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OVERSIGHT OF THE MANAGEMENT
PRACTICES AT THE U.S. FOREST SERVICE

TUESDAY, JULY 7, 1998

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON GOVERNMENT MANAGEMENT,
INFORMATION, AND TECHNOLOGY,
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT,
Bellflower, CA.

The subcommittee met, pursuant to notice, at 10:10 a.m., in the
city council chambers, Bellflower City Hall, 16600 Civic Center
Boulevard, Bellflower, CA, Hon. Stephen Horn (chairman of the
subcommittee) presiding.

Present: Representatives Horn and Davis.

Staff present: J. Russell George, staff director and chief counsel;
Mark Brasher, senior policy advisor; and Matthew Ebert, clerk.

Mr. HORN. A quorum being present, the hearing of the Sub-
committee on Government Management, Information, and Tech-
nology will come to order. Today, we will examine the management
practices of the U.S. Forest Service.

The Forest Service was established in 1905 by President Theo-
dore Roosevelt. The President, in accordance with the Progressive
movement, sought to run the agency on scientific principles, such
as relying on experts in the field of wildlife management and tim-
ber harvesting. The Forest Service today has a wide range of re-
sponsibilities and is responsible for many valuable goods and serv-
ices, including recreation, timber, watersied, wildlife, and fish.

Sometimes these responsibilities conflict with each other in ways
that are frustrating for citizens. The citizen who wishes to swim in
a river in a national forest may find the river tainted by minerals
if extensive logging has occurred. The citizen who wishes to make
a house from timber harvested in a national forest may pay more
if the timber is unavailable. A citizen who wishes to hunt may have
difficulty doing so if a timber cut has destroyed an animal’s habi-
tat. These priorities are occasionally in conflict, and who must arbi-
trate these conflicts? The Forest Service must play the part of Sol-
omon—dividing the forest among these competing uses.

Nobody doubts that the Forest Service faces daunting challenges.
The Service is asked to reconcile competing interest groups in doz-
ens of remote locations every day. Part of the problem is that the
agency controls extraordinarily valuable resources. The value of the
common goods—such as watersheds and wildlife habitats—are in-
calculable. The value of other benefits add up to billions of dollars.
These benefits include fishing, hunting, hiking, canoeing, and other
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forms of recreation, as well as timber, mining, and other forms of
resource extraction.

In many ways, it is difficult to place exact values on the produc-
tion of the Forest Service. Part of the value created is very difficult
to ascertain. The part that should be calculable—benefits enjoyed
by a particular person—resource extraction and recreation, are also
difficult to determine.

Part of the key to this problem is accurate, timely financial infor-
mation. Citizens and Government officials can make informed pol-
icy judgments only if we have correct information. For the fiscal
year ending September 31, 1997, the Forest Service was required
to produce an audited financial statement. The March 1, 1998
deadline for this report has come and gone and we are still await-
ing the report. Nearly ever other agency has managed to accom-
g}ish this financial audit. The Forest Service is a laggard, well be-

ind other Federal agencies.

Part of the problem is outdated financial systems. In past years,
the Forest Service did not have a financial system capable of gener-
ating information needed by management even to determine how
well the agency was doing. Since it 1s impossible to get accurate in-
formation in Washington about Forest Service activities, many op-
eli)altions are run as local fiefdoms. This has led to a lack of account-
ability. _

The Forest Service is attempting to rectify these problems. How-
ever, since the Forest Service impacts the lives of millions of Amer-
icans, changes in the agency will receive great attention.

Take the recreation fee demonstration project. For several dec-
ades, the Federal Government has been relying on fees to an ever-
greater extent. Land agencies, such as the National Park Service
and the National Forest Service among others, have extensive
needs that cannot continue to be met adequately through annual
appropriations. Each year national treasures are neglected; there-
fore, we must examine the merits and demerits of using fees. Ques-
tions of access to the forest must be balanced against funding
shortfalls. This pilot program has been very controversial and has
generated much debate. That debate is healthy, and we all should
welcome a discussion of the role of the Forest Service in providing
a variety of goods and services.

Our witnesses today represent diverse groups from the Forest
Service, the General Accounting Office, and various private and in-
terest groups. We look forward to their testimony. I might say this
is the second hearing we have held on the Forest Service. The first
was in the White Mountains in New Hampshire. This is the sec-
ond, and the third will be in eastern Washington this coming Fri-
dﬁty. We have a very good panel of witnesses today and we welcome
them.

Let me explain a little bit of how we -operate. We are an inves-
tigative committee, the Subcommittee on Government Manage-
ment, Information, and Technology, of the House’s full Committee
on Government Reform and Oversight, and as such, all witnesses
before either the subcommittee or the full committee are under
oath when they testify. We have all read the statements. The state-
ment automatically goes in the record for each witness. So do not
ask to have it put in the record, for it is automatically in the
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record. What we would like the witnesses to do, so we can have
more time for a dialog and not just reading paper at each other,
is to summarize their statement. With the principal Government
witnesses from the General Accounting Office and the Forest Serv-
ice, we will give about 15 minutes apiece for their summary, and
with the other witnesses on panel two, we will probably give about
10 minutes for the summary. Panel two is a variety of people that
have great concerns about the forests.

The title of this hearing is “Oversight of the Management Prac-
tices at the U.S. Forest Service.” May I say they were not alone,
the laggards on the balance sheet. You should know that for the
first time in the history of the country, the Congress has extracted
a balance sheet from most Federal agencies and there has never
been a balance sheet ever devised in the Federal Government since
the first Congress met in New York in 1789.

Starting in 1994 in a bipartisan effort of Democrats and Repub-
licans in the then Democratic 103d Congress, we said you have 5
years, to the executive branch to get in order so that we can get
a balance sheet off of the entire branch to know where the money
is, where it is going, how is it funded and so forth, just as a cor-
poration, any non-profit, or any university would have to have. We
thought at that time there would be only two agencies that would
not make it. One would be the Internal Revenue Service, because
they showed us the balance sheet in 1993, and we thought they
were hopeless, and believe it or not, they made it. They have got
a decent balance sheet.

The other was the Pentagon, the Department of Defense. We did
not think they could ever balance a sheet, and we were right, they
still have not. We have been holding several different investiga-
tions on that. One of them, I titled a hearing, “What Have You
Done With the 25 Billion We Cannot Find?” Well, they came in
after 2 years of searching and they now have got it down to 10 bil-
lion, sfg we will give them another year and see if they can find the
rest of it.

What we have here is the need to go to the grassroots to talk to
real people that have tough decisions to make every day in the
management of one of our great national institutions, which is the
Forest Service, as well as the great recreation/conservation efforts
that are made in this country by various agencies. So we will be
talking a little bit about fiscal aspects and then we will get into
some general policy aspects.

I am delighted to have with me as a valued member of this com-
mittee, Mr. Tom Davis, a Member of Congress, U.S. Representative
from the northern Virginia area. Mr. Davis came to Congress many
years ago as a page and then rose to be a very prominent attorney
In his area, and was also head of the Fairfax County Board. In es-
sence, he ran much of that county, since in the east, there is a dif-
ferent type of county government generally than you have in the
west. He is also a subcommittee chair of the full committee,
chairing the District of Columbia Subcommittee and has done a

eat job in helping to turn the Washington administration around.
gf), I am glad to have him on this little adventure, and welcome.
Any opening remarks the gentleman has are welcome.

[The prepared statement of Hon. Stephen Horn follows:]
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“Oversight Hearing on Management Practices of the U.S. Forest Service.”
July 7, 1998

OPENING STATEMENT
REPRESENTATIVE STEPHEN HORN (R-CA)

Chairman, Subcommittee on Government Management,
Information, and Technology

A quorum being present, this hearing of the Subcommittee on Government Management,
Information and Technology will come to order. Today, we will examine the management
practices of the U.S. Forest Service.

The Forest Service was established in 1905 by Congress and President Theodore
Roosevelt. The President, in accordance with the Progressive movement, sought to run the
agency on scientific principles. The Forest Service today has a wide range of responsibilities and
is responsible for many valuable goods and services, including recreation, timber, watershed,
wildlife and fish.

S these responsibilities conflict with each other, in ways that are frustrating for
citizens. A citizen who wishes to swim in a river in a National Forest may find the river tainted
by minerals if extensive logging has occurred. A citizen who wishes to make a house from
timber harvested in a National Forest may pay more if the timber is unavailable. A citizen who
wishes to hunt may have difficulty doing so if a timber cut has destroyed an animal's habitats.
These priorities are occasionally in conflict. And who must arbitrate these conflicts? The Forest
Service must play the part of Solomon -- dividing the forests among these competing uses.

Nobody doubts that the Forest Service faces daunting challenges. The Service is asked to
reconcile competing interest groups in dozens of remote locations every day. Part of the problem
is that the agency controls ex dinarily valuabl The value of the common goods --
such as watersheds and wildlife habitats -- are incalculable. The value of other benefits add up to
billions of dollars. These benefits include fishing, hunting, hiking, canoeing and other forms of
recreation; timber, mining, and other forms of resource extraction.




In many ways, it is difficult to place exact values on the “production” of the Forest
Service. Part of the value created is incalculable. The part that ought to be calculable -- benefits
enjoyed by a particular person -- resource extraction and recreation -- are also difficult to
determine.

Part of the key to this problem is accurate, timely financial information. Citizens and
government officials can make informed policy judgments only if we have correct information.
For the fiscal year ending September 31, 1997, the Forest Service was required to produce an
audited financial statement. The March 1, 1998 deadline for this report has come and gone. We
are still awaiting the report. Nearly every other agency has managed to accomplish this financial
audit. The Forest Service is a laggard, well behind other Federal agencies.

Part of the problem is outdated financial systems. In past years, the Forest Service did
not have a financial system capable of generating information needed by management even to
determine how well the agency was doing. Since it is impossible to get accurate information in
Washington about Forest Service activities, many operations are run as local fiefdoms. This has
led to a lack of accountability.

The Forest Service is attempting to rectify these problems. However, since the Forest
Service impacts the lives of millions of Americans, changes in the agency will receive great
attention.

Take the recreation fee demonstration project. For several decades, the Federal
Government has been relying on fees to an ever-greater extent. Lands agencies, especially the
National Park Service and Forest Service, have extensive needs that cannot continue to be met
adequately through annual appropriations. Each year, national treasures are neglected.
Therefore, we must examine the merits and demerits of using fees. Questions of access to the
forest must be balanced against funding shortfalls. This pilot program has been very
controversial and has generated much debate. This debate is healthy, and we all ought to
welcome a discussion of the role of the Forest Service in providing a variety of goods and
services.

Our witnesses represent diverse groups from the Forest Service, the General Accounting
Office, and private groups. We look forward to their testimony.
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Mr. Davis. Mr. Chairman, I will be very brief. First of all, thank
you for holding these hearings. We both have talked, of course, to
some of the authorizin% committee members, Chairman Chenoweth
on the authorizing subcommittee and the like in coordinating to
make sure that the testimony here is shared with them and with
the full committee Chairman Smith and others.

Most of my district is inside the beltway. In the Washington area
where our flower—the flower of northern Virginia is the asphalt
cloverleaf. It is kind of a different culture altogether than we find
out in the west where we have a lot of national forests. I applaud
the chairman for holding these hearings and talking a little bit
about the Recreation Fee Demonstration Program and hearing tes-
timony on that, and, of course, the Knutson-Vandenberg Act, which
has evoked some controversy over the way those funds have been
utilized. Nothing brings more conflict to the House floor than For-
est Service issues when they come to the House floor, whether it's
during the appropriations debate or other environmental debates.

We have a diverse group to hear from today and I look forward
to hearing the testimony. I may not be able to stay for every part
of it because I have a plane to catch a little bit later, but I assure
you, I will read this testimony and share it with other members of
this subcommittee and the authorizing committee as well. I appre-
ciate everyone being here today.

Mr. Chairman, once again, tﬁanks for holding these hearings.

[The prepared statement of Hon. Tom Davis follows:]
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OPENING STATEMENT OF REPRESENTATIVE TOM DAVIS
Oversight of the Management of the Office of Workers’ Compensation Programs
Long Beach, California
July 6, 1998

Mr. Chairman, | am very pleased that the Committee is holding this hearing today to
address concerns that have arisen regarding the operation of the Office of Workers’
Compensation Programs (OWCP). I also want to thank our witnesses for being here today.

The role of the Workers’ Compensation Office is very important to our workers; [ know
that responsiveness and efficiency in the daily performance of OWCP is extremely critical to my
own constituents. However, I and many of my constituents have been frustrated by the persistent
lack of assistance and follow-up on the part of OWCP when we have submitted claims for their

attention.

Consistent failures to return phone calls, frequent changes in caseworkers handling
particular cases, and the occasional inability to locate needed case files are all instances
indicative of fundamental problems in the Workers’ Compensation Office. Furthermore, my
own Congressional inquiries receive similar unresponsive treatment from this office. Recently,
my District Director came away from a meeting with Mr. Michael Johnson, the OWCP District
25 Director, feeling even more fr d. From that ing, we discovered that the job
turnover for 2 caseworker in the OWCP is six months, and that a caseworker’s decision is seldom
questioned. I would like to give just a couple of of some probl faced by my
constituents and by me, in pursuing their cases:

[ On December 19, 1997, Mr. Gregory Scott called my office for help with his
workers’ compensation case that was first opened in March, 1996. The basis of
his claim was a recurrent injury to his lefi foot. He sought my assistance when he
continually received no response to his phone messages or any timely follow-up
in processing his case. The problems he encountered with OWCP include
unexpected interruptions in compensation payments, long delays in
reimbursement of out-of-pocket medical expenses, failure to correct errots in
dates and compensation, and failure to respond to letters. After prolonged delay
in action on Mr. Scott’s case, his request for an Oral Hearing was remanded back
to the OWCP for further review just last week.

FRINTED ON FECYCLED PAFER
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[ On December 30, 1997, I sent an inquiry to OWCP on behalf of Ms. Mariann
Smith. She suffered a knee injury from a fall at the Department of Defense and
has been seeking reimbursement for treatment on a claim which was already
accepted. On June 30th, I received a copy of a response addressed to Ms. Smith
that was dated April 20, 1998. The address for Ms. Smith was an old
address—Ms. Smith never received that letter.

While I understand that the OWCP is dealing with difficult cases and investigations on a
daily basis, progressive action must be taken to ensure that our constituents receive the
understanding and continuity they deserve when they seek their services. We must also be
concerned about the cost to taxpayers of an office whose purpose is to investigate and resolve
each of these cases in an efficient and timely manner. Since the notice of this hearing was
announced, [ have received a call from the OWCP asking if “we were caught up” on some
outstanding cases. However, 1 hope that we can explore ways to address these basic weaknesses
together and ensure the permanent improvement in the way the Workers’ Compensation Office
serves American citizens.

That concludes my opening statement, Mr. Chairman. I look forward to hearing the
testimony of our witnesses today.
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Mr. HORN. Well, we thank you for coming.

The first panel will come forward. We have Ms. Linda Calbom,
Director, Civil Audits, U.S. General Accounting Office; Mr. Jim
Meissner, Assistant Director of Resources, Community and Eco-
nomic Development, U.S. General Accounting Office; Mr. Ronald
Stewart, Deputy Chief for Programs and Legislation, U.S. Forest
Service; Mr. Michael Rogers, Forest Supervisor, Angeles National
Forest, U.S. Forest Service. If you, ladies and gentlemen, will stand
and raise your right hands.

[Witnesses sworn.]

Mr. HORN. The clerk will note that all four witnesses have af-
firmed, and we will start with Ms. Calbom, the Director of Civil
Audits. 1 might add, the U.S. General Accounting Office is part of
the legislative branch, it is a non-partisan agency. It has done out-
standing work since it was created in 1921 as part of the Budget
Act of that year which created the Bureau of the Budget for the
President, and we call on them regularly to go into situations and
look at not only the fiscal aspects but the programmatic aspects of
an agency. Are they acting in accord with the laws past by the
Congress or the Executive orders issued by the President? That is
ﬁha% :l?) are here to hear from them today, and we will start with

8. om.

STATEMENTS OF LINDA CALBOM, DIRECTOR, CIVIL AUDITS,
U.S. GENERAL ACCOUNTING OFFICE; JIM MEISSNER, ASSIST-
ANT DIRECTOR OF RESOURCES, COMMUNITY AND ECO-
NOMIC DEVELOPMENT, U.S. GENERAL ACCOUNTING OFFICE;
RONALD STEWART, DEPUTY CHIEF FOR PROGRAMS AND
LEGISLATION, U.S. FOREST SERVICE; AND MICHAEL ROG-
ERS, FOREST SUPERVISOR, ANGELES NATIONAL FOREST,
U.S. FOREST SERVICE

Ms. CALBOM. Thank you. I will be very brief. I have prepared a
summary of my statement, so I will not need to take the——

Mr. HORN. You have 15 minutes, so——

Ms. CaLBoM. I think that will be plenty of time.

Anyway, Mr. Chairman and Mr. Davis, I am pleased to be here
to discuss our work on Forest Service financial management issues.
As you know, the problems at the Forest Service are very deep
seated with regard to its financial accounting and reporting sys-
tems.

In July 1996, the USDA Inspector General issued an adverse
audit opinion, thereby concluding that Forest Service’s 1995 finan-
cial statements were in effect totally unreliable. The IG’s findings
represented a continuing pattern of unfavorable conclusions about
the Forest Service’s financial statements. For 1996, the Forest
Service did not prepare financial statements but chose instead to
work on resolving some of the problems that had been identified in
1995.

As you have mentioned, Mr. Chairman, they are in the process
of preparing financial statements for 1997. We understand the IG
is in the process of finalizing his report on those statements. I
i.hink they should be out shortly, but you are correct, they are quite
ate.
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Today, I will focus primarily on the analysis that we did of the
1995 statements, those being the last available. This audit dis-
closed a number of very serious financial management weaknesses,
and most of these do continue to persist. I will also just touch brief-
ly on Forest Service plans to address some of these weaknesses.

The 1995 audit disclosed the fact that there were significant re-
porting errors in the financial statements and supporting records.
There was a lack of adequate policies and procedures to safeguard
assets against unauthorized acquisition, use and disposition. And
also, there was an inability to track accurately revenues and costs.
Just to give you a few examples of the types of problems that they
were having, there was $45 million in accounts receivable amounts
owed to Forest Service from other agencies that was double count-
ed. This, in effect, can overstate your budgetary resources avail-
able. So this was a significant problem that was found.

There were amounts due to others for contracted services that
had to be estimated because Forest Service did not have a system
where they could track the percentage of work completed. So they
did not know how much was owed to these contractors at any point
in time. And there was a $38 million adjustment to accounts pay-
able, based on an analysis Forest Service did, that had to be made
at year end.

Also, there was not a reliable system for tracking the 378,000
miles of roads that the Forest Service owns. I might just note, that
is more than the mileage of our entire national highway system.
They did some initial inventory counts on these roads. They are
still working on them. In one region alone, there was $1.3 billion
worth of these roads that were identified that had not been pre-
viously recorded.

And finally, Forest Service did not have adequate systems to ade-
quately track revenues and total program and operating costs
agency-wide. For example, they could not come up with the cost of
fighting some major fires. This is again back in the 1995 report.

These are just a few of the problems the IG found in their 1995
audit. And these types of problems can lead to mismanagement
and misuse of assets. They can lead to unnecessary budget re-
quests and certainly inaccurate performance measures which, of
course, is a big focus, you know, of late. And certainly, they are in-
dicative of a general lack of accountability.

The Forest Service in conjunction with the USDA chief financial
officer and the IG has been working very diligently to try to resolve
these problems. The goal was to correct the major deficiencies by
the end of fiscal year 1999; however, because the problems are so
deep seated progress has been very slow and it is not clear whether
they will be able to meet that goal of correcting the problems by
fiscal 1999. We understand that the IG’s recently concluded audit
will again result in an unfavorable report, and that the same major
gnaqcial management deficiencies continue to persist at the Forest

ervice.

That concludes my statement and I will be glad to answer any
questions at the appointed time.

Mr. HorN. Thank you very much. What we are going to do is
have your colleague also start and then we will yield to the Forest
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Service and then when all of that formality is done, we will get to
questions for everybody and have a dialog.

So we have now Mr. James K. Meissner, the Associate Director
for Energy Resources and Science Issues, Resources, Community,
ia_nd Economic Development Division, U.S. General Accounting Of-
ice.

[The prepared statement of Ms. Calbom follows:]



12

Mr. Chairman and Members of the Subcommittee:

I am pleased to be here today to discuss the results of our work examining weaknesses in
the Forest Service's financial accounting and reporting systems reported by the United
States Department of Agriculture's (USDA) Office of Inspector General (IG). The Forest
Service has been plagued by continuing financial management problems as evidenced by
the IG's adverse opinion on the Forest Service's fiscal year 1995 financial statements.
Due to the severity of these problems, the Forest Service did not prepare financial
statements for fiscal year 1996, but chose instead to focus its efforts on problem
resolution. Financial statements were prepared for fiscal year 1997, and the audit of
those statements is near completion; as of July 1, 1998, the USDA IG was finalizing its
report. Today, I will focus primarily on the fiscal year 1995 audit results which disclosed
a number of serious weaknesses, most of which still exist today. I will also briefly
discuss the Forest Service's plans to address these weaknesses. While some progress has
been made, many hurdles still exist before the Forest Service will be able to achieve

financial accountability.

HISTORY OF FINANCIAL SHORTCOMINGS

In July 1996, the USDA IG issued an adverse audit opinion, thereby concluding that the
Forest Service's financial statements for fiscal year 1995 were unreliable overall. The IG's

findings represented a continuing pattern of unfavorable conclusions about the Forest

Page 1
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Service's financial statements. For fiscal year 1992 the IG also issued an adverse opinion
due to the overall unreliability of the statements. For fiscal years 1993 and 1994, the IG
issued qualified audit opinions and reported that the Forest Service's financial statements
were unreliable due to pervasive errors in the field level data supporting the land,
buildings, equipment, accounts receivable, and accounts payable accounts. Thus, many of
the shortcomings in the Forest Service's accounting and financial data and information
systems that continue to plague the agency today are largely attributable to long-standing

problems.

Among the more serious shortcomings cited by the IG in its report on the fiscal year 1995

financial statements were that the Forest Service

- had significant reporting errors in its financial statements and the records that

support those statements;

- could not demonstrate that its policies and procedures adequately safeguarded

assets against unauthorized acquisition, use, or disposition; and

- lacked financial systems that could accurately track revenues and costs.

These shortcomings are discussed in greater detail below.

Page 2
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Errors in Financial Statements

The IG's report on the fiscal year 1995 financial statements and the notes to the financial

statements identified numerous financial reporting errors. For example:

Page 3

Estimated amounts of $45 million due to the Forest Service from other federal
agencies (accounts receivable) for reimbursable services provided were double
counted on the Forest Service's financial records. This type of error called into
question the validity of receivables and reimbursement activity reported by the
Forest Service and potentially impaired meaningful analysis of such activity.
Additionally, since these data were drawn from the same database used to produce
budgetary information, misstatement of reimbursable services could have resulted

in misstatement of budgetary resources available to carry out program activities.

The Forest Service did not have a system that allowed it to accurately track
amounts it owed to others (accounts payable) for contracted services. While the
system could determine the amount the Forest Service obligated, it could not
readily determine the percentage of work completed or the amount owed to the
contractor. As a result, Forest Service managers had to resort to estimation of
these amounts based on statistical sampling and testing of year-end obligations
incurred. Based on this testing, the Forest Service concluded that accounts

payable were understated by approximately $38 million, and it adjusted its records
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accordingly. While the Forest Service's weaknesses in accounting for payables
were not indicative of whether or not the Forest Service overobligated funds, they
precluded the Forest Service from readily knowing costs it had incurred and

amounts it owed on projects at any given point.

These errors in basic financial records demonstrated that the Forest Service was not
always able to determine the amount of funds spent, reimbursements it should have
received, or the validity of recorded assets and liabilities. Certain of these financial
reporting errors also indicated potential errors in budgetary data, particularly with regard
to improperly reported reimbursements, which directly impact the amount of budgetary
resources available. These errors also hampered Forest Service managers' ability to
accurately report program performance measures as well as monitor income and spending

levels for various programs and activities.

Lack of Policies and Procedures to Safeguard Assets

The IG report disclosed that the $7.8 billion in property, plant, and equipment reported by
the Forest Service was erroneous because records for these assets were not consistently
prepared, regularly updated, or supported by adequate documentation. Therefore, the
correct quantities and costs of these assets were not determinable. Without systems in

place to accurately track these assets, the Congress had no assurance that Forest Service

Page 4
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requests for additional funds to construct new roads and buildings and acquire new

equipment were warranted.

For example, the Forest Service lacked a reliable system for tracking its reported 378,000
miles of roads,’ which we determined exceeds the mileage of the national highway
system. The Forest Service started performing inventory counts in fiscal year 1995 in an
effort to capture the amount invested in roads it owns. These initial counts identified
$1.3 billion of roads in one region alone that had not been previously recorded. At that
time, Forest Service officials estimated that this process would take several years to

complete nationwide.

The IG also reported inadequate safeguarding policies and procedures for equipment.
Equipment is susceptible to theft or misplacement because generally it can readily be
moved from one location to another. The lack of adequate procedures to account for
equipment substantially increased the risk that items could be stolen without detection or
be misplaced and consequently not available when needed. Also, the Forest Service's
inability to identify certain equipment it owned and its location could have hampered
activities of the Forest Service that utilized that equipment. This situation could also have
resulted in the Forest Service requesting additional appropriations to replace stolen or

misplaced equipment.

"The miles of roads are reported in the Forest Service's 1995 Report of the Forest Service.
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Lack of Systems to Track Revenues and Costs

The IG also concluded that the Forest Service did not have adequate systems to track
revenues and total program and operating costs agencywide. For example, the 1G
reported that the Forest Service could not calculate the costs of large fires without
manually adjusting the accounting systems. Additionally, our prior work disclosed the
Forest Service's inability to capture the revenues and related costs of various programs
and activities.” This capability is especially important because the Forest Service should
have accurate historical revenue and cost data that can be used as the basis for
determining the amount of money to request from the Congress to fund future projects
and operations. The ability to track costs and revenue is also important for the Forest
Service given its (1) relatively unique role in collecting revenues from timber sales and
fees from activities, such as grazing and national forest use, and (2) authority and

flexibility in using a portion of those revenues to carry out certain missions.

Forest Service officials determined that planned corrective actions could not be
completed in time to improve the Forest Service's fiscal year 1996 financial data. As a

result, the agency did not prepare financial statements for fiscal year 1996. Instead, the

Letter dated June 19, 1996, from GAO to the Chairmen of the House Committee on the
Budget and the House Committee on Resources.
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Forest Service, USDA's Office of the Chief Financial Officer (OCFO), and the 1IG agreed to

work together to address the problems identified in the fiscal year 1995 IG audit report.

The Forest Service's goal was to correct some of the deficiencies during fiscal year 1997
and to achieve financial accountability by the end of fiscal year 1999. In August 1997, we
reported® that it was doubtful that the Forest Service could achieve financial
accountability by the end of fiscal year 1999 if management and staff commitment
wavered, planned tasks were not accomplished, and sufficient resources were not
provided. Our most recent report in February 1998* concluded that while corrective
measures were under way, few of the problems reported by the IG in the fiscal year 1995
audit report had been fully resolved. Thus, we reported, it was not yet clear whether the
Forest Service would be successful in its efforts to resolve these problems by the end of

fiscal year 1999.

The IG recently concluded its audit of the Forest Service's fiscal year 1997 financial
statements and was preparing its report as of July 1, 1998. However, we understand that
because of the continuing financial accounting and reporting shortcomings, the IG will

issue an unfavorable report on the fiscal year 1997 statements.

Financial Management: Forest Service's Progress Toward Financial Accountability
(GAO/AIMD-97-151R, August 29, 1997).

rest ice: s of Pro, Toward Financial Accountability (GAO/AIMD-98-84,
February 27, 1998).
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Mr. Chairman, this concludes my statement. I would be glad to answer any questions that

you or the Members of the Subcommittee may have.

Page 8
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Mr. MEISSNER. Mr. Chairman and Mr. Davis, Linda and I rep-
resent different parts of GAO. Linda represents the accounting
piece and I represent the program piece, but in this particular tes-
timony today we support each other. I will be talking about the K—
V Fund, or the Knutson-Vandenberg Fund, as an example of what
Linda talked about earlier in terms of financial management prob-
lems in the Forest Service. So we are working together today.

