the contract that is adequate to cover the total change value.  An ordered design change results in an adjustment of a $50,000 increase in the specified road costs.  The road segment is accepted in August (2nd month of the quarter) and the adjustment is shown in TSA.  TSA contains $5,000 value above base, $20,000 is anticipated through the life of the contract, and there is no anticipated value to cover the last $25,000.  Obligate $25,000 to CMRD in August and initiate payment to Purchaser from CMRD.  After September’s business closes (3rd month of the quarter) and Current Contract Rates are determined, credit Purchaser the existing $5,000.  Carry the remaining $20,000 obligation.  Purchaser hauls volume gaining $7,500 value above base in October, November and December.  Credit Purchaser $7,500 after December’s business closes (3rd month of the quarter).  Carry the remaining $12,500 obligation.  Haul continues in January and enough volume by the end of February to show adequate value above base to cover the last $12,500.  After March’s business closes (3rd month of the quarter) the Forest Service credits $12,500 to Purchaser, zeroing out the $50,000 adjustment in TSA.

5. A change is made that results in an adjustment of a $15,000 decrease in the specified road cost.  The road segment is accepted in October and the adjustment is shown in TSA.  The Forest Service debits TSA in October, the month the segment is accepted.  

6. The timber sale is modified and has a large amount of volume deleted.  The timber sale has no value above base on account and there is no anticipated value above base expected during the life of the contract.  An ordered design change results in an adjustment of a $25,000 increase in the specified road costs.  Follow scenario #1 from above, as it fits the situation.

7. The timber sale is modified and has a large amount of volume deleted.  The timber sale has a lot of value above base on account or anticipated.  An ordered design change results in an adjustment of a $25,000 increase in the specified road costs.  Follow scenario #2 or scenario #3 from above that fits the situation. 

8. The timber sale is modified and has a large amount of volume deleted.  The timber sale has some value above base on account now, there is some additional anticipated above base value, however, there is not enough value above base expected during the life of the contract that is adequate to cover the total change value.  An ordered design change results in an adjustment of a $50,000 increase in the specified road costs.  Follow scenario #4 from above, as it fits the situation.

9. The timber sale has some value above base on account now, and there is additional anticipated above base value expected during the life of the contract that is adequate to cover the total change value.  An ordered design change results in an adjustment of a $40,000 increase in the specified road costs.  The road segment is accepted in August (2nd month of the quarter) and the adjustment is shown in TSA.  TSA contains $15,000 value above base, and $25,000 is anticipated through the life of the contract.  After September’s business closes (3rd month of the quarter) and Current Contract Rates are determined, credit Purchaser the existing $15,000.  Carry the $25,000 obligation.  Purchaser hauls volume gaining $5,000 value above base in October, November and December.  Credit Purchaser $5,000 after December’s business closes (3rd month of the quarter).  Carry $20,000 obligation.  Purchaser’ operations are halted in December by lawsuit.  Forest Service is ordered to delete 4 units.  Timber Sale Contract modification (executed in February), with related appraisal and determination of rates, reduces anticipated value above base for the remainder of the contract to zero.  Forest Service obligates $20,000 of CMRD funds, and initiates payment to Purchaser in February.  

Note that once CMRD funds are expended, they cannot be recouped by value above base.  Any subsequent debit that compensates the Forest Service must be deposited to the timber sale and not CMRD.  Recouping this value to CMRD would be augmentation of CMRD funds and is illegal.

Final adjustments to the Timber Sale Account, if determined necessary due to audit of the TSA, will be made at sale closure.

All “Changes” must be entered into TSA in the timeline sequence in which they are agreed to and accepted (executed).  

Contractual language in the Variation in Quantities and Physical Change provisions accurately describe the triggers when changes must be made under these provisions.  When there is no value above base, costs of these changes are absorbed by Purchaser. 

Adjustments of specified road costs not fully credited through the contract period must be paid at time of timber sale closure, however, the Forest Service is obligated to ‘play fair’ and make reasonable estimates of anticipated value above base on acceptance of road segments and make payments accordingly.  Contracting and Engineering must be prepared to make decisions on changes when there is no value above base and no CMRD funds available and how that will impact implementation of the project.  Line Officer input is imperative.  

The Refund of Excess Cash provision allows the Purchaser the opportunity to request refund of cash or transfer of cash to another sale when the TSA credit balance exceeds certain contractual requirements.  Credits from adjustments of specified road costs display as cash in TSA.

Debits made to TSA as a result of decrease in Specified Road Cost may require a bill for collection to the purchaser.  The funds (the recouped value of the decrease in Specified Road Cost) generated by debits will be treated as stumpage in TSA for distribution purposes.

A good reference for the financial aspects of road costing in TSA is a document entitled “Implementation Document for Specified Roads” dated September 1, 1999 and revised August 25, 2000, which follows:
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