We appreciate the opportunity to be here today to provide infor-
mation on some of our work on the Forest Service’s Knutson-Van-
denberg Fund, commonly referred to as the K-V Fund. Essentially,
this fund is the primary source of the Forest Service moneys used
for the reforestation of timber harvest areas. The fund is also used
to improve timber stands and other renewable resources within
harvested areas. Although the amount of expenditures from the K-
V Fund may vary from year to year, last year, 1997, a little more
than $166 million was expended.

As requested, our statement today is drawn primarily from our
June 1996 report on the shortcomings of the administration of the
K-V Fund. The report addressed the following four issues: (1) The
transfers from the K-V Fund that have not been fully restored; (2),
the effect of unrestored transfers on planned projects; (3) the lack
of financial information to ensure compliance with the K-V Act re-
quirements; and (4) the lack of a standardized methodology for cal-
culating and limiting program support costs, commonly called over-
head. We will also discuss the Department of Agriculture’s subse-
quent actions on our recommendations.

In summary, between 1990 and 1996, $645 million was trans-
ferred from the K-V Fund which had not been reimbursed. To as-
sist the Congress in its consideration of any future requests for ap-
propriations to restore previously transferred funds, we rec-
ommended that the Secretary of Agriculture report to the Congress
on the financial status of the K-V Fund. Since our report, the De-
partment has begun providing the Congress with additional infor-
mation on the financial status of the fund. In fiscal 1997, the Con-
gress acted on that information by providing $202 million in addi-
tional money to at least partially reimburse the K-V Fund. At the
beginning of fiscal year 1998, the K-V Fund still had an unrestored
balance of $493 million.

The Secretary of Agriculture has not directed the Forest Service
to revise the list of K~V projects to take into account the actual
balance in the K-V Fund, as we have recommended. The Depart-
ment stated that it would not require such a list until it was cer-
tain that the K-V Fund was going to run out of money.

Although the K-V Act requires the K-V Fund expenditures in
one sale area be limited to amounts collected in the same area, the
Forest Service does not collect expenditure data on a sale-by-sale
basis. We recommended that the Secretary of Agriculture direct the
Forest Service to perform an analysis of alternatives to obtain the
financial data necessary to ensure compliance with the act. The De-
partment of Agriculture has not implemented our recommendation.
The Secretary of Agriculture indicated that he did not believe such
an analysis was necessary and that the Forest Service methods ful-
filled the requirements of the act.
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At the time of our 1996 report, the Forest Service did not have
a system in place to ensure the consistent handling of program
support charges for the K-V program. We recommended that the
Secretary of Agriculture require all organizational units to use a
standardized methodology for assessing and withholding the sup-
port costs for the K-V program that would limit expenditures for
program support to the amounts collected for such purposes. Since
the time of our report, the Forest Service has completed an anal-
ysis of the methodological changes that are needed to standardize
the Forest Service’s practices for assessing and withholding pro-
gram support costs for the K-V program and the results of their
work should be finally published in September 1998.

To add a little bit of background to what the Forest Service may
be talking about in some of their response, I will just read a couple
of more items and then I will turn it back over to you.

The Knutson-Vandenberg Trust Fund allows portions of receipts
from timber sales to be deposited in the K-V Fund to be used to
reforest timber sale areas. In addition to being used for planting
trees, these deposits may also be used for eliminating unwanted
vegetation and for protecting and improving the future productivity
of renewable resources on forest lands in sale areas, including sale
area improvement operations, maintenance, construction, and wild-
life habitat management.

Reforestation is needed where timber harvests or natural disas-
ters have depleted the existing timber stands. In fiscal 1997, about
$166 million was expended from the K-V Fund for reforestation
and related projects. The majority of the K-V moneys—about $115
million—was used to fund tiirect reforestation activities. In addi-
tion to the direct reforestation expenditures, about 51 million was
used for costs incurred to support and manage the reforestation
program, such as rents, utilities, computer programs and the sala-
ries of pro%'ram support staff,

Federal law permits the Forest Service to trensfer amounts from
the K-V Fund to supplement the Forest Service’s firefighting funds
when emergencies arise. The Forest Service is not authorized to re-
store those amounts that have been transferred. Congressional ac-
tion is required.

The Forest Service’s oversight and management of the K-V Fund
and the reforestation program are very decentralized. Forest Serv-
ice headquarters and the nine regional offices establish policy and
provide technical direction to forest offices. The forest offices, in
turn, provide general oversight to district offices and help the dis-
tricts plan K-V projects. The district ranger is responsible for over-
seeing the planning and implementation of actual K-V projects.

Mr. Chairman, on the basis of the Department of Agriculture’s
response to our recommendations, it appears that it has taken posi-
tive actions to better inform the Congress about the magnitude of
transfers from the K-V Funds for emergency firefighting activities
and has recognized the need for a standard methodology. The De-
partment of Agriculture has not implemented our recommendations
concerning revising a list of K-V projects downward to recognize
the unrestored balance, and it has not accepted on it has not come
up.with an alternative to sale-by-sale accounting on the K-V funds.
We continue to believe that actions are needed in these two areas.
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We will be pleased to respond to any questions that you and Mr.
Davis might have.

Mr. HORN. Well, we thank you very much. We will now turn to
the Forest Service, and I must say, that has historically been one
of the most professional groups in the U.S. Government, starting

with that great figure at the early turn of the century, Gifford Pin-
chot, Chief Forester.

I have been to school at the graduate level with a number of peo-
le from the Forest Service. They, as with the military, have be-
ieved in investing resources in their people to improve them

through higher education.

So we welcome here today, Mr. Ronald Stewart, the Deputy Chief
for Programs and Legislation of the U.S. Forest Service. Mr. Stew-
art

[;I‘he prepared statement of Mr. Meissner follows:]
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Mr. Chairman and Members of the Subcommittee:

We appreciate the opportunity to be here today to provide information on some
of our work on the Forest Service's Knutson-Vandenberg Trust Fund, commonly
referred to as the K-V Fund. Essentially, this fund is the primary source of Forest
Service moneys used for the reforestation of timber harvest areas. The fund is also
used to improve timber stands and other renewable resources within the harvested
areas. Although the amount of expenditures from the K-V Fund may vary from year to
year, expenditures for fiscal year 1997 were a little more than $166 million.

As requested, our statement today is drawn primarily from our June 1996 report*
on shortcomings in the administration of the K-V Fund. The report addressed the
following issues: (1) the transfers from the K-V Fund that have not been fully restored,

(2) the effect of unrestored transfers on planned projects, (3) the lack of financial
information to ensure compliance with the K-V Act requirements, and (4) the lack of a
standardized methodology for calculating and limiting program support costs. We will
also discuss the Department of Agriculture's subsequent actions on our

recommendations to improve the management of the K-V program. In summary:

— Between 1990 and 1996, $645 million was transferred from the K-V Fund to
support emergency firefighting activities that was not reimbursed. To assist
the Congress in its consideration of any future requests for appropriations to
restore previously transferred funds, we recommended that the Secretary of
Agriculture report to the Congress on the financial status of the K-V Fund. The
Department has begun providing the Congress with additional information on
the financial status of the K-V Fund. In fiscal year 1997, the Congress acted
upon that information by providing $202 million to partially repay moneys

Knutson-Vandenberg Fund (GAO/RCED—96-15 June 21, 1996).

1
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transferred from the K-V Fund. At the beginning of fiscal year 1998, the K-V
Fund had an unrestored balance of about $493 million.

The Secretary of Agriculture has not directed the Forest Service to revise the
list of planned K-V projects to take into account the actual balance in the K-V
Fund, as we recommended. The Department stated that it would not require
such a list until it was certain that K-V funding for the year was inadequate.

Although the K-V Act requires that K-V Fund expenditures in one sale area be
Limited to amounts collected in the same area, the Forest Service does not
collect expenditure data on a sale-by-sale basis. We recommended that the
Secretary of Agriculture direct the Forest Service to perform an analysis of
alternatives (including the costs and benefits of each alternative) to obtain the
financial data necessary to ensure that the K-V Fund's expenditures in one sale
area are limited to the amounts collected from that area, as required by the K-
V Act. The Department of Agriculture has not implemented our
recommendation. The Secretary of Agriculture indicated that he did not
believe such an analysis was necessary and that the current Forest Service

methods fulfilled the requirements of the K-V Act.

At the time of our 1996 report, the Forest Service did not have a system in
place to ensure the consistent handling of program support charges for the K-V
program agencywide. We recommended that the Secretary of Agriculture
require all organizational levels to use a standardized methodology for
assessing and withholding the support costs for the K-V program that would
limit expenditures for program support to the amounts collected for such
purposes. Since that time, the Forest Service has completed an analysis of the
methodological changes that are needed to standardize the Forest Service's
practices for assessing and withholding program support costs for the K-V

program and the results of the agency's work should be implemented when the

2
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practices become part of the Forest Service's directives in September 1998,

BACKGROQUND

The Knutson-Vandenberg Trust Fund, as authorized by the Act of June 9, 1930, as
amended (16 U.S.C. 576-576b), allows portions of the receipts from timber sales to be
deposited into the K-V Fund to be used to reforest timber sale areas. In addition to
being used for planting trees, these deposits may also be used for eliminating
unwanted vegetation and for protecting and improving the future productivity of the
renewable resources on forest land in sale areas, including sale area improvement

operations, maintenance, construction, and wildlife habitat management.

Reforestation is needed where timber harvests or natural disasters have depleted
the existing timber stands. In fiscal year 1997, about $166 million was expended from
the K-V Fund for reforestation and related projects. The majority of the K-V moneys—
about $115 million in fiscal year 1997-was used to fund direct reforestation activities.
In addition to the direct reforestation expenditures, about $51 million was used for
costs incurred to support and manage the reforestation program, such as rents,
utilities, computer equipment, or the salaries of program support staff.

Federal law permits the Forest Service to transfer amounts from the K-V Fund, as
well as other Forest Service appropriations, to supplement the Forest Service's
firefighting funds when emergencies arise. The Forest Service is authorized to
advance money from any of its appropriations and trust funds to pay for fighting
forest fires. The Forest Service is not authorized to restore amounts so transferred.
Congressional action is required to restore such funds.

The Forest Service's oversight and management of the K-V Fund and the
reforestation program are decentralized. Forest Service headquarters and the nine
regional offices establish policy and provide technical direction to forest offices. The

3
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forest offices, in tum, provide general oversight to district offices and help the
districts plan K-V projects. The district ranger is responsible for overseeing the

planning and implementation of K-V projects.

-V FUND NOT BE LY REIMB

Between 1990 and 1996, the Forest Service transferred about $645 million from
the K-V Fund for emergency firefighting activities that had not been fully reimbursed.
Since these transfers had not been reimbursed, these funds were unavailable for K-V
projects. In the past, when such transfers were made, the Department of Agriculture
requested and received supplemental appropriations to restore the transferred moneys,
generally within 2 years of the original transfer. However, in more recent time, the
Department of Agriculture had not submitted a request for a supplemental
appropriation to the Congress. It was not until March 15, 1996, that the Department of
Agriculture submitted a request for supplemental appropriations to the Office of
Management and Budget for the $420 million transferred during fiscal years 1990, 1992,
and 1995. After an additional $225 million was transferred from the K-V Fund in 1996,
the Congress, in 1997, provided $202 million from the emergency firefighting
appropriation as a partial reimbursement of the K-V Fund. At the beginning of fiscal
year 1998, the K-V Fund had an unrestored balance of about $493 million.

To provide the Congress with the information it needs to consider any future
requests for appropriations to restore previously transferred funds, we recommended
that the Secretary of Agriculture report to the Congress on the financial status of the
K-V Fund. The Department of Agriculture has informed the Congress about the
general dimensions of the K-V funding issue on several occasions, and that information
has resulted in some replenishment of the K-V fund. For example, the Fiscal Year
1997 Omnibus Appropriation Bill provided additional appropriations for emergency
firefighting, and $202 million was apportioned to the K-V Fund in January 1997. In
addition, the Department has begun providing the Congress with information on the K-

4
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V Fund balance at the beginning of each fiscal year, expected K-V collections during
the year, and expected K-V expenditures so that the impact of future firefighting

transfers can be assessed.

UNRESTORED FIREFIGHTING TRANSFERS
JEOPARDIZE SOME PLANNED PROJECTS

Although the Forest Service acknowledged that failure to restore the amounts
transferred from the K-V Fund would potentially disrupt the K-V program, forest and
district offices continued to operate and plan for future reforestation projects as if the
transfers had not occurred. Furthermore, the Forest Service had not informed the
Congress of the impact that the funding shortfall would have on the agency's
reforestation activities or developed a plan or strategy for reallocating the remaining
funds to the highest-priority projects.

Although timber receipts of as much as $200 million had been added to the fund
annually, the Forest Service will not be able to pay for all of its planned projects,
estimated in fiscal year 1996 at about $942 million, unless the moneys transferred from
the K-V Fund for firefighting purposes are restored.

We recommended that if the administration decides not to forward to the
Congress the Department's request for restoration of the funds transferred for
firefighting purposes, or the Congress decides not to restore these funds during the
fiscal year 1997 budget considerations, the Secretary of Agriculture should direct the
Chief of the Forest Service, by the end of fiscal year 1997, to revise the list of planned
K-V projects to take into account the actual balance in the K-V Fund.

The Department has not implemented this recommendation and believes that the
Forest Service had sufficient funding to meet all K-V requirements for 1998 and that
revising the list of K-V projects downward to match the reduced K-V funding would be

5
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both speculative and not creditable. The Department added that it would not require
such a list until it was certain that K-V funding for the year was inadequate. In that
event, it would provide the Congress with a generic description of the types of K-V

activities that would be dropped.

FOREST SERVICE CANNOT ENSURE COMPLIANCE
WITH THE K-V ACT'S REQUIREMENT

The K-V Act requires that the K-V Fund expenditures in any one sale area not
exceed the amount collected in that sale area. To facilitate the management of K-V
projects and the accounting for K-V funds, however, the Forest Service allows each
forest to pool its K-V collections for each timber sale into a forest-level fund,
commonly called a K-V pool. At the end of each fiscal year, each forest is required to
create a balance sheet showing the cash available for its K-V projects, the projected
collections from ongoing sales, and the estimated costs for planned projects.

The Forest Service does not have the financial management information and
controls needed to ensure compliance with the K-V Act prohibition limiting K-V Fund
expenditures on individual sale areas to the collections from those same sale areas.
Collections are recorded for individual sales, whereas expenditures are managed and
recorded in total at the district level rather than by individual sales. By allowing each
forest to pool K-V collections without adequate financial controls and information, the
Forest Service cannot ensure that trust fund expenditures do not exceed collections

for a given sale area.

We recommended that the Secretary of Agriculture direct the Chief of the Forest
Service to perform, in consultation with the Chief Financial Officer, an analysis of
alternatives (including the costs and benefits of each alternative) to obtain the
financial data necessary to ensure that the K-V Fund's expenditures in one sale area
are limited to the amounts collected from that area, as required by the K-V Act.

6
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The Secretary of Agriculture did not request that the Forest Service analyze
alternatives to the sale-by-sale accounting system that would ensure compliance with
the K-V Act. The Secretary indicated that he did not believe such an analysis was
necessary and that the current Forest Service methods fulfilled requirements of the K-
V Act. We continue to believe that the Forest Service's current information systems
and controls do not provide assurance that the expenditures in one sale area do not

exceed the collections from that sale area as required by law.

FOREST SERVICE LACKS AN EFFECTIVE METHOD
FOR C TING AND LIM PRO SUPPO

The Forest Service collects a certain amount of K-V funds on each timber sale to
pay for the costs of supporting the program at all organizational levels. The regions
and forests issue guidance that specifies the percentage of K-V funds that should be
collected from individual sale areas to support the program at the forest, regional, and
Washington offices. The agency's overall guidance, however, does not explain how
individual regions or forests should calculate and limit amounts for program support.
If the allocations for support costs are not limited to the amount collected, however,

funds available for project expenditures in sales areas could be insufficient.

Only one forest we visited during our 1996 review limited its use of K-V funds for
program support to the amounts collected for that purpose. For three of the forests,
the regions did not restrict their expenditures for program support to the amounts that
had been collected, nor did the forests limit the amount spent for program support at
the forest level. For example, if a project costs $100, the forest might instruct the
district to collect an additional 20 percent of the project's cost, or $20, to cover the
cost of supporting the program. When the forest allocated funds for a project to the
district, it withheld funds to cover the forest's support costs. However, rather than
limiting these withholdings—to continue our example—to 20 percent of the project's
cost, or $20, the forest would withhold 20 percent of the total cost ($120) or $24. This

7
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method of determining support costs would reduce the amount available for project

work to $96, $4 less than the projected need.

We recommended that the Secretary of Agriculture direct the Chief of the Forest
Service to require all organizational levels to use a standardized methodology for
assessing and withholding the support costs for the K-V program that would limit
expenditures for program support to the amounts collected for such purposes.

The Secretary of Agriculture directed the Chief of the Forest Service to establish
a standardized methodology for assessing and withholding program support costs for
the K-V program, and the Forest Service formed a task force to recommend what that
standardized methodology would be. The task force completed its work in November
1997, and the Forest Service estimates that the corrective action will be fully
implemented when the recommended changes become part of the agency's directives
in September 1998.

Mr. Chairman, on the basis of the Department of Agriculture's response to our
recommendations, it appears that it has taken positive actions on our
recommendations to better inform the Congress about the magnitude of transfers from
the K-V Fund for firefighting purposes and the need to establish a standardized
methodology for assessing and withholding program support costs for the K-V
program. The Department of Agriculture has not implemented our recommendations
conceming revising the list of K-V projects downward because of inadequate funding
or performing an analysis of alternatives to a sale-by-sale accounting of K-V Fund
expenditures. We continue to believe that action is needed in these areas. We will be
pleased to respond to any questions that you or the Members of the Subcommittee

may have.

(141233)
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Mr. STEWART. Thank you, Mr. Chairman, and Mr. Davis. I am
pleased to be here with you this morning to discuss with you man-
agement practices of the Forest Service.

I would like to share with you some of the steps that we are tak-
ing to address some of the specific concerns about management and
accountability, related to the recreation fee demonstration program,
financial management, and to the overhead costs for the Knutson-
Vandenberg Fund, or so-called K-V Fund. I believe that, Mr.
Chairman and Mr. Davis, we share a common view of maximizing
the public benefits of each dollar that the Forest Service spends,
and I assure you that the Chief and leadership of the Forest Serv-
ice are committed to correcting the deficiencies in our financial
management system.

I would like to give you just a brief overview from a national per-
spective on these issues and then that will be followed by a local
view provided by Mike Rogers, the Forest Supervisor on the Ange-
les National Forest.

First of all, the Forest Service consists of three components, the
National Forest System where we manage more than 191 million
acres of public land in the United States, under a multiple-use
mandate; research and development where we conduct studies and
provide scientific information related to the management, use and
protection of all of the Nation’s natural resources; and finally, State
and private forestry, where we provide information, technical as-
sistance, and financial assistance through the State foresters to
help assure sound stewardship of the Nation’s State and private
forest lands.

The Forest Service operates under a number of mandates, includ-
ing the Multiple-Use Sustained Yield Act of 1960, the National For-
est Management Act of 1976, the Forest and Rangeland Renewable
Resources Planning Act of 1974, the Forest and Rangeland Renew-
able Resources Research Act of 1978, and the Cooperative Forestry
Assistance Act of 1978. We also operate under a number of envi-
ronmental laws enacted to protect the Nation’s environment, such
as the Endangered Species Act, the Clean Water Act, the Clean Air
Act, and the NationaFEnvironmental Policy Act.

With over 28,000 full time employees and a total work force, par-
ticularly this time of year with fires season, of up to 43,000, the
Forest Service’s job is complex, as Mr. Chairman, you recognized
in your opening comments. We often find ourselves caught in the
midst of social change, shifting priorities, and oftentimes between
conflicting political priorities. It is critical that we have sound busi-
ness management practices to ensure that the monetary and
human resources which are entrusted to us are used in a wise
manner. We fully support and remain committed to the full imple-
mentation of all of the laws which define the Nation’s environ-
mental policies and our mandates.

I would first like to address the Recreation Fee Demonstration
Program. First of all, just a little bit of background. Almost 95 per-
cent of all Americans engage in some sort of outdoor recreation
every year. The national forests are the largest single supplier of
public outdoor recreation, posting 850 million visits in fiscal year
1997, and that number is growing, expected to be nearly a billion
by the year 2000.
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Congress authorized the Recreation Fee Demonstration Program
in fiscal year 1996. The program authorized the Forest Service and
the public land agencies, the Department of Interior, to test the col-
lection, retention, and re-investment of new recreation admission
and user fees on up to 100 projects in each agency. Before this pro-
gram, the Forest Service was limited to charging user fees at a lim-
ited number of sites and could not retain collections for use at the
charge sites or anywhere else in the National Forest System. We
must meet our recreation objectives through creative and innova-
tive approaches, such as a fee demonstration program, partner-
ships, and volunteers.

The Forest Service aggressively began implementing the program
in June 1996. At the end of fiscal year 1997, receipts grossed over
$8 million from the 40 projects ongoing in that initial year. An ad-
ditional 52 projects will begin collection during this fiscal year and
the next fiscal year in 28 States and in all of the Forest Service
regions. In fiscal year 1997, the program provided a much needed
$8.7 million for critical recreation investments and improved cus-
tomer services.

The Forest Service strongly supports the Recreation Fee Dem-
onstration Program as an essential part of meeting the increased
demand for quality recreational facilities and services to the public.
It is essential that base-level appropriations for recreation continue
so that we can demonstrate a clear value added to the public for
the fees they pay.

Based on survey results, the public generally accepts the fees as
long as most of the money goes back to improve the area they are
paying for. However, some very much dislike paying fees for what
they have historically enjoyed for free. Acceptance is increasing
over time as the public becomes aware of the program and begins
to see positive results from the investments back into the areas
that they are using.

Mr. Chairman, I strongly believe that long term implementation
of the Recreation Fee Demonstration Program is necessary to keep
up with the rapidly increasing demands placed on Federal recre-
ation facilities. We will continue to evaluate the program through
the testing period and share with you and the American public
what we have learned.

About financial management, I know that you have heard, espe-
cially here this morning, some of the problems we face with our fi-
nancial management systems and those are really only some. In
fact, the chief testified in a historic joint committee hearing on
March 26, specifically to address financial management and ac-
countability in the agency. We clearly admit we have problems, we
do take them quite seriously and we are taking significant actions
to improve our financial management and accountability to Con-
gress and the public, but as you heard this morning, we have a
long way to go.

So far, we have implemented a major restructuring of the busi-
ness operations of the Forest Service to give equal weight to the
business side of it as we have given to the natural resource side.
This includes hiring a chief operating officer from the private sec-
tor, a former CEO of a couple of corporations, and recruitment of
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a chief financial officer to focus on all of the financial affairs of the
agency.

We have reduced our work force by 15 percent, almost 25 percent
in the national headquarters alone, consolidated administrative
and business offices, developed public-private partnerships to de-
liver agency services for less money, and established customer serv-
ice standards in order to reduce the costs of delivery of our pro-
grams.

The chief has announced a natural resources agenda for the 21st
century that will focus the agency on high-priority actions and ac-
tivities to improve health of the land and better define our multiple
use program.

We are working with Congress to implement the Government
Performance and Results Act of 1993. This includes implementing
land-based and business management performance measures in
every line officer’s individual performance standards. We anticipate
specific congressional oversight on our performance as outlined in
our fiscal year 1999 annual performance plan, which is the first
that anybody has produced—that also governmentwide—it is the
first time the Government has produced strategic plans for every
agency, and performance plans for every agency.

We are implementing an integrated accounting system, the
Foundation Financial Information System, which when imple-
mented will enable policymakers and managers to quickly find and
understand the costs associated with specific activities. I will say,
however, we have encountered major problems in the implementa-
tion of that and that is one of the reasons, as Mr. Meissner pointed
out, we have been having difficulties meeting the performance
standard we set for ourselves to have a clean financial report by
the end of this next fiscal year.

We have issued a desk guide for financial management to inform
Forest Service employees throughout the entire field structure of
methods to record and organize information.

We are in the process of recruiting a limited number of highly
qualified management personnel who will complement the excellent
natural resource management skills of the agency with expertise in
modern financial management practices, and we have established
a business management team to review our budget and accounting
activities and to recommend ways we can simplify and improve our
business systems.

These ideas represent some of the recommendations given to us
by Coopers & Lybrand, who the chief commissioned to help us re-
spond to concerns raised by the General Accounting Office and the
Office of Inspector General. We have been working closely, as has
been said earlier, with the Office of Inspector General and the chief
financial officer of the Department of Agriculture in improving our
business management practices. We are open to other ideas too,
and hope the committee will feel free to suggest changes that will
improve efficiency and public service. Our goal is ultimately to
bring dramatically improved accountability to the Forest Service.

Finally, I would like to talk a little bit about the Knutson-Van-
denberg Fund. The K-V Fund was authorized by an act of Con-
gress in June 1930. The act establishes a trust fund using deposits
made by timber purchasers to reforest timber sale areas. The au-
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thority has been expanded over the years to include eliminating
unwanted vegetation on lands cut over by the }Jurchaser and pro-
tecting and improving the future productivity of the renewable re-
sources on the forest land within the sale area. This includes sale
area improvement operations, maintenance, construction, reforest-
ation, and wildlife habitat management. The K-V Act explicitly au-
thorizes the Secretary of Afg'riculture to collect deposits to cover the
cost to the United States of these activities.

In response to a 1996 General Accounting Office audit, the one
referred to earlier, the Forest Service assembled a task force to find
better ways to limit K-V expenditures for indirect costs to the
amounts collected for this purpose and to achieve better consist-
ency and standardization of indirect costs. The task force report
was issued in November 1997 and we are taking the following ac-
tions to strengthen our business operations with respect to use of
K-V funds.

First of all, we are instituting national standard definitions for
indirect costs. We are clarifying and standardizing procedures for
the calculation of equitable indirect charges consistent with how we
deal with those indirect charges with our appropriated dollars. We
are strengthening the linkage between K-V work planning and
budget planning, so that we achieve a more direct tie between the
sale area improvement plan and the K-V program of work. Finally,
we are improving our internal oversight procedures.

We have been challenged in court on the legality of K-V assess-
ments for overhead costs. On June 3, we filed in the U.S. District
Court in San Francisco, a motion for summary judgment, in which
we contend that the Forest Service may use K-V funds to pay for
the program’s indirect costs for three reasons. First, the necessary
expense doctrine, a basic principle of appropriation law, authorizes
the challenged expenditure. Second, the Forest Service’s long-
standing use of K-V funds for indirect costs has been express
ratified by Congress’ fiscal review agent, the Comptroller Genera.{
and implicitly accepted by Congress itself. Finally, appropriations
law upholds the agency’s discretion to choose between arguably
available funding choices whereas here the agency has consistently
adhered to its choice for a period of 50 years.

With your permission, I would like to submit for the record that
motion K)r summary judgment.

Mr. HORN. Without objection, it will be inserted at this point in
the record. We will be having some questions on that very point.

Mr. STEWART. Thank you.
f_l[Ng)'I‘E.—The information referred to is held in the subcommittee
iles.

Mr. STEWART. The implementation of K-V projects on the ground
involves the same kinds of people and resources that we need to
implement projects using appropriated funds. Our policy simply
says that the trust funds, such as K-V, should pay their equitable
share of these costs, applying the same principles that we use to
determine indirect costs for the discretionary programs. Indirect
costs are a real and necessary part of getting tfx’e job done on the
ground. However, we firmly intend to make significant improve-
ments in our business procedures and to become more accountable
in the use of these trust funds.
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That concludes my prepared remarks and we would be glad to
answer questions after Mike Rogers, the supervisor on Angeles, has
an opportunity to address these same issues from a 1 context.

Mr. HORN. Well, thank you very much. Mr. Michael Rogers is the
forest supervisor for the Angeles National Forest. Welcome.

[The prepared statement of Mr. Stewart follows:]
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MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:

Thank you for the opportunity to be here to discuss management practices of the Forest Service
on the Angeles, Wenatchee, and Okanogan National Forests (NFs). I am accompanied by
Michael J. Rogers, Forest Supervisor on the Angeles NF, Sonny O’Neal, Forest Supervisor on
the Wenatchee NF, and Samuel Gehr, Forest Supervisor on the Okanogan NF.

The focus of this hearing is to discuss issues related to financial management, the Knutson-
Vandenberg (K-V) Fund, recreation and the recreation fee demonstration program, and below
cost timber sales. 1 view this hearing as a good opportunity to share with you the steps that this
agency has taken to address these particular programs and activities and to explain how
particular systems work. Mr. Chairman, I believe we share the common view of maximizing the
public benefits of each dollar that this agency spends for land management, research, private land

assistance, and other Forest Service authority. 1 will begin with a brief overview of the agency
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and provide a national perspective on these issues, followed by a local view from the Forest

Supervisor(s), and then we will respond to your questions.

Overview

The Forest Service consists of basically three components: the National Forest System, where we
manage more than 191 million acres of public lands in the United States, Research, where we
conduct studies and provide scientific information related to forest resources, and State and
Private Forestry, where we provide information and technical and financial cost-sharing
assistance to help assure sound stewardship and use of the vast state and private forest lands of
the United States. Caring for the land and serving people is our motto and the foundation of

everything we do.

The National Forest System lands are managed in accordance with the Multiple-Use Sustained
Yield Act of 1960 (MUSYA), the Forest and Rangeland Renewable Resources Planning Act of
1974 (RPA), and the National Forest Management Act of 1976 (NFMA), among others. Forest
Service programs operate under additional environmental laws that were enacted to protect
specific natural resources, including the Endangered Spscies Act, the Clean Water Act, the Clean
Air Act, and other laws such as the National Environmental Policy Act (NEPA). We fully
support and remain committed to the full implementation of these laws, which define the nation’s

environmental policies.

With over 28,000 fuli-time employees, peaking to over 43,000 with our summer seasonal
employees, the Forest Service’s job is quite complex. We often find ourselves caught in the
midst of social changes, shifting priorities, and political crosscurrents. It is critical that we have
sound business practices to ensure that the monetary and human resources which are entrusted to
us are used in a manner that not only supports the agency’s mission, but does so in a way that is

efficient, productive, and cost effective.



Every year, almost 95 percent of all Americans engage in some sort of outdoor recreation. As
the largest single supplier of public outdoor recreation, the National Forest System hosted over
850 million visits to its national forests and grasslands in fiscal year 1997 and trends indicate that
use of the Nationa! Forest System will continue to grow. People are drawn to the national forests
because of their varied recreationa! opportunities. Demands for recreation opportunities are
becoming increasingly complex. Forest visitors are not only increasing in numbers but consist
of individuals from varied ethnic, social, and economic backgrounds. To meet this demand and
protect America’s recreation resources, we need more specialized resources to provide the
quality experiences our visitors expect. Our fiscal year 1999 recreation budget requests have
increased along with the recreation demand by the public. However, past appropriations have
generally remained static. We must meet our recreation objectives through creative and
innovative approaches. An example of this type of approach is the Recreational Fee

Demonstration Program (RFDP).

Congress authorized the landmark RFDP in fiscal year 1996 through enactment of the Omnibus
Consolidated Appropriations Act for fiscal year 1996. The RFDP authorized the USDA Forest
Service, and the National Park Service, U.S. Fish and Wildlife Service, and the Bureau of Land
Management of the Department of the Interior to test the collection, retention, and reinvestment
of new recreation admission and user fees on up to 100 projects in each agency. Before the
RFDP, the Forest Service was limited to charging recreation use fees at a limited number of sites
and could not retain collections for use at sites or elsewhere in the National Forest System. This
new authority was a major positive development, and an exciting, departure from historical
practice. Initially, the RFDP authority allowed agencies to retain all of the new fees in excess of
a fiscal year 1995 base figure, with 80 percent of the retained fees to be used at the sites where
they were collected, and 20 percent to be distributed nationally to any site under the jurisdiction
of the collecting agency. However, the fiscal year 1998 Interior and Related Agencies
Appropriations Act allowed the agencies to retain all recreation fee revenues from the fee

demonstration projects, not just the revenues in excess of the fiscal year 1995 collections, greatly
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increasing our ability to improve recreational sites and services. The demonstration authority
expires at the end of fiscal year 1999, with receipts being available to complete projects through

September 30, 2002.

The Forest Service began to implement the RFDP aggressively in June, 1996, as indicated in the
interagency report provided to Congress in January 31, 1998. At the end of fiscal year 1997,
with 40 projects collecting funds, receipts from the RFDP grossed well over $8 million. An
additional 52 projects will begin collections later in fiscal years 1998 and 1999. Projects are

being tested in 28 states in all regions of the country, including Puerto Rico.

From fiscal year 1994 to fiscal year 1998 the agency’s recreation budget averaged $217 million
annually, but total annual needs for operation, maintenance, backlog reductions, and capital
investments were much higher, as they are today. In fiscal year 1997, the recreational fee
demonstration program provided a much needed $8.7 million to address critical resource needs
and enhance customer services. We expect the fees collected to increase significantly this year,

to nearly $20 million.

For these reasons, the Forest Service strongly supports the recreation fee demonstration program
(RFDP), an essential part of meeting the increased demand for quality recreation facilities and
services to the public. It is critically important that base-level appropriations funding continue in
conjunction with the RFDP so the Forest Service can demonstrate a clear added value to the

public for the fees that they pay.

Based on survey results, overall, the public accepts the fees as long as most of the money goes
back to improve the area they are paying for. Of course, some people very much dislike paying.
Acceptance is increasing over time as people become more aware of the program and adjust to
paying the new fees. They are also beginning to see positive results as the fees are being spent

on local projects.
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Mr., Chairman, | strongly believe that long-term implementation of the RFDP is necessary to
keep up with the rapidly increasing demands placed on federal recreation facilities. We have had
many successes, and we will see many more as we complete our second year of this important
program. We continue to listen and discover ways to improve the program. We will continue to
evaluate results during the testing period, and share what we have leamed with you and the

American public.

Financial Management
Mr. Chairman, you have heard of some of the problems we face with our financial management

systems in the Forest Service. In fact, the Chief testified before a joint committee hearing on
March 26, 1998, to address specifically financial management and accountability in the agency
and what measures we were taking to correct some of the problems. These concerns are taken
seriously and action has been taken to address them. Let me share what we have done and are in

the process of doing to address these concemns.

1) We are implementing a major restructuring of the business operations of the Forest
Service. We have a Chief Operating Officer who is responsible for the financial and
operational health of the agency and an Associate Chief for Natural Resources who will
be responsible for the health of the land. We will also hire a Chief Financial Officer to

focus on ail financial affairs of the agency.

2) As part of the Administration s Reinvention Initiative, the Forest Service has reduced
its workforce by 15%, which includes a higher reduction in the Washington office,
consolidated adninistrative offices at the supervisor and the district ranger levels,
developed public-private partnerships to deliver agency services for less money, and
established customer service standards. One specific example is reducing overhead costs

by moving our public information office from downtown Seattle to the Recreational
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Equipment Incorporated Building, which the Vice President recognized with a Golden

Hammer Award, for our partnership with the private sector.

3) The Chief announced a Natural Resource Agenda for the 21st Century that will be
implemented with land-based performance measures. We intend to develop a structure
so that employees will be held accountable for the actual accomplishments and
measurable results in the field. Combined with other financial reforms, we will have a

better understanding of how much it costs to achieve certain results.

4) We are developing a GPRA strategic plan. The plan will follow the principle and
goals described in the Natural Resource Agenda. We are also initiating expanding our
forest health survey and monitoring work to cover all aspects of ecosystem health and
integrity. In this manner, the cost effectiveness and progress towards achieving

environmental goals can be better evaluated.

5) We are implementing an integrated accounting system, Foundation Financial
Information System (FFIS), which will enable policy makers and supervisors to quickly
find and understand the costs associated with specific activities. FFIS will ultimately
reduce the amount of time Forest Service employees spend entering and interpreting
data, and increase the amount of time they spend making and implementing sound

resource decisions.

6) We have issued a desk guide for financial management to inform Forest Service
employees throughout the entire field structure of methods to record and organize
information. We intend to update this desk guide as our new systems develop. The
primary benefit today is national consistency so that we will have a better data base from

which to make decisions.
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7) We intend to recruit a limited number of highly qualified management personnel with
expertise in modern financial management practices and structures who will complement
the excellent resource management skills of the agency. We need to replenish the
shortage of skilled financial managers in the agency caused by the downsizing effort. We

do not intend to maintain a larger workforce, and thus higher overhead, in the long-term.

8) We have established a business team to review our budget and accounting activities
and to recommend how we can simplify and improve our business systems. This group
of employees from across the agency will focus on simplicity, timely and accurate
financial information, accountability between expenditures and benefits, and public
service. One of the team ’s objectives is to develop a consistent definition of overhead.
.Our goal is to increase the precision, clarity, and comprehensibility of Forest Service

budget and accounting data to generate increased trust among the users and the public.

These changes represent some of the ideas and recommendations in the Coopers and Lybrand
report which the Chief commissioned last year, and respond to some of the concerns raised by
the General Accounting Office (GAQ). We are open to other ideas, too, and including those from

the Committee that will improve efficiency and public service.

Our goal is to bring dramatically improved accountability to the Forest Service. We can assure
you that we will continue to work with the GAO and with Congress to improve our business

operations and to be more accountable for the resources we manage.

Couperative Work Knutson-Vandenburg Fund
The K-V fund, authorized by the Act of June 9, 1930, is a trust fund that uses deposits made by

timber purchasers to reforest timber sale areas. In addition to planting, these deposits may also
be used for eliminating unwanted vegetation on lands cut over by the purchaser and for
protecting and improving the future productivity of the renewable resources on forest land in the

sale areas, including sale area improvement operations, maintenance, construction, reforestation,
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and wildlife habitat management. The K-V Act explicitly authorizes the Secretary of Agriculture

to collect deposits to cover the cost to the United States of these types of activities.

In response to a 1996 General Accounting Office (GAO) audit, the Forest Service assembled a task
force for the purpose of finding ways to better limit K-V expenditures for indirect costs to the amounts
collected for this purpose and to achieve better consistency and standardization of indirect cost. The
task force issued its final report last November with an action plan implementing nine actions. Let me
highlight several actions which 1 believe will help us strengthen our business operations in these areas.

We are now:

s instituting standard national definitions for indirect costs for use throughout the Forest Service;

o clarifying our procedures for the calculation of equitable indirect charges and instituting these

procedures throughout the Agency;

o strengthening the linkage between our K-V work planning using the Sale Area Improvement
Plan and our budget planning process so that we achieve a more direct tie between the SAI Plan and

our K-V program of work; and

* improving our oversight procedures and expanding the participation of our review teams to

ensure that the business functions are better represented in our management reviews.

We have been challenged in court on the legality of K-V assessments for overhead costs. On June 3,
1998, we filed in the United States District Court in San Francisco, CA, a motion for summary
judgement in which we contend, that "...the Forest Service may use K-V funds to pay for the program’s
indirect costs for three reasons. First, the necessary expense doctrine, a basic principle of appropriation
law, authorizes the challenged expenditure. Second, the Forest Service’s longstanding use of K-V funds
for indirect costs has been expressly ratified by Congress’s fiscal review agent, the Comptroller General,

and implicitly accepted by Congress itself. Third, appropriations law upholds the agency’s discretion to
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choose between arguably available funding choices where as here the agency has consistently adhered to

its choice.”

The implementation of K-V projects on the ground involves the same kinds of people and
resources that we need to implement projects using appropriated funding sources. We need
computers to plan the programs and keep track of the K-V project activities. We need decision
makers to determine which K-V projects should be the highest priority for funding when K-V
funds are scarce. We need our business management experts to determine the financial health of
the K-V fund and develop an orderly K-V program of work. All of these people need office
space to do their work in. So, our policy simply says that the trust funds, like K-V, should pay
their equitable share of these costs applying the same principles that we use to determine equities

for discretionary programs.

We cannot eliminate these costs, as they are a real and necessary part of getting the job done.
But, we firmly intend to make material improvements in our business procedures and to be
accountable so that the Administration and Congress can together decide how the Forest Service
can maximaze public benefits on the national forests. We are reviewing different budget

structures, including different treatments of overhead costs.

Below-Cost Timber Sales
National Forest timber sales have always served multiple purposes. Timber sales helped build

homes and railroads for a young growing nation, and helped pay for forest rangers who were

taking care of vast remote stretches of forests and rangelands.

Today, Americans place a higher priority on sustainability and environmental protection. The
Forest Service’s objective is the protection and restoration of the health of the land. You can’t
measure the value of stewardship strictly in do)lars and cents. Resource stewardship costs on

the national forests are frequently bome by the forest management program.
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In the early 1980's the issue of below-cost timber sales began to emerge as a concem to the
public because it appeared that revenues generated by individual timber sales on many national
forests did not cover the costs of their preparation and administration. Some members of the
public and some Members of Congress at the time believed that the timber sale program needed -
to pay for itself. In the conference committee report that accompanied the fiscal year 1985
interior appropriations act, the Forest Service was directed to develop a "reasonable but complete
system...that should allow for identification of the costs of the timber sale program, by
component, and aliow for a comparison of actual costs and benefits." The Forest Service worked
with the General Accounting Office (GAO) to expand the Forest Service accounting system and
create the timber sale program information reporting system (TSPIRS). GAO found, in 1990,
that the system had been developed, and was being implemented, as intended by Congress. This
system measures the cost for land management and harvest associated with timber sales. It does

not measure efficiency, and it does not measure subsidies.

This year's TSPIRS report shows that essentially half of the timber sale program was targeted at
accomplishing various land stewardship objectives and not at producing wood fiber except as a
by-product. While people have different perspectives and opinions about how the Forest
Services applies land stewardship on the ground, there is general support for reducing wildfire
impacts, restoring old growth characteristics, protecting native species diversity, and managing
pests as best we can. We are paying for these treatments from wildlife, watershed, or vegetation
management funds, but in many cases, this work is getting done by using timber sales. Qur
experience suggests that because of the revenues they generate, timber sales, even some that may
be below-cost, are oftentimes the "least net cost” -- cost incurred compared to revenues received

-- means of attaining many of our land stewardship goals.

In FY 1997, 4.0 billion board feet (BBF) of national forest timber was offered, 3.7 BBF was
sold, and 3.3 BBF was harvested. These offered, sold, and cut volumes are similar to the 1996
program. Of the total volume harvested in FY 1997, 52 percent was for timber commodity
purposes, 40 percent for forest stewardship, and 8 percent for personal use. In FY 1993, when
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TSPIRS first began to recognize the different categories of sales, 71 percent of harvest volume
was for timber commodity, 23 percent for forest stewardship, and 5 percent for personal use.

These numbers reflect changing trends in the timber sale program that | described earlier.

A new factor that has had a major effect on the profitability of our timber sale program in FY
1997 was a change in accounting procedures applicable to "road prism" costs. These are costs
that are associated with constructing a road’s underlying foundation, or "bed." In the past,
because the Federal Government did not have an accounting standard that addressed how these
costs should be treated, "generally accepted accounting principles” (GAAP) used by the private
sector were applied. Consistent with these principles, road prism costs were not written-off, but
were permanently capitalized into land values. Recently, however, the Federal Accounting
Standards Advisory Board (FASAB), who develops generally accepted accounting principles for
Federal ageﬁcics, put forth a broad array of new accounting standards, one of which pertains to
the treatment of road prism. This new standard provides that instead of being permanently
capitalized, these costs should be annually expensed. Beginning in FY 1997, TSPIRS financial
statements recognized road prism costs as an annual timber program cost. In FY 1997, these

costs alone totalled $51.4 million.

Overall, our forest management program lost $88.6 million last year. By comparison, the FY
1996 loss was $14.7 million. We feel strongly, however, that the true measure of our forest
management program is not simply the volume of timber taken from the land, but also the health
of the forest left behind. This suggests a strict/profit loss statement is not a true reflection of the
program’s value. National Forest timber sales provide many benefits beyond the revenues they
generate. These additional benefits are economic, ecological, and social in nature. Illustrative of
the economic and social benefits are the jobs created, the regional income produced, and more
stable rural communities. Illustrative of the ecological benefits are healthier amd more fire-
resistant forest stands, and ecosystems that are sustainable because they are maintained within

their historic range of variability.
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Closing

As we previously stated, our programs are quite complex and we know that we have a lot of
work to do to correct business systems and to be more accountable to the public for our actions.
We continue to adhere to the recommendations of the General Accounting Office to improve our
operations. We appreciate the oversight of Congress through hearings such as this one today to
allow us the opportunity to share what we are doing and to also hear from those who might not
be pleased with how we conduct business. We will make every effort to carry out our mission of

caring for the land and serving people.

After you have heard from the Forest Supervisor(s), we will take your questions.
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Mr. RoGERS. Thank you, Mr. Chairman and Mr. Davis. I appre-
ciate the opportunity to be here and I value the field hearings that
you are holding.

Deputy Chief Ron Stewart has given you an overview of the For-
est Service and the laws and regulations by which we manage the
land. I am responsible for the overall management of the Angeles
National Forest, which was created on December 20, 1892, as the
San Gabriel Timberland Reserve by President Benjamin Harrison
for protection of the Los Angeles water supply. It was the first for-
est Iﬁferve established in the State of California and the eighth na-
tionally.

Today, in addition to providing 35 percent of the local water sup-
ply, the Angeles National Forest serves as the backyard for over 15
million people in the Los Angeles Basin and boasts over 30 million
visitors a year, more than Yellowstone, Sequoia/Kings Canyon, and
Yosemite National Parks combined. As you sit here today in this
room, you could be enjoying the beauty of this very urban national
forest in less than an hour’s drive just to the north of this location.
You can well appreciate how it serves the recreational desires of
millions of people in the Los Angeles area.

Let me address a few specifics of the various issues identified,
and then I would be happy to address questions.

The recreation program on the Angeles National Forest is the
predominant use of the forest, which I said earlier receives over 30
million visits a year. Recreation management of the forest is char-
acterized not only by high use, but by a number of complicating
factors. Most of the Los Angeles County residents are within 1
hour’s drive from the forest and predominantly use the forest for
day trips. Over a third of the forest boundary is shared with subur-
ban homeowners. Because the forest is close to area residents and
is used primarily for day trips, many visitors are not prepared for
the hazards and changes in weather conditions they often encoun-
ter. Proximity and high use intensify the number of emergency in-
cidents, violations, and crimes on forest land. Because of the rug-
gedness of this forest, the recreating public looks to a relatively
small number of useable acres for numerous, often non-compatible
uses. Today, many cultures utilize the forest for recreation, requir-
ing managers to understand the values and needs of many dif-
ferent groups. Southern California’s weather allows for year-round
use of most of the forest.

The Angeles provides 878 miles of trails, 66 campgrounds, 36 pic-
nic areas, boating on three lakes, fishing on five lakes, five ski
areas, 618 recreation summer home cabins, two concessionaire op-
erated shooting areas, five visitor centers—we call them discovery
centers, three forest entrance stations, and three off-highway vehi-
cle recreation areas, as well as opportunities for hunting, fishing,
and sightseeing across the forest.

Providing recreational opportunities is increasingly expensive.
Massive use requires stadium-style maintenance to maintain the
facilities to standard. Facilities wear out fast, and in addition to re-
ceiving heavy use, they are often heavily vandalized. Recreation on
the Angeles is a high-volume, high-cost program. As requirements
and the need for administrative procedures, environmental anal-
yses, law enforcement, legal assistance, appeals, and the Freedom
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of Information Act requests increase, the cost of doing business es-
calates. To gut it quite simply, less dollars get to the ground as
services to the recreating public. The high cost of providing services
coupled with declining budgets has made it more and more difficult
to meet the demands of an increasing population.

Appropriated fundin§ for the Angeles National Forest recreation
program has dropped from $4.1 million in 1991 to $2.5 million in
fiscal year 1997. Since the mid-1980s, the forest has utilized alter-
native methods of providing services to the public. Concessionaires
run the major campgrounds; volunteers and interpretive associa-
tions operate our visitor centers and maintain trails; cooperators
educate first-time visitors and clean up high-use canyons; and
State grants fund off-road vehicle facilities. Even with all these
major programs, the overall level of services continues to decrease
annually.

General recreation costs for clean up, dump fees, toilet pumping,
general information, and repair and maintenance of smaller sites
do not lend themselves to alternative funding mechanisms. To
cover the costs of general recreation, the forest needs expanded fee
authority.

I woul}c'l like to talk, Mr. Chairman, just briefly about the Recre-
ation Fee Demonstration Program as we have experienced it on the
Angeles. The Angeles National Forest, along with three national
forests in southern California-——the Cleveland, Los Padres and San
Bernardino—formed the Enterprise Forest concept to explore ways
to utilize entrepreneurial methods to improve services. The Enter-
prise Forest uses Recreational Fee Demonstration Programs au-
};‘hor.ity to improve general recreation services across southern Cali-
ornia.

The Enterprise Forest developed a recreational fee demonstration
project called the National Forest Adventure Pass, which is based
on the premise that all national forest recreational experiences
have a basic value. The project tests whether the fees paid will re-
?ult in improvements on the ground and improved customer satis-
action.

Forest recreationists are required to display an Adventure Pass
on their vehicle while recreating in the t}c)mr southern California
National Forests. The Adventure Pass is sold at Forest Service of-
fices and by over 385 private vendors. Revenues from Pass sales
are invested in improved services to the recreating public.

A business plan was prepared to outline the mechanics of the
Pass program, describe the communications planning effort and
grovide the financial analysis. The financial analysis was prepared

y the Forest Service and Dr. Jerrell Richer, Assistant Professor of
Economics at California State University, San Bernardino. This fi-
nancial analysis developed a framework for estimating net reve-
nues. An initial survey determined the optimal price combination
for daily and annual passes. That price combination, along with
survey-based projections of how many visitors would purchase daily
versus annual passes, use projections, cost projections and histor-
ical compliance rates, provige({ the analysis necessary to plot costs
versus revenues by quarter.

The communications and marketing plan addressed the methods
and schedule for introducing the Adventure Pass to employees, for-
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est users, community leaders, national organizations, elected offi-
ciall)?, tribal governments, permittees, cooperators, and the general
public.

The Adventure Pass Program is a success in its first year of im-
plementation. Actual costs and revenues have tracked projections,
except for during the winter when revenues were lower due to El
Nino weather conditions. To date, the Angeles has received
$405,604 to invest in improved services.

The majority of the public has voiced its support of the National
Forest Adventure Pass. Surveys have shown that 46 percent feel
they are better off with the Adventure Pass, 20 percent are not
sure and 12 percent feel they are worse off. The 12 percent of visi-
tors surveyetf who felt they were worse off, generally oppose paying
for services they felt should already be covered by their taxes. The
Angeles National Forest has not encountered any organized or
widespread opposition to the program. In fact, numerous letters of
support have been received by the forest as well as lots of positive
comments to our field personnel.

The cornerstone of support, as determined by survey responses,
is the commitment that the revenues are returned to where they
were collected and that Congress nor the agency offsets the appro-
priated funding by the revenues brought in. If that premise dis-
appears, then the program is going to go down the toilet.

Survey participants stated that the improvements they wanted
most were more and cleaner restrooms, more trash facilities, better
protection of the environment, better trail maintenance and more
visitor information. On the Angeles National Forest, net revenues
have been used to clean restrooms more frequently, to repair and
paint restrooms and to rent more portable toilets and trash
dumpsters. Net revenues have also increased trash pick ups, fund-
ed graffiti removal, funded trail maintenance, extended visitor cen-
ter hours, purchased informational signs, hired field employees to
assist visitors, funded installment of bear-proof trash bins, in-
creased patrols, and funded minor repairs of picnic areas and
campground facilities.

I have got a report of accomplishments that we have done with
the funding that I would like to submit for the record.

Mr. HorN. Without objection, it will be included at this point in
the record.

[The information referred to follows:]
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Unlted States Forest Angelas 701 N. Santa Anita Avenue
Department of Service National Arcadla, CA 91006-2725
Agriculture Forest 626-574-5209 Text (TTY)

626-574-1613 Yolce

Fiie Code: 2300
Date: July 29, 1998

Congress of the Unlted States

House of Representatives

Committee on Government Reform ans Oversight

Subcommittee on Government Management, Information and Technology
ATTN: Matthew Ebert

Room B 373

Rayburn House Office Buliding

Washington D.C. 20315

Dear Mr. Ebert:

Thank-you for the opportunity to spesk at the hearing on "Oversight of the
Management Practlices at the U.S. Forest Service™ on July 7th, After Iistening
to the other speskers, | wanted to submit additionai information for the
record,

I would llke to address three Issues thet were raised at the hearing:

1. tLevel of support or opposition for the Recreation Fee Demonsiration
Program, or specificaliy, the National Forests Adventure Pass program
in southern Cattfornia,

2. Cost of providing open space opportunities, and

3, Cost of the Adventure Pass program,

Y. leyel of Suppart or Opposition fo the Adventure Pass program

| have enclosed the cumeulative results from quartely surveys conducted in fall
1997, winter 1998 and spring 1998 by Dr. Jerreli Ross Richer, Assistant
Protessor of Economics at California State University, San Bernardino, The
survey results represent a sampie of 1,342 visitors at 90 ramdomiy selected
locations across the four southern Callfornia Forests, i.e., the Mexican border
+o Monterey County.

My reason for submitting the survey results for the record is to demonstrate
that aithough a number of speakers at the hearing expressed opposition to the
program, and cited that the public !n general opposed the program, only 12-133
of our surveyed visitors answered survey questions in a way that indicates
opposition. On question F13 In the enclosed survey, 137 answered that they

Caring for the Land and Serving Peopie
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would not buy an Adventure Pass next year. 12§ answered survey question #17
that the Adventure Pass program s|lightly or greatly diminished their recreation
experlence. 12% answered survey question #18 that they were worse off because
of the Adventure Pass Program,

Many speakers at the hearing visited the Los Padres National Forest. 25 of the
locations surveyed were on the Los Padres National Forest, which includes the
Santa Barbara and Ojal areas.

Although | would Iike to see 100% of the survay participants express support
for the Adventure Pass Program, | am pleased to report that oniy 12-13%
indlcate opposition,

2, Cost of Providing Opep Space Qpportunitias

Speakers at the hearing stated that the recreation opportunities desired were
simply hiking or ‘enjoying the open space without the beneflt of facilitlies, and
therefore, additional funds were not necessary.

Whan tens of mlllions of visitors simply enjoy the open space or take a stroill
in the Forest, there are major impacts and high costs to provide safe
opportunities end to protect the environment.

Some Adventure Pass investments extend hours of operatlon at visitor centers or
operate, maintain and repair campgrounds and picnic areas. The majority of
investwents, however, provide asslstance to visitors In the Forests, plick-up
trash, remove graffiti, provide additional portable tollets, clean the existing
toilets mora fraeyuently, malntain trails and provide informatlon and signage.

These investments not only directly provide services to visitors, but protect
the natural environment by educating visitors on the proper use of the Forest
and by cleaning trash and providing sanitation facllities. In additlon, fleld
personnel providing services to the pubiic are oxtinguishing abandoned
canptires and correcting hazardous situations as they see them.

3, Cost of the Adventure Pass Program

Costs of the program detailed by speakers at the hearing do not reconcile with
the budget data for the project.

As of March 31, 1998, $1,755,531 has been collected. Of the total do!lars
collected, $87,779 has been reserved for the 5% agsncy fund, per the
legislation; 3125,000 has been collected from vendors for passes that have not
yet been sold to the public; 5522,334 has been spent on salary, operating
costs, sicnage and printing as a cost to run the program; and 51,020,073 has
been distributed to the Forests for Improved services to the public at the
ground level.

Caring tor the Land and Serving People

FS-5200-28 (7-82)
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| personally support the Adventure Pass program ss a means of contlinuing to
provide the services the public needs and wants. After a year of operation, we
have collected enough reveanues to cover costs and return most revenues to the
ground for Improved services the publlic asks for. Most Importantiy, our
surveys show that our public Is willing to invest In thelr Forests.

Please contact myseif, Susan Swinson, Deputy Forest Supervisor, Ralna Fulton,
Recreation and Lands Officer, or Gail Wright, Pubtic Affairs Offlcer for
further informetion at (626) 574-1613, :

Sincerely,

Fofest Supervisor

Enclosure

@ - Caring for the Land arxt Serving Peaple
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Mr. ROGERS. The Angeles National Forest welcomed the oppor-
tunity to test expanded fee authorities. As part of the Enterprise
Forest, the Angeles National Forest has proven the success of ex-
panded fee authorities to provide general recreational opportunities
that would not be available without these fees. The forest fully sup-
ports the continuation of the test to learn how best to serve the
public with fee programs and ultimately permanent recreation fee
demonstration program authority.

Through the Enterprise Forest, processes have been developed or
streamlined to increase efficiency and accountability, such as direct
deposit processes with the Bank of America, utilization of a na-
tional contract with FedEx to track the delivery and cash payments
of the Adventure Pass to vendors, an open invitation to businesses
and cooperators to participate in the vendor program, and develop-
ment of data bases to track sales and revenues.

I would like to briefly comment on the financial management as-
pects of the questions that you were asking. The Angeles has reor-
ganized to stay within our budget and to operate more efficiently.
Efforts to reduce administrative overhead, however, does not re-
duce the administrative workload, but instead shifts these respon-
fs'iblicllities to other staff officers, making them less available to the
ield.

We have been implementing the National Financial Management
Action Plan. Specifically, we have identified and corrected known
deficiencies in our accounting data and are committed to improving
its reliability. Our actions are designed to improve the timeliness,
credibility, and usefulness of our financial information for users
and the public.

I have a brief comment on the cooperative Knutson-Vandenberg
Fund. The Angeles National Forest has a very small timber pro-
gram. It collects K-V funds from the sales of 300-400,000 board
feet of timber annually, which is used as personal fuel wood. The
forest has no commercial timber sales. Forest-wide, we invest ap-
proximately $18,000 to $20,000 a year in K-V funds on timber
stand improvement for release, pruning, underburning, thinning
for forest health, based on sale area betterment plans. Fiscal year
1998 planning is for 154 acres of timber stand improvement funded
by K-V dollars. Our K-V overhead is running at 11 percent of the
total program.

1 want to thank you for the opportunity to address you and at
this time I guess we are open to questions.

[The prepared statement of Mr. Rogers follows:]
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SUPPLEMENTAL STATEMENT OF
MICHAEL J, ROGERS
FOREST SUPERVISOR, ANGELES NATIONAL FOREST

before the
Committee on Government Reform and Oversight
Subcommittee on Government Management, Information, and Tecbhnology
United States House of Representatives
concerning

Management Practices on the Angeles National Forest

Bellflower, California
July 7, 1998

Mr. Chairman and Members of the Subcommittee:

1 appreciate the opportunity to come before you today to discuss the management practices on the
Angeles National Forest as they relate to the Forest Recreation Program and Recreation Fee
Demonstration Program, the Financial Management of the Forest, and the Knutsen-Vandenburg (K-V)
Funds.

Deputy Chief Ron Stewart has given you the overview of the Forest Service and the laws and
regulations by which we manage the land. 1am responsible for the overall management of the Angeles
National Forest, which was created on December 20, 1892, as the San Gabriel Timberland Reserve by

President Benjamin Harrison.

In addition to providing 35% of the local water supply, the Forest Service serves as the backyard for
over 15 million people in the Los Angeles Basin, and boasts over 30 million visitors a year, more than
Yellowstone, Sequoia/Kings Canyon, and Yosemite National Parks combined. As you sit here today,
you could be enjoying the beauty of the Forest in less than an hour’s drive just to the north of here. You

can well appreciate how it serves the recreational desires of millions of people in the Los Angeles area.
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Let me address a few specifics of the various issues identified and then I will be happy to address

questions.

Recreation Program on the Angeles National Forest

Recreation is the predominant use of the Angeles National Forest, which receives over 30 million visits
a year. Recreation management of the forest is characterized not only by high use, but by a number of
complicating factors. Most of Los Angeles County residents are within an hour’s drive from the forest
and predominately use the forest for day trips. Over a third of the forest boundary is shared with
suburban homeowners. Because the forest is close to area residents and is used primarily for day trips,
many visitors are not prepared for the hazards and changes in weather conditions they may encounter.
Proximity and high use intensify the number of emergency incidents, violations, and crimes on forest
land. The recreating public looks to a relatively small number of useable acres for numerous, often non-
compatible uses. Many cultures utilize the Forest for recreation, requiring managers to understand the
values and needs of many groups. Southern California’s climate allows for year-round use of most of

the Forest.

The Angeles provides 878 miles of trails, 66 campgrounds, 36 picnic areas, boating on 3 lakes, fishing
on 5 lakes, 5 ski areas, and 618 summer cabins, as well as opportunities for hunting, fishing, and sight-

seeing across the Forest.

Providing recreational opportunities is increasingly expensive. Massive use requires stadium-style
maintenance to maintain the service to standard. Facilities wear out fast, and in addition to receiving
heavy use, facilities are heavily vandalized. Recreation on the Angeles is a high-volume, high-cost
program. As requirements and the need for administrative procedures, environmental analyses, law
enforcement, legal assistance, appeals, and Freedom of Information Act requests increase, the cost of
business escalates. To put it simply, less dollars get "to the ground” as services to the public. The high
cost of providing services, coupled with declining budgets, has made it more and more difficult to meet

the demands of an increasing population.
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Appropriated funding for the Angeles National Forest recreation program has dropped from $4.1 million
in FY 1991 to $2.5 million in FY 1997. Since the mid-1980s the Forest has utilized alternative methods
of providing services to the public. Concessionaires run the major campgrounds; volunteers and
interpretive associations operate visitor centers and maintain trails; cooperators educate first-time
visitors and clean-up high-use canyons; and state grants fund off-road vehicles facilities. Even with

these major programs, the overall level of services decreases annually.

General recreation costs for clean-up, dump fees, toilet pumping, xeneral information, and repair and
maintenance of smaller sites do not lend themselves to alternative funding. To cover the costs of general

recreation, the Forest needs expanded fee authority.

Recreation Fee Demonstration Program

The Angeles National Forest, along with the other three national forests in southern California (Los
Padres, San Bernardino, and Cleveland), formed the Enterprise Forest to explore ways to utilize
entreprenuerial methods to improve services. The Enterprise Forest uses the Recreational Fee
Demonstration Program authority to address maintenance backlog and to improve general recreation

services across southern California.

The Enterprise Forest developed a Recreational Fee Demonstration Project called the National Forest
Adventure Pass, which is based on the premise that ail National Forest recreational experiences have a
basic value. The project tests whether the fees paid will result in improvements on the ground and

improved customer satisfaction.

Forest recreationists are required to display an Adventure Pass on their vehicle while recreating on the
four southern California National Forests. The Adventure Pass is sold at Forest Service offices and by
over 385 private vendors. Revenues from Pass sales are invested in improved services to the recreating

public.
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A business plan was prepared to outline the mechanics of the Pass program, describe the
communications planning efforts, and provide a financial analysis. The financial analysis was prepared
by the Forest Service and Dr. Jerrell Richer, Assistant Professor of Economics at California State
University, San Bernardino. The financial analysis developed a framework for estimating net revenues.
An inital survey determined the optimal price combination for daily and annual passes. That price
combination, along with survey-based projections of how many visitors would purchase daily versus
annual passes, use projections, cost projections, and historical compliance rates, provided the analysis

necessary to plot cost versus revenues by quarter.

The communications and marketing plan addressed the methods and schedule for introducing the
Adventure Pass to employees, forest users, community leaders, national organizations, elected officials,

tribal governments, permittees, cooperators, and the general public.

The Adventure Pass Program is a success in its first year of implementation. Actual costs and revenues
have tracked projections, except for during the winter when revenues were lower due to EI Nino weather

conditions. To date, the Forest has received $405,604 to invest in improved services.

The majority of the public has voiced its support of the National Forest Adventure Pass. Surveys have
shown that 46% feel that they are "better off" with the Adventure Pass, 20% are not sure, and 12% feel
they are "worse off". The 12% of visitors surveyed who felt they were worse off generally opposed
paying for services they felt should be covered by their taxes. The Angeles National Forest has not
encountered any organized or widespread opposition to the program. Numerous lerters of support have

been received by the Forest.

The cornerstone of support, as determined by survey responses, is the commitment that the revenues are

returned to where they were collected and that Congress does not offset appropriated funding.
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Survey participants stated that the improvements they want most are more and cleaner restrooms, better
protection of the environment, better trails, and more visitor information. On the Angeles National
Forest, net revenues have been used to clean restrooms more frequently, to repair and paint restrooms,
and to rent more portable toilets. Net revenues have also increased trash pick-ups, funded graffiti
removal, funded trail maintenance, extended visitor center hours, purchased informational signs, hired
field employees to assist visitors, funded installment of bear-proof bins, increased patrols, and funded

repair of picnic area and campground facilities.

The Angeles National Forest welcomed the opportunity to test expanded fee authorities. As part of the
Enterprise Forest, the Angeles National Forest has proven the success of expanded fee authorities to
provide general recreational opportunities that would not be available without these fees. The Forest
fully supports continuation of the test to Jearn how best to serve the public with fee programs and

ultimately permanent recreational fee demonstration program authority.

Through the Enterprise Forest, processes have been developed or streamlined to increase efficiency and
accountability, such as a direct deposit process with Bank of America, utilization of a national contract
with FedEx to track the delivery and cash payments of the Adventure Pass, an open invitation to
businesses and cooperators to participate in the vendor program, and development of data bases to track

sales and revenues,

Financial Management

The Forest has reorganized to stay within our budget and to operate more efficiently. The effort to
reduce administrative overhead does not reduce the administrative workload, but instead shifts these

responsibilities 1o other programs.
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We have been implementing the National Financial Management Action Plan. Specifically, we have
identified and corrected known deficiencies in our accounting data and are committed to improving its
reliability. Our actions are designed to improve the timeliness, credibility, and usefulness of our

financial information for users and the public.

Cooperative Work Knutson-Vandenburg Fund

The Angeles National Forest collects K-V funds from the sales of 300-400 thousand board feet (mbf) of
timber annually as personal use fuelwood. The Forest has no commercial timber sales. Forest-wide, we
spend approximately $18,000-20,000 a year in K-V funds on timber stand improvement for release,
pruning, underburning, thinning for forest health, based on sale area betterment plans. Fiscal year 1998
planning is for 154 acres of timber stand improvement funded by K-V dollars. K-V overhead is 11% of

the total planned program.

Closin

Thank you for giving me the opportunity to address this committee. I am willing to answer any

questions you may have.
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Mr. HorN. Well, we thank you both very much. Mr. Davis will
begin the questions.

Mr. Davis. Let me ask what effect the change in accounting pro-
cedures applicable to the road prism costs has done, you came out
with some changes and that has had a fairly significant impact and
I wonder if you could discuss it.

Mr. STEWART. Previously, we had considered—we had calculated
road prism costs in our timber sale program as a long-term land
investment and therefore, it was not annualized.

Mr. DAvis. Road prisms are——

Mr. STEWART. The actual road bed itself. And so it could be con-
sidered—some might consider it an investment, a long-term invest-
ment.

Mr. DAvis. The costs that go into that are the cutting of the
trees, the clearing——

Mr. STEWART. 1t is the actual construction of the road bed and
the gravel and everything that goes on it.

Historically we had not considered it as an annual cost of the
timber program. There had been no accounting, Federal accounting
standard, and so we used the standard that had been used in pri-
vate industry. The Federal board that establishes accounting proce-
dures, GAO being a member of that, changed the accounting stand-
ard for 1997 to include it as an annualized cost to be actually
costed out on the particular timber sale program. The end result
of that was to add about $51 million to the cost of the timber pro-
gram over what would have historically been reported. The net re-
sult—the year before, the timber program nationally overall was
deficit about, as I recall about $15 million, and this year, the most
recent report; which is for fiscal year 1997 shows a deficit of about
$88 million.

Mr. Davis. Does GAO have any comment on that?

Ms. CALBOM. I will just comment briefly. The statement that Mr.
Stewart is referring to is one the Federal Accounting Standards
Advisory Board [FASAB] developed, and the purpose of that state-
ment is to take assets of the Federal Government that are consid-
ered to be stewardship assets off the balance sheet and put them
on a different statement called a stewardship report. And land, of
course, is one of the major assets of the Federal Government. The
vast majority of land that the Federal Government owns had never
been recorded on the financial statements of any of the agencies.
What this standard does is say let us take those assets, let us
record them, show them as stewardship assets so we can track
them, and we track their condition and continue to show those as
national assets—or start to show those as national assets, but not
on the balance sheet, because they are considered to be, you know,
a different type of asset than you traditionally would have.

But the road prisms are defined under that standard as part of
the land. So they get swept into that stewardship accounting. And
we have actually just recently been asked to look at this very issue
and are in the process of doing that.

Mr. Davis. What does that do from an appropriations and spend-
ing—what does that do, force us to make adjustments in that, obvi-
ously?
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Mr. STEWART. The costs are incurred one way or another in
building the road, so it has no fundamental effect, I do not think,
in terms of appropriations necessarily. What it does is it affects the
way you account for the prism and therefore the profitability of the
timber program.

Ms. CALBOM. I might just make one more quick comment. While
GAO has not done any recent work on the TSPIRS system, I do
know that it does not feed into the financial reporting system that
is used for preparing financial statements. Technically you would
not have to apply that standard to TSPIRS, but you would probably
want to for consistency’s sake. But technically because it does not
feed into the system where you prepare the financial statements,
you would not necessarily have to apply it.

Mr. Davis. Well, TSPIRS has changed in the different categories
now. They now recognize different categories of sales and from
what I understand, the bulk of the sales now are for timber com-
modity, only 23 percent are for forest stewardship and 5 percent
are for personal use roughly, is that——

Mr. STEWART. The figures I have, just a comparison, when we
started making those determinations of separating the kinds of—
the purposes of the timber program, the first year I believe was in
fiscal year 1993. That year, 71 percent of the harvest volume was
removed for timber commodity purposes. By 1997, it was only 52
percent. And what we have seen is a corresponding increase in the
other two categories, most of what is called the stewardship cat-
egory, which are timber harvests for other purposes, such as fuels
management, wildlife habitat improvement, and other reasons, as
well as a small increase in the personal use, which happens to be
the largest category and the only category I think on the Angeles
fI}Iatlilonal Forest. That would include firewood harvesting and so
orth.

Mr. Davis. I mean nothing is more controversial in Congress
than when you get into the whole timber sales issue. It is rural
versus urban and just different views on that and it is something
we have addressed each year in appropriation bills and probably
need to come to grips with on a permanent basis. So I am just in-
terested in getting it into the record.

Do you have an advisory committee or other body to accept pub-
lic input on the management of the fees collected?

Mr. STEWART. You know, I do not believe we do. We have a plan
with each of the forests that are participants in it to get public
input both before they initiate the demonstration project, but also
to help evaluate it as it goes along.

Mr. DAvis. Would it be a good idea to maybe establish one like
that and get the input?

Mr. STEWART. It is certainly something we should look at.

Mr. Davis. Do you have any thoughts on that?

Mr. MEISSNER. No.

Mr. Davis. A witness we are going to hear from later on says
that the Forest Service does not have the authority to take the
overhead from the K-V Fund. Is the Forest Service currently au-
thorized to take overhead expenses, in your judgment, and are
there any limitations on that authority, and does the headquarters
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of the Forest Service give any guidance on what the amounts are
that would be allowed?

Mr. STEWART. First of all, it is the Government’s contention that
we do have that authority. The brief that I am proposing to submit
for the record does lay out the Government’s legal argument. That
is the fundamental question. The lawsuit has actually three dif-
ferent charges, but the fundamental one is do you have that au-
thority. If the courts determine no, then the other two issues are
moot.

There has been no specific guidance on overhead charges except
broad definitions of what kinds of things can be considered as over-
head and one of the things that is in the new review will be a con-
sistent definition, which will tighten that up and leave less flexi-
bility for local units to interpret.

Mr. Davis. 1 know firefighting is something that can be used
under the K-V funds, but they are supposed to be reimbursed, are
they not?

Mr. STEWART. The authority for emergency firefighting is that
the Service can use any available unexpended funds, and in gen-
eral, the K-V Fund has been a large fund sitting there and it has
been the one used. As indicated in the earlier testimony, we then
have to go back and specifically request to have the money reim-
bursed. Congress sometimes gives us all or some of it. They did
give a fair amount back this last time and it has been put back into
the fund, but by no means has all of it been put back. There still
is an outstanding amount of I think $300 and some odd million
that is still——

Mr. MEISSNER. $493 million at the beginning of fiscal year 1998.

Mr. Davis. Almost half a billion dollars.

Mr. MEISSNER. Oh absolutely.

Mr. Davis. What could you do with half a billion dollars if you
had that for reforestation today? What could that buy us?

Mr. STEWART. Planting a lot of acres, wildlife habitat improve-
ment, there is a whole range of things that that money was
planned for use. In other words, it is not an optional thing, there
is a plan for each of those sale areas that says specific activities
are to be conducted.

Mr. DAviS. I am just trying to understand. If money either had
not been taken initially or was reimbursed by appropriation, I go
back to my constituents and say here is what we are getting by
doing this. Can you quantify it more than saying planting a whole
lot of acres? I mean, that does not——

Mr. STEWART. We can probably get you some pretty good esti-
mates.

Mr. Davis. I think it would be helpful to know what this money
could buy us in the short term.

Mr. STEWART. I will be glad to provide the information.

Mr. Davis. In terms of implementing the plan, and if we had
this, what we could show for it?

Mr. STEWART. We will be glad to provide that for the record.

Mr. Davis. I think that would be helpful.

Mr. HORN. I wonder if the gentleman would yield for a minute
on this point?

Mr. Davis. I will be happy to.
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Mr. HORN. It just seems to me, listening to that exchange, that
we might say—and if that is not true, tell me—that we put a raid
on the Knutson-Vandenberg Fund and then we send it up to Con-
gress and say well, gee, if they do not completely refill it, that pot
that we just raided for fire problems—which is understandable to
a degree—that then that is Congress’ fault. Meanwhile, we are los-
ing the opportunity for reforestation. Now it seems to me that what
I would like to have at this point in the record is the last year of
fires, where did you take the money from, how much was in that
account to start with and include the Knutson-Vandenberg Fund—
I realize you have got a real problem when you have fires breaking
out in Yellowstone and all over the place, you are talking about
hundreds of thousands of acres—but I think that would sort of clar-
ify. Are we just dipping into this one because this is handy and
Congress thinks it is a good thing so they will put more money
back? Some in Congress might not think it is a good thing and do
not care about it, and that bothers me, because it seems to me the
whole idea of that trust was to make sure that you redid for future
generations what you have just cut for a current generation.

So without objection, that exhibit will be in the record at this
point.

[The information referred to follows:]
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ENCLOSURE B: Estimate of Projects $493 million in KV Would Cover
(to transcript for July 7 and 9, 1998 hearings by Subcommittee on Government Manage-
ment, Information and Technology); responds to transcript page 48, line 1083.

prepared by Tom Peterson, Forest Management, USDA Forest Service, 12/14/98, 2pages

Response to request as to the amount of work, by activity, that can be accomplished if the
$493 million loan to the fire fund from the K-V fund were to be repaid. Assumptions
used in completing the Table below:
1- SAI (Sale Are Improvement) work was broken down by the following %’s;

a. 39% reforestation

b. 33% TSI (Timber Stand Improvement)

c. 17.5% Wildlife, Fish and TE&S

d. 1.4% Grazing Management

e. 1.8% Range Vegetation Management

f. 1.6% Recreation

g. 4.8% Soil, Water and Air

h. 0.7% Fire operations

2- The above percentages were applied to the $493 million total to determine the
monies associated with each activity. See "Total Dollars Needed" column in table below.

3- Average planning costs per unit of output were utilized to determine the ap-
proximate number of units that could be accomplished. See "Total Units and Unit of
Measure" column in table below.



Program Title

Total Units and Unit of

Total Dollars Needed

Measure

Forestland Vegetation Mgmt

--Reforestation ~415,000 acres $191.3 million
--Timber Stand Improvement ~633,000 acres $164.7 million

Wildlife and Fish Habitat

Mgmt

--Wildlife Habitat Treatments ~41,550 acres $5.9 million
--Inland Stream Habitat Trtmnts. ~100 miles $0.8 million
--Inland Lake Habitat Trtmnts. ~65S5 acres $0.7 million
--Anadromous Stream Habitat Trt ~66 miles 50.8 million
--Anadromous Lake Habitat Trts ~245 acres $0.7 million
--TE & S Activities N/A $0.9 million
Grazing Management $6.9 million
--Structural Improvements ~601
--Grazing Allotments ~732
--Allotments Managed to Std. ~5968
Rangeland Vegetation Mgmt $8.8 million
--Non-structural Improvements ~26,269 acres
--Noxious Weed Treatments ~17,73! acres
Recreation Management
--Trails Maintained ~8667 miles $7.8 million
Soil, Water and Air Mgmt
--Watershed Improvements ~20,609 acres $23.7 mitlion
Fire Operations
--Hazardous Fuel Reduction ~140.000 acres $3.5 million
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Mr. STEWART. The other thing I would like to say, if I could, is
both the administration and the appropriations subcommittees in
the House and Senate have been wrestling with this issue of how
we deal with the firefighting costs. They have increased that budg-
et in recent years. There have been several approaches as to how
that could be done. So far, it is not totally resolved and there is
still—if you had a 1996 fire year or a 1994 fire year or a 1987, was
it, that we had the big one here in California? We probably would
still have some difficulties, even with the increased appropriations.
Again, the authority is that if you are actually fighting fires, you
can use any available fund. Then you have to go back and get it
reimbursed.

Mr. Davis. The other question the chairman had is what are the
other funds you are taking it from? Obviously the trust fund is sit-
ting there and it is kind of helpless, it just lies around. Over the
long term, if this money is not replenished, you will defeat the
whole purpose of the Knutson-Vandenberg Act and it would just be
good to be able to quantify and go back and say here is what we
could have done if we had done this thing appropriately or not had
to take money out of the fund.

Mr. STEWART. We will be glad to do that.

Mr. DaAvis. It will give a better understanding I think to the
Members.

Mr. MEISSNER. Mr. Davis.

Mr. Davis. Yes.

Mr. MEISSNER. We might be able to help a little bit with some
numbers. When we did the work in June 1996, the Forest Service
had outstanding about $942 million worth of projects in the K-V
Fund. So at the time that they were roughly $420 million in the
hole, they had $942 million worth of projects to do. As Mr. Stewart
said, they were already lined up as projects to be done, so——

Mr. DAvis. So these get delayed or not done or whatever.

Mr. MEISSNER. That is a big difference. Obviously that is half of
it lfh(?t could not be done because the money had not been replen-
ished.

Mr. Davis. I guess my question is which half did not get done?
And the other question I tried to ask earlier is how do we deter-
mine what projects are done? Is there an advisory committee to
help on some of these items, to help ferret it out so that we are
not constantly having these other fights in terms of setting the pri-
orities? How do you set those priorities and what groups are just
advisory to the Forest Service in trying to do it?

Mr. STEWART. The simple answer on the individual sale is that
the priorities are set by the plan that is done in advance of the
sale. The bigger question is when money is tight, where the invest-
ment goes around the country, that is a different question and I do
not have with me an answer to that, but I am sure we can get you
one.

Mr. Davis. Let me ask a couple of questions of the GAO. The
subcommittee received a report that the Forest Service had lost
some firearms. Did your review uncover anything of this nature?

Mr. MEISSNER. No.

Mr. Davis. And you noted that the Forest Service has problems
with internal controls. Could you talk about the internal controls
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for the non-auditors that are present? And given the lack of inter-
nal controls, is it conceivable that equipment could be stolen and
not detected?

Ms. CALBOM. Yes, it is, and one of the big problems, as I men-
tioned, is this lack of safeguarding controls over assets. It is con-
ceivable that assets could be stolen and no one would even know
it.

Mr. Davis. OK. Was any property or equipment discovered to be
lost as a result of the recent audit?

Ms. CALBOM. None that I am aware of. Again, we have not seen
the 1997 results, but what you have to realize is because there
have never been good inventories to begin with, even if something
was missing it could go undetected. If you do not have a baseline
to begin with, how in the world would you ever know something
is missing.

Mr. DAvis. And let me ask the Forest Service, I understand the
Forest Service was among the early leaders among agencies for the
Government Performance and Results Act. Has the strategic plan-
ning process affected your activities at all and could you describe
how and what do you consider your key outcomes here in the Ange-
les National Forest?

Mr. STEWART. The latter part of your question I will let Mike
Rogers answer, but one of the things I would like to say—and I
think the reason why the Forest Service did embrace GPRA, the
Results Act, as Members of Congress call it, for good reason, is that
it probably represents the first really good management tool, com-
plete tool. The Forest Service has been doing strategic planning for
a long time, the Resources Planning Act has been around for quite
a number of years. But there is no teeth in it. We can come forward
with a recommended program and it often was not tied to reality,
it was tied to what we would like to see in the future, without any
ties back to budget realities.

The nice thing about GPRA is it has not only a strategic plan but
also an annual performance plan which is tied to budget and an
annual performance report. Sometime early next year, we will
produce for Congress a report that says here is what we said—well,
pardon me, at the end otp 1999, which is the first year that there
will be a full performance plan—we will report back to Congress,
here is what we said we were going to do and here is what we did
do. If we did not do what we said, here is what we are going to
do to fix it. That is the first time I know of anywhere in Govern-
ment where we have used what essentially probably has been com-
mon practice in business. It has changed the way we have done
business, it has focused us. One of the things we are stuck with
is that in the change from sort of the historic commodity programs
to more of a land stewardship kind of role and ecosystem manage-
ment, many of the measures that we have been using to track our
Performa.nce are more related to things like board feet and things
ike that, and they do not necessarily tell you a good measure of
the land, and so we are having to develop new measures. Many of
those are not the sort of thing that you can report annual change
in. In other words, investments in a watershed to improve the wa-
tershed may not show effects for 5 or 10 years. In the meantime,
we need to be accountable for the investments we make on an an-
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nual basis. So we are wrestling with how you tie short-term ex-
penditures to long-term change. And we have some thoughts on
that, we are not unique in the natural resource arena, there is a
natural resource forum that includes EPA and the other natural re-
source agencies wrestling with how we do this very thing.

Finally, we have taken the performance plan concept one step
further and we disaggregated the performance outputs in that plan
down to the regions and the regions probably in turn have done
that down to the forest level, and included key indicators in the
performance plan, in the individual performance, for people like
Mike Rogers and myself. So what it is tending toward is to provide
personal accountability for achieving the outputs that we said we
were going to produce.,

In terms of how that plays out and what are the important
things for the Angeles, I will let Mike respond to that.

Mr. ROGERS. Your question is very appropriate. The Angeles is
a lot different as a national forest than tﬁe other 155 national for-
ests. The southern California forests, for that matter, are different.
When you look at the Government Performance Results Act, it is
about commodity production and we are service providers. So very
few of the components in the Government Performance Results Act
apply directly to these four forests. When you look through the list
of tangibles that we have to report back on, we are not in there,
we do not do those kinds of things, we do not produce board feet.
So there is a lot of work that is going to have to be done to make
it fit for the unique forests that are service providers rather than
commodity producers,

Mr. Davis. Thank you.

Mr. STEWART. If I might just add one thing, one of the issues be-
fore us here is financial management and the whole accountability
issue. One of the three strategic goals in that plan—there are three
strategic goals. One of them is organizational effectiveness.

When we did consultation with the key committees on the Hill,
they initially argued that that was not an appropriate strategic
goal, I mean that is just something that should be expected. I think
as they heard more and more about some of our problems with in-
formation, they recognized the need for it and now generally accept
it. In that one, we have specific goals related to both financial man-
agement and information management in general. Those also are
disaggregated to appropriate line officers and fiscal agents and so
forth within the organization for accomplishment.

Mr. HorN. I want to commend you on working on those perform-
ance indicators. We regard this in terms of the leadership of the
House, this subcommittee, as the most important thing we could be
doing and the executive branch could be doing. We have held ex-
tensive hearings on this, this proposal came out of our sub-
committee, and we have been tremendously impressed with the
State of Oregon and how they have developed performance indica-
tors, benchmarks, if you will, as to the success or failure of any of
its programs.

I was thinking as you were talking, I do not know if they have
applied it to their State forestry operations, but it might be inter-
esting to see what Oregon is doing. I think a lot of us read recently
about the Governor of Oregon, who is sort of a new breed of person
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in the governorship, an M.D., an environmentalist, and a tough-
spoken person. So I think it will be worth looking at. We will prob-
ably go out there, hold a hearing on what they are doing.

What we are trying to model all this after is what New Zealand
and Australia have already done. They are the two most reformed
Governments in the world. We are not. But in some of the cities
of America, they have certainly done a good job and I commend you
for pursuing this because first, we have got to get that financial
system working that tie dollars and cents, but we should not be
measuring achievement on just dollars and cents, we have got to
measure on what are the needs of the clientele, if you will, both
professionally, the citizens, the residents, whatever, the traveler.
To try and relate what you are doing to that is not easy. We had
a staff, the authorizing type, and the appropriations type, and our
oversight types, that went over all these plans and gave them
grades. Some of them were very good. Some of them had a long
way to go, but it is a new experience for most of the executive
branch. But 1 think most of your people, when they went to under-
graduate school, which a lot of yours have, I would think probably
got into this approach in how you analyze are you achieving some-
thing. And it is not just how many dollars you spent or all the rest
of it, it is some of those categories you mentioned.

Do you have any other news at this point as to how that is com-
ing and how it is going to be developed? It seems to me it has got
to go from the bottom up, the people that are living out there in
the forests should be the ones that are saying, “well, here are some
of the things we are trying to do.”

Mr. STEWART. One of the complaints of the current strategic plan
is initially it was developed as the Resource Planning Act proposed
program, draft program for 1995, and had been accepted by OMB
and even GAO that that would be our strategic plan. As that start-
ed through the process and people began looking at it critically,
they said it really did not meet the requirements, and so we went
through a series of iterations of rewriting of it. As it came out, it
looked somewhat different than the RPA program, which had a sig-
nificant amount of public involvement. Because of that, we have
hfld criticism that we have not involved the public in the strategic
plan.

Last week, we had a national teleconference with Forest Service
employees, hosted by the Chief, in which he laid out a strategy for
revising that plan and doing exactly what you say, beginning with
the ground up. The expectation is that the forests and other field
units of the Forest Service and the national office will begin a na-
tional dialog internally and externally with our publics to help
shape the next version of that strategic plan. It is required every
3 years—that is the requirement, you can do it in less. So our in-
tent is to try to re-examine that plan as quickly as possible.

As part of that, we have a number of efforts working with other
agencies and State foresters and others of doing as you said, trying
to come up with better measures. Because the ones we have frank-
ly—and we have been very open in admitting that—are more—they
are the easy things to measure, but not necessarily the right things
to measure, given your long term strategy.
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I disagree a little bit with Mike in that there is a whole host of
things on health of the land, but they again are not the things that
you can measure very well on an annual investment basis and we
have got to really work on that.

Mr. HorN. Did you have some more questions?

Mr. Davis. No.

Mr. HORN. Let me go back to the one Mr. Davis asked of the For-
est Service on these lost firearms. We received a report the Forest
Service has lost some firearms. Did your review uncover—have you
done any review within the Forest Service on this? Apparently g -
arms are missing.

Mr. STEWART. I am not aware of that. That does not mean it does
not exist, I am just not aware of it.

Mr. HORN. Yes, this would be a whistleblower comment and I do
not know at this point what particular forest this occurred. But
how do you deal with the equipment situation? A lot of it gets some
pretty rough use in terms of gres and snows and all the rest of it.
Wl}’at kind of an inventory system do we have in the Forest Serv-
ice?

[The information referred to follows:]
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G, United States Forest Washington Office 14th & Independence SW
i ) Department Service P.O. Box 96090
of Agriculture Washington, DC 20090-6090
File Code:  5380/6400 Date:  Septemnber 2, 1998
Route To:

Subject: Firearms

To: Thelma Strong

You had asked me to give you a response to Congressman Homn's question to Ron Stewart
concerning lost firearms within the Forest Service. Law Enforcement and Investigations (LE&I)
only inventories firearms that are assigned to law enforcement officers and special agents. The
Forest Service has many more firearms that are used by employees for cone shooting, porcupine
control, protection from bears, etc. The overall responsibility for property management and
accountability for firearms would be Property and Procurement.

The Office of Inspector General (OIG) is currently preparing plans to conduct a complete
physical inventory of all firearms owned by the Forest Service. The Forest Service awaits
completion of the inventory for the contprehensive answer on status of firearms.

If you have any questions or need further information, please contact me.

/S/Greg Nichols

GREG NICHOLS
Assistant Director
Law Enforcement and Investigations

& |
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Mr. STEWART. Of course one of the things in the GAO and OIG
audits that showed us to be deficient is that we did not have a cur-
rent inventory or did we necessarily have the value of our property,
including the physical property, land, and buildings. We have been
in the process very intensively, I know Mike was telling me yester-
day how much energy and effort they are investing into going out
appraising land values and building values and getting a full in-
ventory of materials.

I would be surprised though in the law enforcement arena or
even in the fire arena, we generally have a much better inventory
there. It is true that when you get large fires going and you are
removing equipment from the fire caches, that a lot of that equip-
ment becomes expendable. That is, batteries wear out, those kinds
of things, and equipment is broken. But they do account for it I
think fairly intensively there. The problems seem to be in other
areas where we have not kept as good record, but I would certainly
be glad to followup on this, this is news to me.

Mr. HORN. When we get more information, we will call you on
that and give it to you.

Mr. STEWART. Good, thank you.

Mr. HorN. In 1996, Congress passed a law that was sponsored
by our wonderful late colleague, Steve Schiff, who represented Al-
buguerque and just died a few months ago. It allowed the Forest
Service to lend their craft to private firefighting companies when
you have one of these fires. This program has been plagued, I am
told, by accountability problems and loaned aircraft which really
became grants. Has any progress been made on addressing the con-
cerns that were raised? I think the inspector general’s reports also
mentioned this situation. Where are we on that?

Mr. STEWART. The issue actually predated that law. In fact, the
law was written as a result of the early investigations in which ap-
parently there had been some improper use of the Aircraft Antig-
uities Act or something like that in transferring property. Some of
the newer aircraft, newer being things being built in the 1950’s and
1960’s, C-130’s and P-3’s. That law now makes it legal. We have
been in the process of finalizing the regulations and the contract
provisions to make that happen. Because of the controversy, there
has been a lot of interest in how that is going to work. It is my
understanding that that is soon to be done, it involves the Depart-
ment of Defense, since they own the aircraft, and the Forest Serv-
ice and the contractors. But we are very close to having that
worked out and that law was, again, a terrific piece of legislation.

I was, last week—one of my jobs is I am chief accident investi-
gator for the Chief’s office, and we had an air tanker go down in
New Mexico and the pilot and copilot were killed. If you look at our
aircraft fleet, it is very, very old and the opportunity to bring in
this newer, faster equipment is going to probably, in the long term,
make our firefighting forces much more effective. It is a piece of
legislation that is very welcome and has taken, unfortunately,
longer than we had hoped to work through all the negotiations
with Department of Defense and the other responsible parties.

Mr. HORN. Now has the Forest Service asked for appropriate
equipment in its budget presentation and did the Secretary ap-
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prove that? Did OMB approve it? Did the President cut it? What
happened?

Mr. STEWART. We have generally had very strong support within
the administration and in Congress, as I mentioned earlier, for our
firefighting efforts. The difference has been how you fund emer-
gency firefighting efforts. Again, I think to be fair, folks have said
with all the other immediate issues, since you have authority to
spend any available funds, it is one we will deal with as it comes
up. We have probably, both as an agency and as a Congress, sort
of overlooked some of that. But in terms of getting the equipment
we need, I think in general that has not been a problem. I will
point out that the aircraft that we use, the air tankers we use, and
a lot of the aircraft fleet that are accessible to Federal agencies and
States in terms of fire emergencies like the one in Florida are
under contract, and therefore not owned by us, and part of the fire-
fighting appropriation.

Mr. HORN. Now as I understand it, the Department of Defense
can give you excess vehicles, aircraft, that they have and just want
to retire and get a new generation. How is that working?

Mr. STEWART. Very well. A great example of it is the State of
California, one I am somewhat familiar with. Their aircraft, their
base air tanker, which is the S-2, is a surplus Government aircraft
that was a Navy aircraft that actually, as I understand it, they are
probably owned by the Forest Service and loaned to the State of
California. Much of their helicopter fleet is also surplus military,
probably owned by the Forest Service and loaned through the Sur-
plus Government Property Program to the State. It seems to work
very well. There has always been concerns about the management
of that, there have been several oversights by GAO and others of
it periodically. As far as I know, any deficiencies in that program
have been largely corrected.

Mr. HORN. Does the Forest Service have the authority to loan to
the State of California, when they have a fire problem and then
that equipment reverts to the Forest Service? How does that work?

Mr. STEWART. Generally, we are under sort of a mutual assist-
ance agreement and the closest available resources and then they
reimburse each other after the fact. So, for example, Mike Rogers
and I had the unexpected pleasure in 1993 of being down here for
the big fire siege. While there were fires on National Forest System
lands, there were a lot of them that were on county protected and
State protected lands. Nobody worried about the color of uniforms
or anything else, we fought the fire and we fought them side by
side. I think there were 15,000 Federal firefighters down here.
Many of the aircraft were under Federal contract.

After it was said and done, we kept records of whose fire they
were on and what resources were used and then we reimbursed
each other. Sometimes we find it is a wash.

Mr. HORN. Yeah.

Mr. STEWART. Therefore, you do not worry too much about trans-
ferring the records. You validate that it was——

Mr. HORN. What is going on in Florida right now, I think is a
good example of this, where they are coming from all over the
United States.
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Mr. STEWART. In fact, some of Mike’s people are down there, 1
understand.

Mr. HORN. Does the General Accounting Office have any com-
ments on this swap of equipment and inventory and so forth?

Mr. MEISSNER. We are currently not doing any work in that area.
We have simply accumulated how much money is spent for fire-
fighting—pre-suppression and suppression costs. We have periodi-
cally though, Mr. Chairman, looked at that as Mr. Stewart dis-
cussed, but we are doing nothing that is current.

Mr. HORN. Any comment to make on that?

Ms. CALBOM. Again, as far as financial management goes, there
is a real lack of controls and it gives rise to the very real possibility
that some of this equipment that is swapped or costs that are in-
curred between the different branches of Government would not get
picked up properly, therefore, we would not be able to know what
the true costs of fighting these fires are.

Mr. HorN. Well, do we have any suspicion that some of it is just
going on a black market, shall we say, being dumped somewhere,
resold as surplus equipment, that kind of thing?

Ms. CaLBOM. We do not have any information along those lines,

0.

Mr. HORN. OK. Well, since we are talking with GAOQ, could you
%'ive us in greater detail your comment on the various problems in
1nanci?al management that could result in unnecessary budget re-
quests?

Ms. CALBOM. Really a couple different areas. As an example, if
you do not have a good inventory of your equipment, you may have
a request to purchase equipment that you already have. You may
have it in a warehouse in North Dakota and not realize it. It is just
this matter of knowing what you have so that when you need it,
it is there and it is accessible.

Another example would be in the area of accounts receivable
which the Forest Service has had a very difficult time tracking, and
I know they are working very hard on this area as well. But if you
cannot properly track your accounts receivable for reimbursable
services, and therefore you do not get reimbursed, that is just less
money you have got to spend on your program activities, so you
have got to request that much more money. So it is those types of
items, the general lack of keeping the purse strings tight.

Mr. HORN. See, I mentioned earlier the situation we had with the
Pentagon where we could not find $25 billion and it is now down
to $10. The problem was they never could match their acquisition
purchase documents with their inventory. And they did not know
what they had either. When your team I think went over to look
at Department of Defense why you found missing missile launchers
and everything else, and a few boats were missing. That is hard
to believe, but nothing is hard to believe when it comes to the Pen-
tagon.

q An)‘;how, any feelings you have got on this situation? How are we
oing?

Mr. STEWART. Well, just to indicate what some of the—maybe to
confirm what some of the problems are, the Foundation Financial
Information System, which is absolutely critical, or something like
it, to be able to have a good accounting system, it was tested this

n
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year in two regions of the Forest Service, Pacific Northwest Region,
which is Oregon and Washington, the State of Alaska, which is Re-
gion 10, and the Pacific Northwest Research Station, which actu-
ally covers both of those regions. And in the implementation of
that, we discovered a number of problems, which apparently were
unanticipated. But one of the things—just to understand some of
the complexity of this thing and, you know, we share, the agency
shares in creating some of the complexity and a lot of others do too.
I think there is enough blame to go around in this one in terms
of creating a monster. But there is something like 75 million trans-
actions a month that are entered in nationally, not just in those
areas in the test, and there are 800 data points. So trying to get
quality control of the information entered has been virtually impos-
sible. Plus I have forgotten how many millions of management
codes we have, some o? which have only $5,000 deposited. Nobody
has ever asked the question what information do we need to man-
age the agency. And I would like to say being a forester, it is prob-
ably because people like me were running the outfit and our knowl-
edge and interest was on the natural resource side and frankly,
that is where the public’s and Congress’ has generally been. It is
when we started and when OIG and others really began looking at
a lot of those that we began realizing just how inadequate our fi-
nancial information is to make good decisions.

You made a point earlier that I would like to re-emphasize, and
that is that if we do not get good financial information, we might
as well give up the rest. All the other ideas and things we got just
do not make a lot of sense. Until we can account for what we have
got, what we own and what we are spending and what we are col-
lecting, the rest of it does not make a lot of sense right now. So
the energy and the effort are going into trying to make the finan-
cial system work.

Now while we are trying to get this Foundation Financial System
up and running, we are not sitting around. One of the things that
every forest, every unit is doing is going through all of its property
inventory, it is doing appraisals on its facilities, it is updating a
data base we have got called infrastructure, which will give us fi-
nally I think a good measure of what we own and what condition
it is in, which is another question. We have made estimates of our
backlog and facilities maintenance.

Mr. HORN. On that very point of the appraisal and condition, has
the national headquarters given the basic scale of what degree of
degradation, shall we say, in housing, offices in the forest—how are
we getting at that so you can get some comparability of data be-
tween forests?

Mr. STEWART. I think there is also a new system being imple-
mented for looking at our recreation facilities too. I am trying to
remember the name of it. Right now, we do not have a very con-
sistent way of doing that and it probably is very different from unit
to unit across the country.

Mr. HORN. Let me move to the Knutson-Vandenberg legislation
again and ask GAO, what recommendations have you made to
produce a working budget in this and does anything concern you
on the previous dialog Mr. Davis and I had about taking the funds
from Knutson-Vandenberg and using them for firefighting and then
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hoping Congress in its largesse will refill the pot. What kind of sit-
uation do you see here?

Mr. MEISSNER. I think you correctly said that this is a nice viable
pot of money and it is easy to have access to and it probably works
OK as long as it is restored. There is a new piece of data though
that I did not say earlier that is kind of significant here. The For-
est Service runs in the K-V program about $180 million a year in
expenditures. By their own estimates, not mine, the Forest Service,
at the end of fiscal year 1999, is only going to have $230 million
left in the fund. Now it does not take very much time if I am run-
ning $180 million a year in expenditures and I have only got a bal-
ance of $230 million. The balance will not last very long. Since the
Forest Service generally has a 2-year budget process, you can see,
it will not even cover the next 2 years. They may say that they
keep adding money to the fund, but you need to remember that
every dollar they add to the fund sets up another obligation for an-
other project. So yes, while more money is added every year, the
amount that is added every year, because of the decreasing timber
grogram, is going down substantially. So it is only a matter of time

efore there is not enough money in that fund if it is not restored.
So the answer is easy. You have $900 million worth of projects but
you have only $233 million left in the fund, that is a difference that
cannot be sustained. They are going to have to get the money
someplace else.

Mr. HoORN. Has the Forest Service thought about that issue, as
things decline? What is the thinking?

Mr. STEWART. Well, first of all, obviously we have depended on
collections from our timber program to do a lot of good work on the
ground. As I said, originally the intent with K-V was to make sure
you reforested the harvested area. In recent years, that expanded
to include wildlife habitat improvement, watershed improvements,
and a lot of other things. We have funded a lot of work through
that program, but we are not cutting 11 to 12 billion boardfeet any
more, it is about 3.5 billion. So we are not collecting the receipts.
So we have gone back, with the administration’s support, and pro-
posed direct funding through appropriations much of that same
work, and not rely on timber receipts and timber generated reve-
nues in order to conduct those programs.

Along with that, there has been a related thing, and Mr. Davis
brought this up, this issue of rural communities and the tension be-
tween rural and urban communities on the whole timber program,
because rural counties oftentimes get a significant amount of the
revenue for roads and schools from timber receipts. Now they get
them from all receipts, including recreation receipts, but those have
been in the past relatively small compared to what has come out
of the timber program. So as our timber program has gone down,
the counties have seen marked declines in their budgets.

There is also an administration proposal that was sent by the
Secretary of Agriculture earlier this year to find a way to fund the
county school and roads programs, that portion of the so-called 25-
percent fund, from a permanent and definite appropriation. That is
being considered in Congress not likely, the way it looks, to be
passed this year, but at least it is out on the table being debated.
Again, it is this link that so much of what we did was tied to re-
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ceipts collected from the timber program which is no longer there.
How do you get that work done? Similar situation with the recre-
ation program, if you cannot do the program with appropriated dol-
lars because of the constraints on the budget, how—you either do
not do those things—and I have not heard people tell us to close
campgrounds, close trails, and not to clean the toilets—how do you
fund those things? It is creating, I think, a whole new area of de-
bate about how we fund the Federal land management agencies. It
will be very interesting over the next several years.

Mr. HORN. Let me ask you both, is it fair to call the Knutson-
Vandenberg Fund an off-budget fund? My experience with off-budg-
et funds is the budget control agency, be it State or National, take
into account when you have got a trust fund and say oh, gee, that
is interesting, we will just cut your budget elsewhere. Now what
kind of experience have you had on the reforestation, do the au-
thorizing committees say wait a minute, we know you have got
that pot over there, do not cry so much, et cetera—what has your
experience been?

Mr. STEWART. I am sure our authorizing committees have altru-
istic motives in trying to do the best balance for the Forest Service.
I think that is a danger that is always there. It is kind of like is
it easier to dip than to fully fund an emergency fire program which
is going to be on budget. Everybody can play a game, and what I
am saying is something Chief Thomas said before me, before the
appropriations committees, we sort of played a game with the fire
budget in that rather than coming up with a budget buster and
funding the program for what you really need to, using like a 5-
or 10-year average of what we spend for firefighting, it is much
easier to sort of ignore it and pay for it later. In the meantime, bor-
row against available funds. I cannot say that they have purposely
done that or that the administration has, at least, there has never
been any discussions in which there has been purposeful tradeoffs
of those kinds of things.

You are correct though, it is not a free lunch. The rate at which
you can use the funds in a year is controlled by OMB through their
apportionment. In fact, once, we actually triggered the apportionate
part of the NA Deficiency Act in our fire program, which was I be-
lieve in 1996, in which we underestimated what the expenditures
were going to be and we had the money, which was K-V and per-
haps other funds, and we spent it, but it was above our appor-
tioned amount and therefore we triggered it.

Mr. HORN. I was going to ask on other funds, are there any other
funds similar to the Knutson-Vandenberg Fund available to the
Forest Service?

Mr. STEWART. We have a number, we have the reforestation
trust fund and——

Mr. HORN. Is that the Weeks Fund, or which one? Senator Weeks
in 1911 or so?

Mr. STEWART. Mike may know. I am not sure exactly. There is
a number, salvage sale fund is another one which is available to
the Forest Service where it does not have to be appropriated. As
I say, the reforestation trust and some others.
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Mr. HORN. Well, why do you not just give us a nice little chart
to put at this point in the record?

Mr. STEWART. Be easy to do.

Mr. HorN. OK.

[The information referred to follows:]
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Enclosure D

Forest Service Management - July 7, 1998 Hearing

Bellflower, California

Reply to request in transcript, page 75, line 1732

Permanent & Trust Funds

. Cooperative Work:

Knutson-Vandenburg (K-V)

. Cooperative Work:

Other

. Brush Disposal

Licensee Programs

Restoration of Forestlands & Impv.

Recreation Fee
Collection Costs

Recreation Fee
Demonstration Program

Purchaser Election
Program

. Timber Salvage

Sales

Timber Sales
Pipeline Restoration Fund

. Receipts for

Roads and Trails

. Midewin NTP

Rental Fees

. Midewin NTP

Restoration Fund

$ in Thousands

1998 1999
Final Presidents Budget
$143,000 $133,000
$53.364 $53,364
$24,000 $25,900
$121 $121
$600 3600
$1,125 $975
$16,000 $20,000
$6,499 $6,499
$171,000 $159,000
$2089 $4,285
$28,342 $27,371
$1,200 31,200
$5 $100



14. Operation and Maintenance of Quarters $6,772 $8,000
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Mr. HORN. What is a typical amount and what is in there now,
this kind of thing.

Mr. STEWART.% do not have the number with me.

Mr. HoRrN. No, we will just put them in the record and clean up
the record in the next 3 weeks, if you could.

Moving to the accounting group again, do we know how stand-
ardized the accounting is among regions of the Forest Service, or
are there differences in accounting? Do you pretty much have each
regional end of the Forest Service do things in the same way on
the accounting, for accounting purposes, or is it just—is there no
uniformity in this? That is what I am curious about. Has GAQ
looked at that?

Mr. MEISSNER. I think we can respond to that.

Mr. STEWART. And I am sure I will be in agreement with you.
[Laughter.]

Ms. CALBOM. You know, that has been part of the problem, and
I know that policies and procedures are being developed now and
have been and are starting to be implemented, but the whole au-
tonomous structure has been part of the problem that has got the
Forest Service in the mess it is in today.

Mr. HORN. So the question is how far are we coming to get com-
parability between regions?

Mr. STEWART. A long way. The philosophy had been historically
that everything was decentralized. That goes back to a principle
that Gifford Pinchot had, and it really related in those days to the
natural resource side of things. In other words, you could not na-
tionalize decisions that needed to be made locally because the con-
ditions were best understood by the local manager. We took that
to the extreme in almost everything and generally only provided
very, very broad guidance on almost every aspect of management
of the Forest Service, and as just was pointed out, that is probably
the strength of the agency and also its biggest weakness.

The philosophy now is decentralize natural resource decision-
making, centralize the business information. So we are standard-
izing everything from our natural resources data bases and our fi-
nancial data bases and there will be less flexibility for local inter-
Eretation, much tighter controls over what kind of data goes in and

ow it is used, what kinds of analyses are performed and so forth.
But that is a major change in philosophy and it has not come easy
because it has gone against sort of the culture of the organization.

Mr. HORN. Any comments.

Mr. MEIsSNER. This is an exceptionally decentralized organiza-
tion and I cannot emphasize that any more, which allows a great
deal of creativity. As Mr. Stewart said, some times creativity adds
to insight, but when you are creative with the accounting system
or creative with the way you account for funds, that probably is not
on the good side of that equation. To repeat, it is an exceptionally
decentralized agency. We have never, whenever we have looked at
grograms, found consistency. There is one Forest Service standard,

ut if we go to three locations, we may find three different ways
of doing business and that is commonplace within the agency, and
it is something they really have to fight hard against. It is really
a difficult situation that they have accepted over decades, this de-
centralized creative accounting system and the way they account
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for funds and the way they do business. And to say we are not
going to do that any longer is a major change in their culture and
it is not that easy to accomplish.

Mr. HOorRN. Well, I do not want to thwart creativity either, I
might say. I know that battle of headquarters and field, we all do
it, I think. The only way to break some of that down is you move
people back and forth so they understand “Mile’s law,” where you
stand depends on where you sit.

Mr. STEWART. I did not realize that was from Miles, I have used
it frequently.

Mr. HoRN. That is Rufus Miles, Assistant Secretary for Manage-
ment in HEW and there is a whole article he wrote under the Pub-
lic Administration Review, where all the little corollaries go on too.

The Knutson-Vandenberg Fund I understand had, at least at one
point in time, as much as 27 percent of the fund was taken for
overhead. Is that about the current figure?

Mr. STEWART. That is about the current national average I be-
lieve, yes.

Mr. HORN. What do we do with that 27 percent overhead? What
happens to it?

Mr. STEWART. Qur position is that we pay for the indirect costs;
that is, management oversight and the costs of providing that man-
agement oversight, for common services such as space, computers,
utilities, phones, and so forth, and for common services such as
personnel management. We pay for that two different ways. One
is with general assessment, and that is defined by Congress and
every year we go forward with a definition of how we are going to
spend that money on what specifically. But mostly that goes unless
you cannot identify a benefiting function without going through a
Herculean effort. But the first rule is if you can identify a bene-
fiting function, it will pay for those costs. They are called indirect
in that the direct costs are the person going out and planting the
tree or the people immediately close to the ground. But they cannot
do their work if they do not have space, if they do not have vehi-
clei, if they do not have telephones, and if they do not have over-
sight.

Mr. HorN. Is the 27 percent directly related to the remainder
and how that is expended, or is the 27 percent just thrown into a
Forest Service pot to help lower their actual budget expenditures
for support services that have nothing to do with reforesting trees
in the National Forest Service?

Mr. STEWART. I cannot tell you what individuals do, I can tell
you what at least the philosophy is, and that is to charge against
those funds, the trust funds—and there is more than K-V, as we
were mentioning.

Mr. HORN. Yeah.

Mr. STEWART. To try to attribute to them, as closely as we can,
the actual overhead costs, if you will, or indirect costs. That is one
of the reasons if you were to look at the different funds and GAO
looked I think at five different trust funds, that the rates of indi-
rect charge are different between them. The K~V is about 27 per-
cent, I think.

Mr. MEISSNER. K-V is on the high side.
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Mr. STEWART. Yeah, and the others are lower. But the others, if
you were to look at what it costs in terms of space and other kinds
of things to deliver them, are somewhat less, and so in an attempt
at least to try to get at the real costs, the rate at which they are
charged is different. So it is not an arbitrary—we need 27 percent
or we need X number of dollars—that works out to be 27 percent.
There is at least an attempt to try and calculate what the actual
space used and so forth, and apportion it out accordingly.

Mr. HORN. I am tempted to say that trees cannot squeal, but
maybe the other trust funds have advocacy groups that squeal a
lot. I mean, is that true with Knutson-Vandenberg?

Mr. STEWART. Well, you have John Hofmann here from the tim-
ber industry, I am sure he will squeal about the salvage sale funds.

Mr. HorN. OK. I am curious what GAO has, do you have some
basic ground rules you have developed over the years as to how one
attributes overheag and distributes overhead and charges against
a fund for overhead? GAO, any guidance on that?

Mr. MEISSNER. Absolutely. A couple of things about this, I think
your 27 percent would not be so serious except that since 1993, it
18 a 50 percent increase. So I think the significant thing is not just
that it is 27 percent, but in just a 5-year period of time, the propor-
tion has increased 50 percent over what it was. That is a remark-
able change over a short period of time,

We are currently doing some work for Congressman Smith and
House Agriculture on looking at overhead overall, and there are
some problems with the definitions. It is not as easy as indirect
and direct costs, and there may be some questions about whether
the current definition that the Forest Service uses even complies
with Federal standards. That is some work that we are working on
right now.

Mr. HoOgrN. Well, is the Federal standard the Office of Manage-
ment and Budget?

Mr. MEISSNER. Again, it is an organization that has now devel-
oped some standards, I think they were published July 1995, if 1
remember the date correctly.

Mr. HORN. Are you talking about the accounting board——

Mr. MEISSNER. Yes.

Mr. HORN [continuing]. Standards.

Mr. MEISSNER. Yes.

Mr. HorN. Has OMB ever adopted them in one of their A circu-
lars and given guidance to the executive branch as to how you fig-
ure that overhead?

Mr. MEISSNER. For purposes of the definitions, they have pub-
lished a document over their signature on how they define the
terms. I may have to rely on Linda for that.

OII\VId]g' CALBOM. All FASAB standards are in effect adopted by

Mr. HORN. Yes, spell out what FASAB is.

Ms. CALBOM. The Federal Accounting Standards Advisory Board.

Mr. HorN. Right, and is it made up of people from outside the
Government as well as in?

Ms. CALBOM. It is primarily inside the Government. You have got
OMB—

Mr. HorN. I thought we had some leading accountants on there.
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Ms. CALBOM. Not on this—well, these are leading accountants
currently on the board; for instance, GAO’s chief accountant sits on
that board, who spent many, many years in a big six firm, so we
do have some—in that context, we do have some outside account-
ants. There are some—for instance, Don Chapin, the former chief
accountant of GAO is on that board as well.

Mr. HORN. So they have issued some standards.

Ms. CALBOM. Yes this is the cost accounting standard.

Mr. HorN. OK, now has the Office of Management and Budget
adopted those standards?

Ms. CALBOM. Yes.

Mr. Horn. OK, what is the circular, do you know? The staff can
get it.

Ms. CALBOM. I am not sure which circular, but OMB publishes
the FASAB standards, but I am not sure—

Mr. HORN. So that is presumably the guidance you are following.
That is all I am curious about.

Mr. MEISSNER. It is not the guidance they are currently fol-
lowing.

Mr. STEWART. I was just going to say, I doubt that it is right now
or we probably would not have a problem with definition.

Ms. CALBOM. Yes, that statement number, statement four I be-
lieve it is, has—the cost accounting standard which is just in effect
for fiscal year 1998.

Mr. HogN. OK, I am just looking here at what else I want to pur-
sue before we get back to some other aspects here.

Let me ask you one final question and then we will let you go,
unless some of you are going to stay here during the other wit-
nesses on panel two. I would appreciate it, because we might have
s}cime questions come up where we would like to ask you about
them.

You are familiar with the Government Corporations Control Act,
that has been on the books for I think about 50 years. Under it,
Government corporations get separate treatment because they have
large numbers of business-like transactions. The Hoover Commis-
sion liked a lot of this also. The question that comes up, has the
U.S. Forest Service given any thought to its basic structure as it
enters the second century? Would a corporate structure be a better
way to go, would it give you more flexibility, than the sort of
present non-corporate structure? In other words, there are various
corporations—TVA was the prize one. The Department of Agri-
culture and the Department of the Interior all loathed TVA in the
1930’s because it took their mission away in seven States. But it
worked, and they developed those seven States and integrated their
planning over those seven States. I was just curious, in your long-
range thinking, is that a possibility?

Mr. STEWART. Just two comments. One is 1 guess it has been
about 4 years now, we did a major internal reinvention effort. In-
terestingly enough, I had not thought about that in the context of
what you are saying, but when it did propose some restructuring,
it basically did not change the fundamental levels of the organiza-
tion. In other words, it still had a national headquarters, a re-
gional, and the local forests. What it did was combine regions and
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that turned out to be & very hot topic, when you proposed to close
Missoula, MT as a regional office, for instance.

Mr. HORN. Their School of Forestry would not appreciate that.

Mr. STEWART. No. And a few others too.

Mr. HORN. Yeah.

Mr. STEWART. But to my knowledge, other than sort of tinkering
around the margins with the current organizational structure, in
recent years, there has been no serious look at a significant re-
structuring. I will say that one of the things that is refreshing
about our new chief operating officer, Francis Pendolphy, because
he does come in with a private sector view, is tending to ask a lot
of questions that would lead one to think that once we get along
in the financial management, that we will be taking a serious look
at how we are organized to do business, and whether the way we
were organized in 1905, which is basically the structure we have
today, is really the way we ought to be doing business now. So
while it has not been, :ny guess is, given where Francis is coming
from, once he gets on top of the financial things, that will probably
be about the next thing he will want to look at.

Mr. HORN. That is very interesting.

Mr. Rogers, my last question is te you. This Adventure Pass that
you have talked about, mentioned, I have heard some gripes from
some citizens in southern California that jiminy crickets, they are
charging us to pull over off the highway and look at the scenery
of a national forest or take the kids and wander into the forest.
Just give me a feel for how that system works? I mean, can you
buy the Adventure Pass for an hour of driving through a forest, or
is it a day, is it a week, is it a month? What is the price, and you
did note that I guess 20 percent were not too happy with the idea.

Mr. ROGERS. Twelve percent.

Mr. HORN. Yeah, 12 percent. Give me a feeling for how that is
administered and what the costs are. Idlewild, I think some people
I knew had been up to Idlewild were bothered by it and a lot of
the merchants were bothered by it and they sort of ran into a lot
of angry people. So tell me your side of it and how it works.

Mr. ROGERs. We have two sets of situations. We have commu-
nities inside the national forests, like on the San Bernardino and
up at Idlewild, that feel they are already there and they should not
have to pay to use the national forest that surrounds them, and
then you have people that are outside the forest, that essentially
do have to pay if they come into the national forest.

But there are exceptions to that. We have all along the front
country of the Los Padres and the Angeles, people that hike in do
not need an Adventure Pass. It is primarily for the users that come
in with carloads of coolers and all the paraphernalia it takes to
have an outing on the forest and then essentially when they leave,
they leave all that behind. We had no way of keeping up with the
clean-up cost.

So to answer your question, there are two forms of Adventure
Pass. There is a $5 pass for a daily visit. If you are going to go into
the national forest and stop anywhere, you need to have that pass
displayed, or if you are a frequent user, you can buy a $30 annual
pass and then you are free to come and go as you want as long as
that pass is displayed in your vehicle.
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Mr. HoRN. So it is $5 per car, is it, essentially?

Mr. ROGERS. Correct. We tried to make it as unobtrusive as pos-
sible. There are some forests that require everyone to wear a tag
and we did not want to do that. We wanted to make it very easy
for people to comply with it. We knew there was going to be resist-
ance right off from the beginning because people have had free ac-
cess to the national forests for all the time that we have had them
here. I just recall back though when we introduced campground
fees in the early 1960’s, we had similar concerns about why do I
have to pay a fee to use a campground, but there were special serv-
ices provided that were extra costs and that was a way of defraying
those costs among the frequent users rather than over all the tax-
payers.

Mr. HORN. How much are we collecting?

Mr. ROGERS. Ron Stewart said we might talk about how we came
up with the fees. There was actually a lot of analysis that went
into the fees. The research that we talked about by San Bernardino
State was based on user surveys on all four national forests, of cur-
rent users on the forests. Users were asked if they—under what
conditions they would pay a fee, and the comments back were the;
did not want to pay a fee. But the overriding comment we got bac
was if the money stayed on the ground locally, they would have
less resistance to paying a fee.

The researchers also talked about the fee structure, because we
did not want to drop out the lower income level of the population
from using the national forests. Many of the diverse users that we
have coming to the forests go to Disneyland at least once a year,
they are paying $26 a person to go there and taking whole families.
Most of them felt that the $30 annual pass was a good deal. We
have been running a recreation fee program in San Gabriel Canyon
on the Angeles since 1988 and we have to actually close the road
at about 10 a.m., because it is up to capacity and anything more
than that, we would start getting resource damage. So the fees
have not deterred people from using the forests. I know we have
got users that will not use the forest because they are paying a fee,
but we have got new users that are coming to the forests every
year, they are willing to pay the fee and we are actually having to
turn many people away early on weekends and early in the morn-
ings because we are at capacity already.

Mr. HORN. What is the amount you have raised? When did you
start it, let us start there.

Mr. RoGeRs. We actually started charging fees in July 1998—
1997, excuse me, 1997. And at the end of December——

Mr. HORN. So you have had a year’s experience.

Mr. ROGERS. As of this July, end of July, we will have a year’s
experience, correct.

Mr. HORN. So how much has been collected so far?

Mr. ROGERS. Well, we had a mid-point. We had $7.8 million as
of March 31, 1998—excuse me, $1.78 million.

I need to also share with you the premise of this program was
based on whether it would be successful with a 30 percent compli-
ance rate, knowing you were going to have difficulty taking a popu-
lation that had it free in the past and then having a fee paid. We
knew we were going to have non-compliance. So the projections of



106

the program were based on a 30 percent compliance rate and we
are getting up to a 60-70 percent compliance now over this last
fourth of July weekend on our particular national forest.

Mr. HORN. Now what does happen to it, does most of that money
stay on the Angeles forest?

Mr. ROGERS. The money we collect on the forest comes back to
the forest for re-investment.

Mr. HORN. So they do not have a 27 percent overhead on you?

Mr. ROGERS. No.

Mr. HOrN. OK, that is good news. I am getting to feel better
when I buy the Adventure Pass. Now I am told there is ticketin
of people who do not have the pass on. How does that system work?

Mr. ROGERS. Actually, it is a non-compliance form that they get
and they are able to rectify not having the ticket by buying the
recreation pass and furnishing evidence that they have done so. We
have been trying to take an educational approach rather than a
heavy hammer.

Mr. HORN. How much does that non-compliance ticket, if you
will, cost?

Mr. ROGERs. It is the same thing——

Mr. HORN. Same thing, $5 or $30 for the year.

Mr. ROGERS [continuing]. $5, or if they choose to buy the $30
pass, and many of them do, just so they have it taken care of.

Mr. HORN. The staff wonders, like all youth, wonders if you ac-
cept credit cards.

Mr. ROGERS. Well, that is one of the components that we were
designed to test and that we are working toward. We are not there
yet. We had to crawl before we could walk and we have got to walk
before we can run.

Mr. HORN. A few years ago when I was drafting some legislation
on a new entity in the Federal Government, we looked around and
very few agencies had the authority to receive gifts, and of course
that is too bad, because a lot of people would like to help the for-
ests and what-not. Now do you have the authority to receive gifts
in the Forest Service.

Mr. ROGERS. No, we do not. Now we do through our—

Mr. HORN. Say somebody leaves an estate to you, it might be
trees or it might be money and trees.

Mr. ROGERS. We have had land donations but we have to go
through a regular process to accept those donations. The lands
have to be ap raisedp for the estate and we have to make sure there
are no hazardous materials on the property before we take it.

Mr. STEWART. Forest Service Research, I believe in their authori-
ties has a broader authority to accept contributions and so forth
from other sources, but National Forest System, other than the
lands that I am aware of, I do not think so. We also have the Na-
tional Forest Foundation, which can accept private contributions of
funds to conduct work on the national forests.

Mr. RoGERs. I did want to go back to a statement that I made.
The private vendors that we have signed up, do take credit cards.
We do not have the capability presently at our Forest Service of-
fices to accept credit cards, but that is something that we are try-
ing to implement.

r. HORN. But your concessionaires obviously do.
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Mr. ROGERS. They are regular business people. And one of the
comments we have gotten back from our concessionaires—we did a
workshop here at the end of March—many of our concessionaires
have realized an increase in business, people are coming in for the
pass and are buying other things there too. So we have a lot of very
supportive vendors that were very skeptical when they signed up.

Mr. HOrN. Well, this has been a very interesting dialog. I am
sorry to take so long, but I am interested in a lot of these ques-
tions. So staff might send you some on both sides additional for
rounding out the record, and we would appreciate it if we could get
the answers back in a couple of weeks.

Mr. ROGERS. Mr. Chairman, who do we provide our inserts into
the record to?

Mr. HORN. Just give it to Mr. Ebert over there, Matthew Ebert,
he will take care that it goes in at the right place.

Mr. ROGERS. Very good, thank you.

Mr. STEWART. Thank you very much.

Mr. HORN. Well, we thank you all for coming, thank you.

We will take a 5-minute recess before panel two.

[Recess.]

Mr. HorN. Let us just make sure we have everybody in the right
place. Mr. O’Toole, Mr. Stahl, Mr. Roddy, Mr. Hofmann, and then
we have over here Mr. Corcoran, Mr. Berger, Mr. Coyne, and Mr.
Clark. OK, gentlemen, if you will stand and raise your right hands.

[Witnesses sworn.]

L;Ilr. HorN. The clerk will note all eight witnesses affirmed the
oath.

All right, we will begin in the order in which they were placed
in the agenda. We have Mr. Randal O'Toole, an economist with the
Thoreau Institute. Mr. OToole.

STATEMENTS OF RANDAL O'TOOLE, ECONOMIST, THOREAU
INSTITUTE; ANDY STAHL, EXECUTIVE DIRECTOR, FOREST
SERVICE EMPLOYEES FOR ENVIRONMENTAL ETHICS; MI-
CHAEL RODDY, PRESIDENT, GREEN FRAMING SYSTEMS;
JOHN HOFMANN, VICE PRESIDENT OF GOVERNMENT AF-
FAIRS, CALIFORNIA FORESTRY ASSOCIATION; BILL COR-
CORAN, PUBLIC LANDS ASSISTANT, SIERRA CLUB; ADAM
‘BERGER, STAFF ATTORNEY, EARTH JUSTICE LEGAL DE-
FENSE FUND; ALASDAIR COYNE, CONSERVATION DIRECTOR,
KEEP SESPE WILD; AND VAUGHAN CLARK, FREE OUR FOR-
ESTS

Mr. O'TOOLE. Thank you, Mr. Chairman.

This morning, we have heard testimony on a wide variety of top-
ics—Dbelow-cost timber sales, the Knutson-Vandenberg Act, recre-
ation fees, fire policy, and accountability. I would like to tie all of
these things together with one word, and that word is incentives.

Incentives is an interesting word. It is almost becoming a loaded
word. When we say an agency like the Forest Service responds to
its incentives, some people bristle and think oh, we are saying they
are corrupt or they are selfish. But that is not true, what we are
saying is they are human beings, and all human beings respond to
incentives.
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Let me give you an example. In 1990, the Economist magazine
sent a reporter to the Soviet Union which was still in existence for
another year or so, and the Economist interviewed factory man-
agers and found out that after 70 years of central planning, the
typical Soviet factory manager had no idea of what terms like
sales, profits, and costs meant. Those things were not important to
a centrally planned factory manager, like they are important to a
marketed factory manager. The Economist concluded that it would
be very difficult for the Soviet Union to move into a free market
economy. Well, I read that article and I thought boy, I am sure
glad it is not like that here.

Then I remembered conversations I have had with Forest Service
officials over the years in which they talk about appropriations
from the Congress out of tax dollars to the Forest Service as re-
ceipts and dollars that they pay back to the U.S. Treasury as losses
or costs. Now that is exactly the opposite of the accounting stance
that a taxpayer would take. They would say that money going to
the Forest Service is a cost and money coming back to the Treasury
is a receipt. But we have given the Forest Service incentives to
think of tax dollars that are appropriated as receipts and money
going back to the Treasury as a cost, and sc they do.

As a result, they act as if it is in their best interest to lose as
much money as possible. We have given the Forest Service an in-
centive to lose money and it has done a good job. It loses $2 billion
a year managing the national forests.

Let us talk a minute about below-cost timber sales. Now the Con-
gress gives money to the Forest Service for timber sale preparation
and administration. The Forest Service then sells the timber, col-
lects receipts and gets to keep the receipts in its Knutson-Vanden-
berg or salvage sale fund or another fund, and whatever is left over
goes back to the Treasury. Congress until recently has never asked
the Forest Service how much are you returning to the Treasury.
Are you returning to the Treasury what it is costing the Treasury?
As a result, the Forest Service has not ever—until recently, did not
ever bother adding it up. They never compared the receipts and
costs. In fact, they have two completely separate offices, they have
an office called fiscal that does receipts and an office called budget
that does costs.

If you go to the San Francisco Regional Office, the two offices are
on different floors. If you go to the Washington office, they are in
different cities. Fiscal is in Rosalyn and Budget is in Washington,
DC. So they never talk to each other and they never compare re-
ceipts and costs. Now they are just beginning to do that. They have
the all-resources reporting system, but there is all kinds of prob-
lems because they have never thought about it in those terms be-
cause they do not have incentives to think about it in those terms.

In the last 10 years, national forest timber sales, of course, have
nose dived. The regular timber sale program, the non-salvage sale
program, has dropped by about three-quarters, but Congress, per-
haps in sort of a voodoo mentality, thinks that if it forks over
enough money to the Forest Service, that some timber sales will
come out the other end. As a result, the total reduction in the na-
tional forest timber budget has only gone down by about a third.
So with sales down by three-fourths and the budget down by a
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third, that means the average cost of a thousand board feet of tim-
ber has doubled or tripled.

You give a bureaucrat some money and say you had better spend
this at the end of the year or you will lose it, the bureaucracy will
figure out a way to spend that money. And it does not matter if
it is $50 a thousand board feet of $150 a thousand board feet, they
will figure out a way to spend it because they have an incentive
to, because they do not want to lose it.

So below-cost timber sales are not the result of environmental re-
quirements, they are not the result of NEPA documents, and they
are not the result of poor accounting; they are simply a result of
bad incentives. We have given the agency an incentive to lose
money and it does a good job.

Let me talk about the road prism for just a second because some-
body was asking about that, I cannot remember whether it was you
or Mr. Davis. But the road prism dealt with the fact that the For-
est Service had decided that basic road costs were a capital invest-
ment. Now I am raising my fingers when I say capital investment,
to put that in quotation marks, because their attitude was it was
a capital investment, it never has to be paid back, we never have
to justify that investment. So they would just write it off as if a
corporation could build a factory and then say it did not cost us
anything to build the factory, we never have to sell anything made
out of that factory because it was a capital investment.

Or let me put it another way. Let us say you have a swimming
pool in your backyard. And I come to you and say for $5,000, I will
be glad to fill up your swimming pool with cement. And you think
well, that is a capital investment. If I have a concrete block in my
backyard instead of a swimming pool, my house will be worth
$5,000 more. Not likely. Your house will be worth less. Just be-
cause you spend the money does not mean you have gotten any-
thing out of it. But that is the way the Forest Service has been
treating roads. They spent the money and so they write it off be-
cause it is a capital investment and we never have to pay it back.

Now the Knutson-Vandenberg Fund reinforces the incentive to
lose money. Not only does the Forest Service get to lose money on
the money that Congress gives it out of tax dollars, when the For-
est Service sells a timber sale, it gets to keep the receipts from that
timber sale in the Knutson-Vandenberg Fund or in another fund.
Some forests keep a huge percentage of their total receipts in one
of these funds—the salvage sale fund, there are four or five funds
in all. By the way, Ross Gorte of the Congressional Research Serv-
ice has done an excellent review of all the different funds and you
might want to ask him to give you a copy of that.

Well, this Knutson-Vandenberg Fund, which is called the
Knutson-Vandenberg Trust Fund, but is not legally a trust fund,
it does not meet the legal requirements of a trust fund. If it did,
it could not be raided and you would not have so much going into
overhead and so on. But we create all kinds of weird incentives
with this fund.

Let us look at overhead. The Forest Service calculates how much
overhead they can charge by how much overhead they are spend-
ing. So the more inefficient they are, the more money they get to
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keep out of the Knutson-Vandenberg Fund as overhead. They have
an incentive to be as inefficient as possible.

Let us talk about how this relates to how they design a timber
sale. Most national forests have some timber that is very valuable.
In other places on the forest, they have timber that is totally
worthless, you would have to pay people to take it away. Well, the
Knutson-Vandenberg Fund says that—or the act says that you can
take K~V money and spend it in the timber sale area. Well, let us
say I am a bright forest manager and I want to do some good
things over in the worthless part of the forest with K-V money.
Well, then I have to sell the timber there because I have to spend
the money only in the areas where I have a timber sale. But no-
body will buy that timber, so what I do is I take valuable timber
elsewhere on my forest, combine it in the same sale with the
worthless timber and sell the valuable timber for less than it is
really worth in order to pay the purchasers to take away the
worthless timber. Timber purchasers call the worthless timber pun-
ishment units because having to cut that worthless timber is their
punishment for getting the valuable timber for less than its real
value. So in that way, the Forest Service ends up getting more K-
V money, but taxpayers lose—and incidentally counties lose be-
lcause the gross receipts are lower and so their 25 percent share is
ower.

Now we have also talked a little bit about recreation fees. You
know, it is interesting, when the Forest Service first started charg-
ing timber, there were protests from timber purchasers that they
did not want to have to pay for the timber that they had been cut-
ting down for free. When they first started charging for grazing,
there were protests from ranchers that they did not want to have
to pay for grazing that was free.

Well, I am a subsidized public land user myself, I own a Forest
Service cabin, it is on the Mount Hood National Forest, I am with-
in walking distance of two wilderness areas. In the winter, I can

o out cross country skiing outside my door. I am a few steps away
From a blue ribbon fish stream. I pay the Forest Service $35 a
month to lease that site on which my cabin is located. That is way
less than what I would have to pay if I were paying a private land-
owner.

Now it is interesting, the Forest Service does not really care how
much I pay because they do not get to keep any of the money. If
I paid $3,500 a month, they would not get to keep any of the
money, so they do not really care how much I pay, and that is part
of the incentives. If you have an incentive to care about how much
you will pay, then they will make sure that you pay a fair amount.

Now the Forest Service is talking about re-appraising cabins and
charging them more and the cabin owners are all upset, but I have
to think of recreation fees and other fees in terms of the incentives
they create. If I am willing to—if I want to use the national forest,
I have to pay rent to the other 260 million owners of that national
forest system. I cannot say I own it so I get it for free, there are
260 million other owners and I have to pay them rent. But more
important, I have to give them incentives, I have to give the man-
agers incentives to provide me with the kind of recreation experi-
ence that I want. And if I am not willing to pay, then they will not
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be willing to provide me with that recreation experience. That in-
deed is the problem we have had in the 1970’s and 1980’s as the
Forest Service was cutting more and more timber because it got all
kinds of rewards and incentives for cutting timber, but it was cut-
ting the timber in valuable recreation areas where it got no reward
for the recreation.

So I support the Recreation Fee Demonstration Program, but the
problem with the Recreation Fee Demonstration Program is that
Congress has set it up like the Knutson-Vandenberg Fund. First,
Congress pours out a whole bunch of money in recreation dollars
out of appropriations and then they say you get to charge fees and
you get to keep all those fees too. So the Forest Service will end
up doing the same kinds of cross subsidies—and they have not
done it yet, but they will end uq taking the same kind of overhead
and all the other kinds of problems that we find in the Knutson-
Vandenberg Fund. So the recreation fee program will need to be re-
vised when the demonstration is done to account for these prob-
lems, to give the Forest Service good incentives.

I want to talk about a couple of other problems real quick and
then conclude by saying what I think are the right incentives for
the Forest Service to have.

The first problem I want to mention is fire. Fire was only periph-
erally discussed this morning, but we have to realize that since
1908, the Forest Service has been given a blank check to put out
fires. This has probably resulted in more environmental and eco-
logical problems with the national forests than clear cutting or

azing or mining combined, because by putting out every single
ire as soon as it can, we end up with this huge buildup of fuels,
which transforms the ecosystems, which makes the forests much
more susceptible to catastrophic fire, and the Congress has not
changed this reward system. Although the emergency fire suppres-
sion fund, which was authorized in 1908 was repealed in 1980,
Congress still has allowed the Forest Service—by allowing the For-
est Service to borrow from the Knutson-Vandenberg Fund, has ef-
fectively given the Forest Service a blank check to put out fires.

Now firefighters in the Forest Service will tell you that the For-
est Service puts out fires by throwing money on them until it rains
and then the rain puts out the fire. [Laughter.]

In other words, there is no attempt to be efficient. I think if the
General Accounting Office is still here, if they want to do a study,
I think they would find that statistically lawnmowers and word
processors are more likely to break down and need to be replaced
during fire season so they can be replaced out of fire money, than
at any other time of the year.

Now this brings us te accountability problems. You mentioned
this morning, Mr. Chairman, that there is a conflict between the
central manager who wants accountability and the decentralized
manager who wants freedom. The problem is if you give the Forest
Service or any agency an incentive to lose money, if you give them
an incentive to harm the environment and then expect them to be
accountable for it, you are creating problems. What we need to do
is change the incentive system so that they will want to be account-
able, but more important, so that they will want to make money
on timber, so that they will want to provide people with the kind
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of recreation experiences they want. If we change the incentive sys-
tem, then the forest will work automatically and without the kind
of controversy and gridlock that we have experienced.

Now how do we get those right incentives? I think we need to
have three basic steps. First of all, stop giving the Forest Service
money out of tax dollars. Instead, fund it out of its own profits. And
it’s important that it be funded out of its profits because profits
really are what we want out of the nationaf forests. Profits are a
symptom of good management, profits are a symptom that you are
doing things for people that they really want, more than it costs.

We tend to think nowadays that oh, the national forests, they are
not supposed to be managed at a profit. But we forget in 1905
when Gifford Pinchot convinced Congress to transfer the national
forests from the Department of the Interior to the Department of
Agriculture, he promised Congress that he would manage the for-
ests at a profit. In the 1950’s, that promise was finally achieved.
The Forest Service for a number of years did earn a profit, and I
would argue that the Forest Service was at the apex of its reputa-
tion during those years. In fact, in a 1952 article in Newsweek
magazine, they said “The Forest Service earns a profit, and as a
result, most Congressmen would as soon abuse their own mothers
as be unkind to the Forest Service.” Well, today, with the Forest
Service losing $2 billion a year, Forest Service abuse is a popular
sport on Capitol Hill.

OK, so reward the Forest Service for earning a profit by funding
it out of its own profits. No. 2, allow the Forest Service to charge
a wide range of fees and to keep the profits from all of those fees,
whether recreation or grazing or water or timber or whatever. And
we will get a natural balance with a level playing field, a natural
balance in the amount of recreation and timber and other re-
sources. Finally, because there are a few resources such as bio-
diversity and archaeological sites and others that cannot be funded
out of their own profits, create a trust fund for those resources with
a share of the receipts dedicated to archaeological sites or historic
sites or biodiversity, and let the managers of that trust fund decide
how to manage those resources and how to give incentives for local
forest managers to provide those resources.

So incentives are the key. And in any legislation that is proposed
or considered, you must think about what are the incentives that
are being created here, because usually Congress does not think
about that and that is where we end up in a disaster.

Thank you.

Mr. HORN. We thank you. That is a very intriguing line of testi-
mony, Mr. O'Toole, and thank you for coming.

Mr. Andy Stahl is next, the executive director of the Forest Serv-
ice Employees for Environmental Ethics.

[The prepared statement of Mr. O'Toole follows:]
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Testimony of Randal O'Toole
before the Subcommittee on
Government Management, Information and Technology
of the House Committee on Government Reform and Oversight
7 July 1998

My name is Randal O'Toole and I am an economist with the Thoreau Institute, a
non-profit organization dedicated to finding ways to protect the environment
with minimal subsidies, regulation, or bureaucracy. This hearing is of particular
interest to me because the Knutson-Vandenberg Act led me to new insights about
what is wrong with the Forest Service and how to fix it.

Most people think of Forest Service employees and other civil servants as
dedicated altruists who automatically make their decisions in the public interest.
When we find out that some agency decisions benefit special interests at the
public’s expense or at a major cost to the environment, we feel betrayed.

In fact, such decisions are the predictable outcome of haphazard institutional
design. The Knutson-Vandenberg Act is one such haphazard institution. Passed
by Congress in 1930 with the good intention of providing a stable funding source
for reforestation, the law was amended in 1976 with the good intention of
providing a source of funds for wildlife, recreation, and other forest
improvements.

But good intentions are not enough. We must also design our institutions
carefully to insure that they accomplish their intended goals. Otherwise, we are
likely to accomplish something quite different and probably something that does
more harm than good.

During the 1980s, I had the privilege of reviewing the forest plans for more than
half of the 120 national forests. Inn the course of those reviews, I analyzed the
Knutson-Vandenberg plans for literally thousands of timber sales. I soon realized
that the Knutson-Vandenberg fund was an important slush fund used by forest
managers to support a variety of activities.

But Knutson-Vandenberg is more than just a slush fund. It also helps shape
Foreset Service priorities and activities. This was brought home to me by a 1985
report written by a California district silviculturist.

The silviculturist had surveyed other district reforestation specialists and found
that most thought that they were under intense pressure to meet targets, such as
reforestation, precommercial thinning, and herbicide acreage targets. Moreover,
to meet those targets, many of the silviculturists admitted to doing work that was
unnecessary or to claiming to do work when in fact they spent the funds on
something else. For example, some silviculturists claimed that they reforested
lands when they really spent the money on timber sale preparation.
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Recall that in the years preceding 1985 the timber industry was in a severe
depression and was cutting very little national forest timber. This meant that
there were few opportunities to reforest, spray herbicides, or do other post-sale
activities.

I noticed that all of the targets that the silviculturists felt pressured to meet were
for activities funded by the Knutson-Vandenberg fund. I also knew that, for
every Knutson-Vandenberg dollar spent in the field, the regional office got to
spend about ten cents on overhead and the forest supervisor’s office got to spend
about twenty cents on overhead.

Since national forest budgets are planned several years in advance, the regional
and supervisors’ offices had assumed that cutting levels, and therefore post-sale
K-V spending, would remain at historic levels. When K-V spending fell instead,
the overhead funds were that the regional and supervisors' offices had counted
on were not available. Rather than fire personnel or close offices, agency officials
tried to release overhead funds by pressuring silviculturists to meet targets.

The Knutson-Vandenberg Act itself does not authorize the Forest Service to
spend K-V funds on administrative overhead. Instead, the law dedicates such
funds to reforestation, removal of undesirable plants, and actions that protect or
improve the productivity of the “sale area, including sale area improvement
operation, maintenance, and construction, reforestation and wildlife habitat
management.”

You don’t have to look at very many K-V plans, which are written for most
timber sales, to find plenty of examples of spending of K-V funds on things that
do not fall into one of these categories.
¢ First, the Forest Service typically spends a quarter to a third of K-V funds on
administrative overhead.
¢ Second, managers often spend K-V funds well outside the sale area that
generated the funds.
¢ Third, funds are often dedicated to things that have little to do with
reforestation or improving forest productivity, such as radios, aerial photos,
monitoring, computers, administrative site maintenance, and recreation
interpreters.

But the misuse of K-V funds is only half the story. The other half is how the K-V
fund shapes agency priorities and programs. While reviewing forest plans, I
found numerous examples of timber sales that were planned not because the
sales were a good idea but to raise money for the K-V fund.

For example, a district ranger on the Bridger-Teton Forest told me that he
believed a particular part of his district was more valuable for elk than for
timber. “But if I manage it for elk,” he said, “I'll have only a little wildlife money.
If I manage it for timber, I'll have both wildlife and timber money.”
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Timber cutting produces no benefits for fisheries; it can only damage water
quality. Yet the Tongass and Targhee forests claimed that timber cutting
produces significant fisheries benefits. What they really meant is that timber sales
provide K-V funds for fisheries management.

The idea of using timber sales to raise funds for non-timber activities is actively
promoted by the Forest Service handbook. The handbook restricts the use of K-V
funds to within a quarter mile of timber cutting units. But it suggests that
managers “consider desirability of additional timber harvest activities to
maximize sale area coverage.”

This attitude leads to significant cross-subsidization of national forest timber
sales. Most national forests have some timber that could be managed at a profit
and other timber so worthless that no one could afford to cut it even if it were
free. To spread K-V funds around, forests often combine the profitable timber in
the same sales as the worthless timber.

In effect, the Forest Service pays timber purchasers to cut the worthless timber by
selling the valuable timber for less than it is really worth. Timber purchasers
sometimes call the worthless timber “punishment units,” because cutting them is
the punishment they accept for being able to buy other timber for less than its
full value. The result is lower returns to the Treasury, lower payments to
counties, but increased budgets for forest managers.

Ultimately, forest managers adopt an unconscious goal of returning as little
timber receipts as possible to the U.S. Treasury, instead keeping it in the K-V
fund and their own budgets. Managers openly speak of payments made to the
Treasury as “losses.” “If it goes to the Treasury,” they say, “Congress will just
spend it on bombs or some other wasteful program.” Of course, they never
consider their programs to be wasteful.

One tool they use is the K-V plan revision. At any time in the course of a timber
sale, the K-V plan may be revised so that managers can keep more of the receipts
than originally planned. This can lead to some strange results. For example, in
1996, the Gifford Pinchot National Forest received $3.3 million in receipts from
timber purchasers, but paid $16.2 million to its Knutson-Vandenberg fund by
revising the plans for sales whose payments had been made in previous years.
The result was that the Treasury lost $12.9 million before even counting any
costs.

Managers can go to absurd lengths to keep as many of the receipts as possible.
Private forest land owners typically spend up to $200 per acre reforesting after
timber cutting. But with the Knutson-Vandenberg Act providing nearly
unlimited funds, national forests spend up to $2,000 per acre on reforestation.
When all K-V activities are counted, some forests spend $5,000 per acre or more.
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The Knutson-Vandenberg Act may also influence timber practices. In many
forest types, clearcutting imposes the highest reforestation costs. Yet in the 1960s
and 1970s, clearcutting became the Forest Service’s dominant forest practice. The
K-V fund probably encouraged this by letting managers spend more money on
reforestation—and therefore more on overhead—than when other forest
practices were used.

In suggesting that the Knutson-Vandenberg Act shapes national forest priorities
and activities, I am not claiming that national forest managers are corrupt or
venal. I am simply saying that they are human. Like all humans, forest managers
respond to incentives. When they sell a timber sale and generate K-V funds for
wildlife, they feel rewarded even though the timber sale may lose money and
harm wildlife habitat. As a result, they plan more timber sales and soon come to
believe that timber sales are good for wildlife when all they really mean is that
timber sales are good for wildlife budgets.

1 believe that timber sales can play an important ecological and economic role in
the national forests. But the Knutson-Vandenberg Act has led forest managers to
go overboard, selling too much timber and losing too much money.

I also believe that forest managers can do the best possible job when they are
given the freedom to work without red tape and bureaucratic constraints. But
they also have to have the proper incentives. The Knutson-Vandenberg Act gives
managers incentives to lose money, incentives to sell timber that shouldn’t be
cut, and incentives to cut in ways that are ecologically and economically wrong.

We shouldn’t be surprised or angry when we find that public officials respond to
their incentives like any other humans. We've given the Forest Service an
incentive to lose money, and it did a good job at losing money. We’ve given the
Forest Service an incentive to sell too much timber, and for many years it sold too
much timber.

Fixing the Forest Service, then, means more than creating a new accounting
system that imposes more red tape on managers. It means more than passing
new laws or regulations that attempt to control every step that managers take.
Forest Service reform will only succeed when it focuses on creating sound
incentives:
* Incentives to control costs;
* Incentives to sell timber when timber is valuable but not when it is
worthless; and
¢ Incentives to emphasize other resources when those resources are valuable
as well.

If such sound incentives had been put in place years ago, we wouldn't have the
forest gridlock that the national forests suffer from today. Replacing the perverse
incentives with sound incentives is essential to restoring the Forest Service to the
prominence it once held in the conservation community.
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Mr. STAHL. Thank you, Mr. Chairman. Before I start on my own
testimony, I want to make sure the testimony of Steve Horne,
spelled with an “e” on the end of the last name, who is vice presi-
dent of Forest Service Employees for Environmental Ethics, is in-
cluded in the record. It is one page and Mr. Horne was able to be
here today but he has a conflict he has to go to quickly and it was
ambiguous whether he csuld find the time to get here. He did pre-
pare testimony.

Mr. HorN. Without objection, it will be put in the record at this
point.

Mr. STAHL. Thank you very much.

[The information referred to follows:]
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Before the Subcommittee on Government Management, Information, and Technology of the
House Committee on Government Reform and Oversight
Hearing on Forest Service Management Practices
July 7. 1998, in Bellflower, California

Mr. Chairman and members of the subcommittee, thank you for the opportunity to discuss
administration of the Forest Service’s off-budget trust funds and overhead. I am the forest archaeologist for the
Los Padres National Forest. However, I speak to you today as vice-president of Forest Service Employees for
Environmental Ethics (FSEEE), not as a representative of the Forest Service. I appear here on my own time
and at my own expense,

The Forest Service administers three trust funds financed through the sale of timber: the Knutson-
Vandenberg Act fund, Brush Disposal Act fund, and Salvage Sale fund. These funds have good intentions —
the reforestation of cut-over lands, treating the logging slash and brush remaining after harvesting, and
promoting the prompt use of salvageable wood as a result of fires or pests.

Over the years, however, the easy availability of large sums of money from selling timber has proven a
strong temptation for the Forest Service bureaucracy. Beginning in the 1960s and accelerating through the
1980s, the Forest Service's appetite for timber sale receipts grew. The Forest Service developed ingenious
methods for keeping timber sale receipts for its own use that would otherwise be deposited in the Treasury.
The agency’s increasing reliance on these sale receipts created a strong institutional incentive to sustain high
levels of logging. Those incentives continue today, notwithstanding the substantially reduced logging levels
brought on by forces outside the Forest Service's control, such as lawsuits to protect endangered species.

As logging levels and sale receipts have declined, the proportion of those timber receipts siphoned into
Forest Service overhead has risen dramatically. The timber receipts remaining for on-the-ground reforestation,
brush removal, and fish and wildlife habitat improvement has declined proportionately. The simple fact is that
the Forest Service is letting its resource management needs suffer while it attempis to maintain a bureaucracy
grown bloated by decades of high timber revenues.

The problems with high overhead extend beyond the timber trust funds. Throughout the nation the
Forest Service is closing and consolidating ranger districts where most of the work of forest stewardship is
carried out. Meanwhile, the agency’s nine regional offices — the agency’s mid-level bureaucracy — remain in
place relatively unaffected. The Forest Service has become an agency dominated by paper pushers, while the
ground ponders who steward the land and its resources find themselves at the narrow end of the financial
pipeline. For an agency proud of its mud-on-its-boots heritage. it's a sad fact that more than halt of the Forest
Service’s budget never reaches the forests where the work gets done.

I hope that this hearing is just the beginning of the commirtee’s interest in this subject. FSEEE has
several concrete proposals to reform the Forest Service’s bureaucracy that appear to fit precisely within this
committee’s jurisdiction. Chief among these is flattening the Forest Service’s four-layer hierarchy to three,
thereby ensuring more financial resources are spent where the public benefits. On behalf of FSEEE. I1ook
forward to a long-term dialogue with the committee.
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Steve Home is forest archaeologist on the Los Padres National Forest. He has worked for the
Forest Service for 23 years. Home has been a zone archaeologist for all the southern California forests
and the archaeologist on the Plumas National Forest Home has also been a resource and recreation
staff officer. Home has a Ph.D. in archaeology from the University of California (Santa Barbara).
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Mr. HOgN. I would like to meet him sometime. People who spell
with an “e” are usually of English background, without the “e” is
German background.

Mr. STAHL. And of course, as I recall, the English did go to Ger-
many to get their King one year.

Mr. HORN. That is true.

Mr. STAHL. Maybe the Horns were intermingled at that time.

Mr. HORN. As my Irish mother said, the brightest King of Eng-
land is dumber than the worst President of the United States.
{Laughter.]

Mr. STAHL. To very briefly summarize what Mr. Horne says—he
is the forest archaeologist for the Los Padres National Forest and
he has been in that position with the Forest Service for over 20
years. He has seen the perverse incentives that Mr. OToole talked
about, he has seen the ingenious methods the Forest Service has
used to keep timber sale receipts for its own use and he has also
in particular seen the disproportionate growth of the mid-level bu-
reaucracy in the Forest Service at the expense of the field units
and the field personnel who do the on-the-ground management of
our forests.

Today, Mr. Chairman, only about 40 cents of every Forest Serv-
ice dollar actually goes to provide services to the American public
on the ground, and the rest is basically eaten up in administration,
supervision, oversight, and things that I do not even know what
people do. Just one example, in Portland, OR, where the region 6,
Oregon and Washington regional office is located, they recently
sent me their staff directory. They have 500 people employed in the
regional office, none of them manages a single acre of national for-
est land. They supervise the supervisors of the supervisors who do
the management; 1 in 10 in the regional office is a personnel spe-
cialist. I thought that was not so bad, I mean maybe they were re-
sponsible for the personnel of the 19 national forests, but they are
not. Those 1 in 10 are responsible for the personnel needs of their
colleagues in the regional office. Each national forest has its own
personnel department to take care of the personnel needs of that
national forest.

It is a huge bureaucracy. It got big off of timber money. When
you compare the Forest Service to the Bureau of Land Manage-
ment, which manages more land with a billion fewer dollars than
the Forest Service has, you can see—and the BLM did not have the
timber money to get fat on. The ranchers were never willing to pay
what the loggers were.

I wanted to focus on the Knutson-Vandenberg Act in my testi-
mony. I am in a bit of a difficult situation because I work for Forest
Service employees and they find themselves caught between a rock
and a hard spot when they take issue with the way their agency
does business. That is frowned upon. It is not something that is a
quick path to career success, to blow the whistle or speak out when
you are in the Forest Service or when you are in any large organi-
zation. So these employees created this rather unique non-profit
corporation to play the activist role that as employees they are un-
able to do on the job, or at least are stifled from doing.

We were—we do not like to sue the Forest Service. In fact, our
three lawsuits that are now pending in Federal district court on
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the K-V Act, represent the first time in our 10 year history that
we have ever brought suit against our employer. We were moved
to do so after spending 6 months trying to get the Forest Service
to resolve these issues regarding use of K-V funds for overhead
without going to court. I am afraid notwithstanding some of the su-
perb things that Mike Dombeck is doing as Chief of the Forest
Service, the agency was, at all levels, unwilling to engage us in a
dialog about the use of these funds, forcing us eventually to have
to file suit in court. We think the statute is very, very simple, it
authorizes the Forest Service to charge purchasers a premium over
and above the price of the timber, to pay for the cost of reforesting
the land and cleaning up the brush and repairing any damage
caused to the fish and wildlife habitat or even improving that habi-
tat after the logging within the sale area.

When Congress goes to the trouble of articulating the precise
purposes to which money is to be put, that is regarded as an exclu-
sive list. The agency cannot supplement that list with anything
else it cares to spend the money on. If Congress does not say you
can spend the money on computers, you cannot spend the money
on computers. And yet we heard Mr. Stewart say some of the
money for K-V goes to computers, goes to lights, goes to other utili-
ties, aéld goes to pay salaries of people who are not reforesting the
ground.

Now you already provide over $200 million a year of general ad-
ministration tax dollars to pay for lights and computers and the
salaries of people who do not reforest the ground. The Forest Serv-
ice is supplementing that appropriation with money from this dedi-
cated trust fund. We think that is simply improper and illegal and
we hope to have an opinion from the court this summer.

In the meantime, Mr. Chairman, I wanted to thank you espe-
cially for the letter you wrote to the appropriations committee op-
posing a provision that was placed in the appropriations bill that
would increase the existing legal authority from zero percent for
overhead to 25 percent for overhead. That kind of back door ma-
neuver, and as far as we can tell it was not asked for by any Mem-
ber of the House of Representatives, we have yet to be able to find
somebody who wants to defend that. That is completely uncalled
for and at cross purposes with the kinds of reforms that we need
to see in the administration of this fund. So I wanted to thank you
for your leadership on that issue. I think your letter very well clari-
fied and articulated what the real issue is here. It is not an issue
of capping overhead expenditures, it is an issue of whether we are
going to have the existing laws followed or, on the other hand, re-
ward the Forest Service for 40 years of looking the other way and
engaging in what some people have called today creative account-

g.

One of the creative accounting tactics that was discussed this
morning involves raiding the K-V trust fund to spend on fire sup-
pression. It has been generally assumed by the people here that
that is an OK thing to do. I think that deserves a second look. The
statute that authorizes the expenditure of appropriated dollars for
fire suppression speaks about appropriations. Now I am just a lay
person, I am a forester, but when I read appropriations, that seems
to me to say tax dollars given by Congress to the agency—it does
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not say money paid by timber purchasers into a dedicated trust
fund that is off gudget. That does not sound to me like an appro-
priation—I think there is a serious question whether the Forest
Service can even permissively raid that off-budget trust fund and
spend it on emergency fire suppression. It certainly places you in
a catch-22 situation where they come back hat in hand and say are
you going to make up the difference, or are you going to choose be-
tween not reforesting the ground or not putting out the fire? Which
do you want? Instead of looking at reducing costs, which is what
the Forest Service should be focused on.

The issues regarding K-V are the tip of a much bigger iceberg.
Mr. Stewart talked about the aborted re-invention process the For-
est Service went through several years ago. That ought to be revis-
ited. We have here a bureaucracy that was created at the turn of
the last century and we are entering the next century now. The
Forest Service needs to be restructured and there needs to be vig-
orous debate about where that ought to go. Certainly some of the
ideas Mr. O'Toole has discussed ought to be looked at. In addition,
simply the four layers of this bureaucracy need to be re-examined.

We fundamentally have to ask what is the purpose of regional
offices, for example. A large proportion of these K-V overhead ex-
penditures go to the regional offices and you asked a question ear-
lier today about how the overhead percentage coming out of the K—
V Fund is calculated. Is it simply—does the regional office decide
what its costs are and then allocate—and then tell the units below,
you have got to take whatever percent of these K-V receipts are
needed to cover this fixed cost, or is it instead they decide well,
what are the sorts of things we do in terms of oversight and super-
vision of the reforestation and how much do those cost.

On page 8 of a report that we prepared, which 1 will pass up to
counsel, we reproduced the memorandum prepared by region 8 to
calculate its K-V overhead percentage, at the bottom of page 8.
You see in the middle of that memorandum net cash need for fiscal
year 1997 for the Washington office and regional office of $1.396
million. That is the lump sum that the Washington office and re-
gional office decided they needed for overhead. Then you see below
that the amount of K-V projects that the forests in that region
were going to carry out in 1997, $25 million worth. And a little ad-
justment for mid-year and third quarter, yielding a projection of ac-
tual year-end forest K-V projects of $23 million, and then they just
took what percent of $23 million is $1,396,000 and came up with
6 percent. In other words, they did exactly what you feared. They
decided these are our fixed overhead costs, this is the amount of
work we are going to do from the K-V Fund on the ground, what
is the percentage.

There is no indication in this calculation—and we filed a FOIA
request to get this document—there is no indication here that these
regional office overhead expenditures are actually tied to the on-
the-ground reforestation work that is being done. In fact, the in-
flated overhead values we have seen in the last several years calls
the lie on that. Why should overhead rates be jumping from 15 to
20 to as high as 30 percent in the last 3 years? Well, that is be-
cause the overhead stays fixed while the on-the-ground reforest-
ation has been declining because we are cutting less timber. We
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have not reduced the overhead nearly in proportion to the actual
on-the-ground work. ‘

Thank you, Mr. Chairman.

Mr. HORN. Well, we thank you and we thank your predecessor
there speaking to these points. How long did it take you to get this
under the Freedom of Information Act?

Mr. StAHL. This particular document was rather quick. Other
documents that are reproduced here and go into the summary table
took a lawsuit to get them. We had to sue. The Forest Service was
going to charge us $3 or $4,000 to obtain these public documents.

Mr. HORN. For xeroxing one page?

Mr. STAHL. Yeah.

Mr. HORN. Well, they have got to work in a 27 percent overhead.

Mr. STAHL. We did have to go to court and thankfully on the eve
of summary judgment arguments, the Forest Service capitulated.

Mr. HorN. Without objection, this report, “Who Says Money Does
not Grow on Trees” by the Forest Service Employees for Environ-
mental Ethics will go into the record at this point.

Mr. STAHL. Thank you, Mr. Chairman.

(The prepared statement of Mr. Stahl and the information re-
ferred to follow:]
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Mr. Chairman and members of the subcommittee. on behalf of FSEEE's 10,000 members, including its
600 Forest Service members, I appreciate this opportunity to address several administrative problems with the
Forest Service’s management of five off-budget trust funds financed by logging, including use of these funds
for overhead or indirect expenses.

FSEEE believes that national forest stewardship requires the Forest Service redirect dollars that now
feed middle and upper bureaucratic levels to funding the agency’s district ranger units. The problems ! will
discuss with the agency’s management of these five funds are but the tip of a much bigger bureaucratic iceberg,
one that eats up more than half of every agency dollar before it reaches the ground where the real job of forest
stewardship takes place. 1urge the committee to work with USDA and Chief Dombeck to ensure that “the man
on the ground who actually carries out the program™ has the needed financial resources (seg Kaufmann, The
Forest Ranger, A Study in Admjnistrative Behavior).

1 will focus on three problems with the off-budget funds. First, the Knutson-Vandenberg fund
overhead charges are preventing on-the-ground forest stewardship work from getting done. Second, with the
exceplion of the reforestation trust fund, any overhead charges made against these funds exceeds the agency’s
statutory authority. Third, the Forest Service exacerbates its on-the-ground problems by failing to charge for
Knutson-Vandenberg deposits over and above the timber sale price.

The immediate solution to these problems is simple — insist that the Forest Service follow existing law.
FSEEE has three lawsuits pending in federal district court to enforce the Knutson-Vandenberg Act’s
requirements. We anticipate a decision from the court this summer.

A wrong-headed approach has been recently adopted by the House Appropriations Committee, which
has added a provision to the Interior Appropriations bill that would allow the Forest Service to spend up to 25
percent of Knutson-Vandenberg and salvage sale fund dollars on indirect or overhead expenses. This post hoc
legislation would divert about $85 million from needed on-the-ground work and reward the Forest Service for
50 years of Jawless behavior. 1commend Chaiman Hom for opposing this ill-conceived provision. With your
leadership we can ensure that the final interior appropriations bill is a clean one.

Knutson-Vandenberg Overhead Charges Foreclose Needed On-the-Ground Work

The substantial percentage of K-V funds devoted to overhead expenses has two direct consequences for
the forest environment. First. the overhead allocation contributes to the inability to accomplish full
reforestation and renewable resource work on many timber sales. Quoting from the Forest Service's K-V
Indirect Costs and Accounting Methods Task Force Report, increased withdrawals for indirect costs *can resuit
in a drain affecting numerous projects on the SAl [sale area improvement] Plans for these sales.” Former
regional forester Zane Grey Smith, Jr., a third-generation Forest Service employee, wrote “It is accurate to say
that needed post timber sale restoration work failed to have adequate funding simply because the overhead
eroded the practical limits of resources available at the site.”” His concems are echoed by former Nez Perce
National Forest supervisor Tom Kovalicky: *“The appetite of the Regional Forester and the Chief’s office
required most of our field-generated funds to keep those organizations fully financed.” Less artfully worded, an
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anonymous Forest Service employee wrote in the SAI plan for the Superior Nationa! Forest's Sheep Ranch
timber sale: “It is painfully obvious our overhead cost (sic) are extremely to (sic) high.”

FSEEE has audited the SAI plans of half a dozen national forests during the past two years. Qur
findings are summarized in the report Who Says Money Doesn’t Grow in Trees?, which we have provided to
every member of Congress. The Stanislaus National Forest in California is a good example of the problems
caused by overhead withdrawals from K-V deposits. Of the 57 timber sales for which K-V funds were
collected during fiscal years 1994 to 1996, at least 26 collected insufficient K-V deposits to cover the
replanting and sale area improvement needs identified in the plans. The SAI plans for these sales identified
total direct project costs of $10,063.454, of which only $6.426,272 was covered by K-V collections. By
comparison, $3,259,029 in K-V collections were allocated to overhead expenses. Unfunded activities included
both reforestation projects and treatments 10 protect other resources, such as, bird, fish, and wildlife habitat.
But for the overhead rake-off, almost all of the direct project needs could have been paid for by K-V collections
($6,426,272 + $3,259,029 = $9,685,301, which is pretty close to the needed $10,063.454).

The Qverhead Charges Exceed the Forest Service's Authority

The five funds specifically state the purposes on which deposits may be spent. Only one of those
funds, the Reforestation Trust Fund, includes indirect or administrative costs as one of those purposes. All
five require that deposits beyond those required to meet the specific purposes for which they are provided are w
be retumed to the treasury. The table below itemizes the specific statutory purposes for each fund.

Brush Disposal Fund “disposing of brush and other debris™ afier logging
Knutson-Vandenberg Fund *“planting (including the production or purchase of
young trees)”

“sowing with tree seeds (including the collection or
purchase of such seeds)”

“cutting, destroying, or otherwise removing undesirable
trees or other growth . . . to improve the future stand of
timber”

“protecting and improving the future productivity of the
renewable resources . . . including sale area
improvement operation, maintenance and construction,
reforestation and wildlife habitat management™

Cooperative Work Funds “cooperative work in forest investigations”

“cooperative work in . . . the protection and
improvement of the national forests™

Salvage Sale Fund “design, engineering, and supervision of the construction
of needed roads {for salvage sales]”

“sale preparation and supervision of the harvesting of
[salvage timber]”
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Reforestation Trust Fund “reforestation and timber stand improvement”

*properly allocable administrative costs of the Federal
Government for [reforestation and timber stand
improvement]"

Congress has enumerated the uses to which these funds can be put. As the Reforestation Trust Fund
demonstrates. Congress has also shown its ability to discriminate for, and by omission, against the use of these
funds for indirect or overhead purposes. Enumeration of specific purposes for appropriations excludes use of
the funds for all other puiposes. E.g., 53 Comp. Gen. 328 (1973) (where appropriation authorized use of funds
for road ““construction” and “‘maintenance,” Forest Service could not use funds for road closure or obliteration).
“The established rule is that the expenditure of public funds is proper only when authorized by Congress, not
that public funds may be expended unless prohibited by Congress.” United States v. MacCollom, 426 U.S.
317, 321, 96 S.Ct. 2086. 2089 (1976).

In 1987. the Department of Agriculture's Office of Inspector General criticized the direct expenditure
of Knutson-Vandenberg funds on items such as fumiture, rent, supplies, and so forth that are not encompassed
by the indirect cost assessment.

After the enactment of the 1976 amendment to the K-V Act, FS management encouraged ‘imaginative
and innovative manzgement practices’ in the use of K-V funds. . . . {L]iberal interpretations were
employed in the actual allocation of costs to K-V funds. For example. the purchase of fumniture was
funded from K-V because it was used by timber and silviculture personnel whose salaries were all, or
primarily, funded by K-V monies. Also, the vehicles, utilities, supplies, rent, magazine subscriptions,
books, uniforms, etc., purchased or used by these personnel were considered legitimate direct
assessmenis to K-V funds as defined by FS personnel. . . . This practice was employed at the RO,
FSO. and RD levels of the FS. There appeared to be no established limitations as to how far this
concept could be carried.

This criticism should apply equally whether such unauthorized costs are assessed against K-V funds as
direct or indirect expenses. No matter what you call them. these expenses do not relate to reforestation and sale
area improvements, the only authorized purposes for funds under the K-V Act. These indirect costs also bear
little or no relation to the actual “costs to the United States” of reforestation and sale area improvement because
they are tied to the size and expenses of the agency’s overall bureaucracy rather than the costs associated with
restoration of cut-over forest stands.

In sum, if a private person or corporation defrauded the treasury of funds otherwise due to it by law, as
the Forest Service does by expending these funds on indirect expenditures, that person would be subject to
treble damages and a $10.000 per fraudulent transaction penalty under the federal False Claims Act. However,
because it is a federal agency that profits from the fraud, the only legal remedy appears to be injunctive relief
under the Administrative Procedures Act for actions taken “not in accordance with law™ or “in excess of
statutory . . . authority ... * 5 U.S.C. § 706(2). FSEEE has filed three cases in federal court seeking to stop
this illegal diversion of K-V funds to indirect expenses and overhead.
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The Forest Service Fails to Collect K-V Funds in Addition to the Payments for Timber

The K-V Act defines K-V funds as “‘deposits of money in addition to the payments for the timber.” 16
U.S.C. § 576b. Nonetheless, the Forest Service currently derives K-V funds directly from the payroents for the
timber and routinely expands K-V plans to capture unexpectedly high timber receipts. This practice is contrary
to the plain language of the law., judicial precedent. and past agency practice.

Near contemporaneous Forest Service guidance on implementation of the K-V Act indicates that one of
the understood purposes of the Act was 1o avoid reductions in treasury receipts as a result of the K-V
collections. See Affidavit of Paul Neff filed in State of Alabama v. United States, 461 F.2d 1324 (Ct. CL.
1972) (K-V deposits would be required from timber purchasers “only ... [w]here the receipts from the sale will
not be reduced ..."). The 1976 amendment to the K-V Act retained the statutory language “in addition to the
payments for the timber” largely without comment. The conference report accompanying the amendment
specifically described K-V funds as a “deposits requirement of timber sale contracts,” rather than as deductions
or allocations from the bid price.

By contrast, the legislation authorizing creation of the Salvage Sale Fund, which was part of the same
public law as the 1976 amendments to the K-V Act, provides for financing from the timber payments. Under
16 U.S.C. § 472(h), Congress directed that money for the Salvage Sale Fund comes “as a part of the payment
for the imber.” Thus, Congress simultaneously addressed two distinct purchaser-financed funds, the K-V fund
and the Salvage Sale Fund, and directed them to be handled in different ways.

The Forest Service's failure to collect K-V deposits “in addition to the payments for the timber” results
in some sales sold for less than the identified post-sale replanting and sale area improvement needs. This is
particularly acute on sales with only a single bidder sold at base rates. Separate identification of needed K-V
deposits would avoid this result or. at a minimum, clearly disclose that a sale will not cover the costs of
restoring renewable resources adversely affected by the logging.

When a timber sale receives an unexpectedly high bid, the Forest Service routinely expands the SAI
plan and K-V collections to capture the unanticipated proceeds from the sale. This post hoc expansion would
not be possible if K-V funds were collected “in addition to the payments for the timber™ as required by the Act.

The expansion of SAI plans after the sale is made is also contrary to the fundamental concept
underlying the K-V Act, that the deposits are an alternative to the timber purchaser itself performing the
reforestation and sale area improvement practices. As one of the Forest Service’s own lawyers explained to
Congress, “{ Tlhe expression ‘in addition to the payments for the use’[sic] was put in the Knutson-Vandenberg
Act to show that that deposit was not to be considered as a timber sales receipt which would go into the forest
reserve fund. but that it was a deposit actually to cover one of the operating costs. just as much as felling the
trees and transporting the logs 1o the mill is an operating cost.” Hearings on H.R. 2968 before Subcomm. No.
3 of the Comm. on Ag.. 81" Cong., 1* Sess. 23 (1949).

Clearly. no timber purchaser would constantly expand its operating costs simply because it found itself
in possession of a more valuable set of timber that it had anticipated. Just as clearly, by identifying
reforestation and renewable resource protection as “operating costs™ of a timber sale to be paid by a purchaser,
Congress did not intend either to saddle the purchaser with a share of the agency’s overhead costs or to reduce
timber sales receipts to the national treasury. The Forest Service has impermissibly converted the K-V Act
from a mechanism for covering the environmental and natural resource costs of a particular logging operation
to an unauthorized means of augmenting the agency’s own revenues and budget.
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Finally, where timber receipts are allocated to both the K-V fund and the Salvage Sale Fund, the K-V
fund gets the short end of the stick. Money that could and should go to needed K-V projects is instead diverted
to the Salvage Sale fund used to prepare additional timber sales. The result, as found in a Washington Office
review, is that “[o]n many Sierra forests, SSF is being over collected at the expense of the K-V program,
including K-V essential reforestation.” November 14, 1994 letter from Deputy Chief to R-5 Regional Forester.
Adherence to the plain language of the law would avoid this shifting of funds because K-V deposits must be
collected “in addition to the payments for the timber,” while salvage sale fund deposits are “a part of the
payment for the timber.”

Conclusion

The Forest Service's abuse of its statutory authority did not begin with this Administration. These
problems evolved over a 50-year period as the agency bureaucracy sought creative ways to keep for its own
purposes the increasing receipts from active timber management following World War II. Reform will require
that the Forest Service do something radical - it must follow the law.
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a land ethic which ensures ecologically
and economically sustainable resource

management.
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WHO SAYS MONEY
DOESN’T GROW ON TREES?

The Knutson-Vandenberg Act — A Legacy of Creeping Bureaucracy

The Knutson-Vandenberg Act was passed by Congress in 1930 to give the L1.S. Forest Service a way to restore logged-coer land.
In fact, the agency misdirects millions of dollars from the fund each year to pay for bureaucratic overhead.

ongress passed the Knutson-Vandenberg

(K-V) Act in 1930 to provide a mecha-

nism for reforesting cut-over national
forest lands. The act authorizes the U.S. Forest
Service to charge purchasers of timber a pre-
mium, over and above the price of the trees, to
cover the cost of replanting, removing un-
wanted brush, and, as authorized by 1976
amendments, protecting and improving the
productivity of fish, wildlife, recteation, and
other renewable resources within the particular
timber sale area from which the funds are
collected. Funds in excess of the cost of doing
the work are to be returned to the U.S. Treasury
as a miscellaneous receipt.

Early Forest Service reforestation policy

encouraged nature) seeding and discouraged
artificial planting. The agency’s main concern
with planting was its relative high cost com-
pared to natural regeneration. Early silvicul-
tural practice emphasized individual tree
selection, shelterwood, and other systems
designed to encourage natural seeding.
Ciearcutting was disfavored; in fact, in some
regions like the Pacific Northwest, it was
banned by regional foresters. Given these
policies, the Forest Service had little need to
use the K-V Act’s authority, and the statute
received scant attention until after the second
World War.,

In 1947, the Forest Service sought the U S.
Comptrcller General's permission to allocate a
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modest portion of K-V funds to cover the cost of
hiring bookkeepers to account for the funds. The
Comptroller General denied the agency’s initial
request on the basis that the Act did not specify
overhead as one of its authorized activities. The
opinion concluded that such use of the fund
amounted to uniawful augmentation of funds
already appropriated for overhead purposes.

The Forest Service reiterated its request on the
grounds that the phrase “cost to the United
States” for planting and other on-the-ground
activities includes overhead costs associated with
these activities, The Comptroller General re-
lented and allowed the Forest Service to charge
modest clerical costs against the K-V fund. At
that time, deposits to the K-V fund were about
31 million per year and the Forest Service
expected to expend 6 to 10 percent of these
funds on clerical functions,

3

In 1957, the Forest Service made a subtle but
signiticant change to the administration of the K-V
Act. Instead of charging timber purchasers a K-V
premium over and above the price of the timber to
cover reforestation costs, the agency absorbed the
K-V costs into the timber sale price. Prior to 1957,
timber sale contracts separately itemized the price
of the timber and the additiona! deposit for refores-
tation and other K-V activities. After 1957, the
agency did not specify K-V costs in bid documents
or contracts and simply accepted a Jump sum
payment (or bid) from timber purchasers.

As a result of the 1957 change, the Forest Service
now treats all but $0.50 per thousand board feet
(mbf) of timber sale receipts as available for K-V
expenditure.' For example, in 1993 the Forest
Service decided to sell the Indian Boundary timber
sale on the Cherokee National Forest (Figure 1).
The appraisal predicted the sale would sell for

Figure 1: 1993 Knutson-Vandenberg Plan for the Indian Boundary Timber Sale
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$14,868, which, after deducting $0.50/mbf for
the Treasury, left $14,712 “available” for K-V
expenses. The agency prepared a K-V plan for
the sale that called for spending $14,500 on trail
improvements and removing slash from previ-
ous logging, with over one-third of this money
going to overhead.

The Forest Service sold the timber at competi-
tive auction for more than it had anticipated —
$26,935 (the difference between the advertised
price and the high bid is called the “overbid,”
amounting to $12,067). Immediately thereafter,
the Forest Service revised the K-V plan (Figure 2)
by adding new activities (filling in rootball
holes, seeding, and fertilizing) for a total K-V
expenditure of $26,500, fully 99% of the
$26,778 (bid price of $26,935 less $0.50/mbf)
“available” for K-V financing. If not for the
revised K-V plan, the U.S. Treasury would have
received $12,435; instead the Treasury was
left with $156. The sale cost taxpayers about
$85 per mbf to prepare and administer
($26,295), leaving the Treasury with a net loss
of -$26,139.20.2

Over the 3-year period between 1993 and
1996, the Cherokee National Forest revised its K-
V plans in this manner to “capture” $650,000 in
overbid monies that would otherwise have gone
to the Treasury. These funds were not charges
made “in addition to the payments for the
timber,” as required by the K-V Act; they were
monies taken directly out of timber sale receipts.
According to the Act, the Forest Service should
have charged these costs to the timber sale
purchaser over and above the price of the
timber.

In addition to withholding from the Treasury
receipts due it by law® the Forest Service has
increased its overhead costs from the nominal
amounts (6 1o 10 percent) authorized by the U.S.
Comptroller General in 1947 to as much as 72
cents of every K-V dollar (Chattahoochee/
Oconee National Forests, see table on page 11).
Nationwide, the Torest Service spends an aver-
age of 36 cents of every K-V dollar on overhead,
amounting to some $75 million per year (the
exact amount varies from year to year). The
Forest Service receives in addition about $300
million from Congress in appropriated funds for
general administration. The K-V overhead
charges appear to run afoul of governmental
rules against augmentation of appropriations.

These overhead charges are skimmmed off at
every level of the Forest Service hierarchy, from
the Washington, D.C., office, to the nine
regional offices, the approximately 100 forest
supervisor offices, and more than 400 district
ranger offices. The overhead funds help pay for
clerical, computer, and other support staff,

timber, silviculture, wildlife, fisheries, and
other program staff, rent, utilities, and the like.
For example, in fiscal year 1997 Region 8
(headquartered in Atlanta, Ga., and the home
region of the Cherokee National Forest} will
collect $1.9 million in K-V monies for over-
head expenses in the regional office alone, of
which $967,000 is “carry-over” from the
preceding fiscal year (Figure 3).4

In many instances, the high overhead
assessments prevent needed on-the-ground
work from being completed. For example,
consider the Cherokee’s Basin Creek sale,
which sold in 1990 for $132,039 (Figure 4).
After deducting $36,231 for purchaser road
credits,® and $656.50 for the Treasury’s Na-
tional Forest Fund (80.50/mbf), the “stumpage
available for K-V financing” amounted to
$95,151. The Sale Area Improvement and K-V
Collection Plan identified $123,082 of activi-
ties needed to improve the sale area (pre-
scribed burning, planting, and the like), of
which $84,325 consisted of direct project costs
and $38,757 of overhead.

Instead of reducing the overhead amounts,
the Forest Service dropped 109 acres of refores-
tation, 69 acres of seedling release from
competing shrubs, 278 of the 284 acres of
seedling survival exams (to confirm the
seedlings had not died), alt of the heliseeding
and all of the wildlife habitat improvement
projects. [n the end, K-V deposits will fund
$65,188 of direct project costs, consisting of
the prescribed burning, planting, some of the
seedling release and a few survival checks. In
addition, the Forest Service will divert $29,960
in overhead expenses from the sale. Had the
Forest Service not diverted these overhead
monies it could have funded all of the direct
costs of the needed on-the-ground work
(865,188 + $29,960 = $95,148, which is greater
than $84,325) and returned 16 times as much
revenue to the U.S. Treasury (310,831 com-
pared to $656).

An audit of Cherokee National Forest timber
sales logged between 1994 and 1997 revealed
15 additional timber sales like Basin Creek that
had insufficient K-V funds to pay the direct
costs of sale area improvement needs. The
total K-V deficit amounted to $203,447.
However, during the same period the Cherokee
diverted $856,005 of K-V funds to overhead.
But for the overhead assessments, the Forest
Service could have completely funded its sale
area improvement needs and returned over
half a million more dollars to the Treasury.

Cumulatively across the nation the diver-
sion of K-V funds to overhead has led to a
growing reforestation backlog. According to



the Forest Service’s Budget Notes to Congress,
the 1997 backlog of unaccomplished reforesta-
tion and timber stand improvement needs will
grow by 92,000 acres to a total of 1,578,000
acres. Though the agency is up-front about the
shortfall, nowhere does the Forest Service
acknowledge to Congress that the source of the
problem is the high overhead rake-off from K-V
funds. In fact, the Forest Service’s budget docu-
ments do not admit to any overhead charges
whatsoever.

What began as a well-intentioned law that
requires loggers to pay for reforesting and
repairing the public’s cut-over lands has evolved
over the decades into a multi-million dollar
boondoggle that fuels a bloated Forest Service
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bureaucracy, robs taxpayers of timber receipts, and
creates an incentive to log no matter the environ-
mental or fiscal costs.

In sum, the Forest Service violates the K-V Act in
the following ways:

1) Failing to charge purchasers for the full K-V
costs, over and above the price of the timber;

2) Skimming off overhead funds from K-V
deposits that are ear-marked by law to reforestation,
brush disposal and other sale area improvements;

3) Diverting timber sale receipts from the Trea-
sury to the agency’s K-V account; and,

4) Pooling K-V funds across multiple timber
sales, violating the mandate that K-V deposits be
spent within the sale area from which they are
collected.

Figure 2: Revised Knutson-Vandenberg Plan for the Cherokee National Forest
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These violations have led to:

1) An inflated Forest Service bureaucracy that
now consumes $75 million a year in overhead
(over and above Congressional appropriations of
about $300 million for that purpose) — funds
that by law are supposed to be, but are not
aiways, spent within timber sale areas for
environmental improvement;

2) Losses to the U.S. Treasury amounting to
tens of millions annually as the Forest Service
fails to charge purchasers the full cost of K-V
projects, over and above the price of the timber;

3) An agencywide incentive to sell timber
because failing to do so cuts off the overhead
stush funds.

The reaction from knowledgeable people,
both within and outside the Forest Setvice, to
these abuses shows that these matters are not
simply arcane accounting issues. People under-
stand that abuses of the K-V Act have reai on-
the-ground effects on the public’s forests. Here’s
what some of these people have said:

“... I think this country should put on high
priority the repeal of the (Knutson-Vandenberg
Act), passed in 1930, that provided funding for
the Forest Service from the sale of timber.
Money corrupts. It has changed the Forest
Service from a guardian of our national re-
sources to exploitation of them. This is not good
for our country and causes many of our prob-
lems. There are many wonderful people that
work for the Forest Service that do not believe in
what they are doing but it is their job.”

— Fred Behm (citizen)

Blue River, OR

“The extraordinarily high overhead assess-
ments, which began in the mid 1950’s, have
been a disturbing matter for Forest Service at ail
levels for a long time. During my 34 year career
with the Service, primarily in Oregon, Washing-
ton, California and in the Chief’s office, | have
observed frustration with these excessively high
rates at all levels. As a District Ranger, Forest
Supervisor, Regional Forester and as a Staff
Director on the Chief’s staff, I personally shared
these frustrations. It is accurate to say that
needed post timber sale restoration work failed
to have adequate funding simply because the
overhead eroded the practical limits of resources
available at the site.”

— Zane Grey Smith, Jt. (former Forest Service
regional forester)

Springfield, OR

“. .. It seems perfectly obvious that (K-V
overhead) is a primary cause of the serious
overemphasis on timber sales to the detriment
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of all other considerations. Further it is very
unfajr to the Forest Service management
personnel because, on the one hand they are
asked to manage for multi-purpose uses but,
on the other hand they are being told, indi-
rectly but unmistakeably, that they must sell
timber in order to maintain the funding which
pays their salaries. This reaily puts them
between the proverbial rock and a hard place.”

— Karl E. Balliet (citizen)

Bedford, VA

“... The formula we used to determine and
then distribute the K-V funds was very auto-
matic; we set aside at least three levels of
overhead assessment first and then applied the
remainder on the ground. Frequently the
remainder was not enough to buy and plant
the new trees. It was often supplemented by
other funds from the Forest Service Budget to
complete the job of reforestation. . . . The
appetite of the Regional Forester and the Chief’s
office required most of our field-generated funds
to keep those organizations fully financed.”

-—~ Tom Kovalicky (former Forest Service
forest supervisor)

Grangeville, ID

“It is painfully obvious our overhead cost
{sic) are extremely to (sic) bigh.”

— anonymous Forest Service employee,
Superior National Forest, as written in the
Sheep Ranch timber sale K-V Plan

The solutions to these problems are simple
and straightforward. In the words of former
Chief Jack Ward Thomas, the Forest Service
should simply obey the law. That means
charge purchasers the costs of reforestation
and other sale area improvement needs over
and above the price of the timber. it means
stop diverting K-V funds collected from
purchasers into the black hole of bureaucratic
overhead. It means spend K-V dollars only
within the sale area from which those dollars
were collected.

Eliminating K-V overhead rake-offs will
necessarily reduce the availability of funds to
higher levels of the Forest Service bureaucracy.
This may prove a good thing in the long run.
The Forest Service should reevaluate the need
for four layers of administrative hierarchy.
Eliminating one of those layers, such as
regional offices, and reducing the number of
forest supervisor’s offices, would likely cover
completely the lost K-V overhead funds. This
would further empower field-level managers to
meet the Forest Service’s basic mission —
serving the public and caring for the land.
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End Notes:

1) The $0.50/mbf allowance to the U.S.
Treasury is based on the historical average cost
to the government to prepare and administer
timber sales. At least until 1956, Forest Service
policy required that timber prices be no less than
the “cost to prepare and administer sales.” Today
timber sales cost $60 to $100/mbf to prepare and
administer, but the trees are sold for as little as
$2 or $3/mbf on some national forests (see
Humpback timber sale, Tongass National Forest,
which sold in 1997 for $2.58/mbf), and the
policy is still to guarantee only $0.50/mbf to the
Treasury. For salvage sales, Forest Service policy
does not even require this nominatl return;
instead virtually all of the receipts are diverted to
the Forest Service’s Salvage Sale Fund for prepar-
ing new salvage sales.

2) Total U.S. Treasury losses are even greater
because the State of Tennessee is entitled to 25
percent of the gross timber sale receipts, that is,
0.25 x $26,935, or $6,734. If a timber sale has
inadequate sale receipts (because of K-V with-
drawals, purchaser road credits, or salvage sale

Figure 3: Region 8 Overhead Rate Calculation

fund removals) to cover the 25% payments, the
Treasury picks up the difference. Thus, the total
loss to taxpayers from this sale alone amounts to
$32,872.

3) "All money received by or on account of the
Forest Service for timber . . . shall be covered into
the Treasury of the United States as a miscellaneous
receipt.” 16 U.S.C. 499 (Act of March 4, 1907).

4) The Forest Service’s Washington Office will
collect $457,157 from Region 8’s K-V account to
spend on its own D.C.-based overhead. In sum,
the Washington Office collected a nationwide
total across all nine regions of $3,848,000 from
the K-V account for its own overhead in fiscal year
1997.

5) Purchaser road credits are deductions from the
price of the timber credited to the timber purchaser
in exchange for the purchaser building the logging
road to access the timber sale.

For more information about the Knutson-
Vanderberg Act or how the Forest Service
allocates reforestation funds, contact FSEEE.
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Figure 4: Knutson-Vandenberg Plan for Basin Creek Timber Sale
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Where Does the Money Go?

study financed by FSEEE and conducted by the Thoreau Institute, an economic think tank, found that 36 cents

of every dollar collected under the Knutson-Vandenberg Act is spent on overhead. The study’s results are sum-

marized in the table below. The first column shows the percentage of K-V trust funds spent on administrative
overhead by each national forest. The overhead money was divided between the Forest Service’s Washington, D.C.
headquarters, regional offices, forest supervisors’ offices, and district offices. For example, 45 cents of every K-V dollar
collected on Washington’s Olympic National Forest is diverted to overhead. Thirteen cents of that go to the Olympic's
four ranger districts, 25 cents to the supervisor’s office in Olympia, Wash., six cents to the regional office in Portland,
Ore., and one cent to the Washington, D.C. office.

Northern Region (1) Fishlake (Utah) 24% $25,694
Bitterroot (Mont.) 23% $75,050 Humboldt/Toiyabe (Nev.) 18% $935
Clearwater (Idaho) 31%  $918876 Manti-LaSal (Utah) 25% $13,165
Custer (Mont.) 31% $892 Payette (Idaho) 29%  $1,190,876
Deerlodge (Mont.) 24% $74,879 Salmon (Idaho) 27% $149,526
Flathead (Mont.) 41%  $285,014 Sawtooth (Idaho) 29% $45,148
Gallatin (Mont.) 48%  $217,943 Targhee (Idaho) 30% $175,759
Helena (Mont.) 27% $68,388 Uinta (Utah) 29% $24,114
Idaho Panhandle (Idaho) 29%  $3448,427 Wasatch-Cache (Utah) 29% $77.482
Kootenai (Mont.) 32%  $1,234,768
Lewis and Clark (Mont.) 2% sy Pacific Southwest Region (5)
Lolo (Mont) 35%  $1756,130 Angeles (Calif.) 32% $2352
Nez Perce (Idaho) 31%  $1341973 Cleveland (Calif.) 1% $141
Eldorado (Calif.) 38% $3,512,074
Rocky Mountain Region (2) Inyo (Calif.) 38% $147,185
Nebraska (Neb.) 23% $4,396 Klamath (Calif.) 35% $423,420
Arapaho/Roosevelt (Colo.)  40% $73,186 Lake Tahoe BMU (Calif.) 32%  Unknown
Bighorn (Wyo.) 22% $43,325 Lassen (Calif.) 3% $838,053
Black Hills (S.D.) 31%  $1,201,208 Los Padres (Calif.) 40% $1,128
GMUG (Colo.) 33%  $151,195 Mendecino (Calif.) 33% $82,318
Medicine Bow /Routt (Wyo.)  32%  $133,575 Modoc (Calif.} 2%  $2,250921
Pike/San lsabel {Colo.) 20% $38,279 Plumas (Calif) 36%  $13375%2
Shashone (Wyo.) 27% $481 San Bernadino (Calif.) 34% $19,255
White River (Colo.) 20% $39,761 Sequoia (Calif.) 35%  $570,580
Shasta- Trinity (Calif.) 38% $450,384
Southwestern Region (3) Sierra (Calif.) 37%  $1,258,982
Apache-Sitgreaves (Ariz.) 37% $405,523 Six Rivers (Calif.) 33%  $1,845900
Carson (N.M.) 37%  $109,530 Stanislaus (Calif.) 43%  $2222,897
Cibola (N.M.) 27% $15,776 Tahoe (Calif.) 38% $978,606
Coconino (Aiz.) 39%  $157,397
Gila (N.M.) 30% $48,348 Pacitic Northwest Region (6)
Kaibab (Ariz.) 23% $78,897 Colville (Wash.) 28% $625,617
Lincoln (N.M.) 35% $11,081 Deschutes (Ore.) 35%  $1,587,751
Prescott (Ariz.) 30% $11,247 Fremont (Ore.) 30%  $1,034540
Santa Fe (N.M.) 32% $14,014 Gifford Pinchot (Wash.) 33% $804,499
Tonto (Ariz.) 28%  $105,673 Matheur (Ore ) 26%  $15976,891
. Mt. Baker/Snoqualmie (Wash.) 49% $803,531
Intermountain Region (4) Mt. Hood (Ore.) 45%  $1,702,015
Ashley (Utah) 29% $40,547 Ochoco (Ore.) 30%  $1,207,216
Boise (Idaho) 27%  $2,030,171 Okanogan (Wash.) 25% $366,906
Bridger-Teton (Wyo.) 29% $91,055 Olympic (Wash.) 45% $53,994
Caribou (Idaho) 22% $22,203 Rogue River (Ore.) 42%  $1,129175
Challis (Jdaho) 27% $26,624 Siskiyou (Ore.) 39% $725,482
Dixie (Utah) 25%  $229,140 Siuslaw (Ore.) 29%  $1,086,734

10
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Virtually every national forest across the coundry uses the Knutson-Vandenberg Act lo pay for overhead expenses, taking a
tangible toll on the health of the land

Urnatilla (Ore.}

Umpqua (Ore.)
Wallowa-Whitman (Ore.)
Wenatchee (Wash.)
Willamette (Ore.}
Winema (Ore.)

Southern Region (8)
Alabama Forests (Ala.)
Carribean (Puerto Rico)
Chatt./Oconee (Ga.)
Cherokee (Tenn.)

Daniel Boone (Ky.)
Florida Forests (Fla.)
George Washington (Va.)
Jefferson (Va.)

Kisatchie (La.)
Marion-Sumpter (S.C.)
Mississippi Forests (Miss.)
N. Carolina Forests (N.C.)
Quachita (Ark.)

Ozark /St. Francis (Ark.)

33%
29%
34%
24%
37%

31%

61%

0%
72%
37%
44%
53%
39%
45%
55%
30%
29%
42%
38%
45%

$2,355,986
$659,604
$890,493
$671,516
$3,212,823
$1,208,787

$2,061,373
$ 604,098
$231,243
$402,880
$466,614

$214,695
$2,029,357
$436912
$1,918,040
$333,665
$3,221,416
$1,625,080

Texas Forests (Texas)

Eastern Region (9)
Allegheny (Pa.)
Chequamegon (Wis.)
Chippewa (Minn.)
Green Mountain (Vt.)
Hiawatha (Mich.}
Huron-Manistee (Mich.)
Mark Twain (Mo.)
Monongahela (W.Va.)
Nicolet {Wis.)

QOttawa (Mich.)
Shawnee (1IL.)

Superior (Mich.)
Wayne/Hoosier (Ind.)
White Mountain (N.H.)

Alaska Region (10)
Chugach (Alaska)
Tongass (Alaska)

Nationwide Average

54%

27%
27%
16%
35%
32%
37%
27%
20%
27%
27%
20%
34%
33%
43%

29%
25%

36%

$1,931,525

$634,192
$216,289
$191,560
$33,055
$338,815
$336,98%
$697,138
$43,869
$139,252
$211,822
$213,501
$3,189
$63,465

$1,305
$649,380
$73,935,311

1



The Knutson-Vandenberg Act was desig;

Forest Service's bureaucracy.

d to replace trees that arc cut for lumber. In reality, much of the money goes to fund the

What the K-V Act Says

Act of June 9, 1930

Sec. 3. The Secretary of Agriculture may, when
in his judgement such action will be in the
public interest, reacquire any purchaser of
National Forest timber to make deposits of
money in addition to the payments for the
timber, to cover the cost to the United States of
(1) planting (including the production or
purchase of young trees), (2} sowing with tree
seeds (including the collection or purchase of
such seeds), (3) cutting, destroying, or otherwise
removing undesirable trees or other growth, on
the Nationa! Forest land cut over by the pur-
chaser, in order to improve the future stand of
timber, or (4) protecting and improving the
future productivity of the renewable resources of
the forest land on such sale area, including sale
area improvement operation, maintenance and

construction, reforestation and wildiife habitat
management. Such deposits shall be covered into
the Treasury and shall constitute a special fund,
which is hereby appropriated and made available
until expended, to cover the cost to the United
States of such tree planting, seed sowing, and
forest-improvement work, as the Secretary of
Agriculture may direct: Provided, That any portion
of any deposit found to be In excess of the cost of
doing said work shall, upon the determination that
it Is so in excess, be transferred to miscellaneous
receipts, Forest Service Fund, as a National Forest
receipt of the fiscal year in which such transfer is
made: Provided further, That the Secretary of Agri-
culture is authorized, upon application of the
Secretary of the Interior, to furnish seedlings, and/
or young trees for replanting of burned-over areas
in any National Park. (16 U.S.C. 576b)

12
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ZANE G. SMITH, JR.
- Natural Resource Policy - Gov't Reictions

37809 Shencnaoch Lo » SprnGHeic, OR 97478 US4
ere/HCx {541) 20096 © E-Mar mrethgiocapcon

Andy Stahl, Director . Juty 25, 1996
AFSEEE ) N
P.O. 11615

Eugene, OR 97440 Via Fax: 2 Pages
Dw Andy:

“Thank you for briefing me on the Association's concern and planned discussions on the
Forest Service’s management of the KV fund. 1 believe your development of 3 white
p-wunnniynndmuldbcgmhepmmofnsdedreﬁxm

The extraocdinanly high ovedndmmmwmbegmmmmud 1950°s, have been
a disturbing maner for Forest Service people at all levels for a long time. - During my. 34
year carcer with the Service, primasily in Oregon; hi California and in the
Chiefs office. I have observed ton with these: ively high rates at all levels. As
a District Ranger, Forest Suparvisor, Regional Forester and as & Staff Directoron the .
Chief's s1aff. '} personaily shared these. frustrations. 1t 18 accurate 16 say that.needed post

timber sale restoration work failed to have adequase dunding simply because the oveshead

eroded'k- ical lmits of resot ilable at the site,

The problem is rooted in complex causes, foremost of wiich, is lhe budgumg system the

-Forest Service must foilow. The Congressional appropriarions process does aot recogrize -

“the basic dship leve! ot funding required t mprﬂympthe?ﬁmmlhmts
under the law * Consequently the agency is forced to be creative inits managsmant of
available funds to assure the basic level of stewurdship, - This results in the assignmant to
funds suet: as KV, responsibilities thal were not d when the law was passed
When the value ¢ is marginal on.a particuiar timber saie, the high overhead can
mean thal needed work cannot be financed. District Rangers. :n particular, have & difficult
sime Tationalizing tunds beiny diverted 1o higher tevels of overhead in the Forest Service,
even the Chier's Office.

1 really believe to resoive the dilemma, Congress must initiate reform in the way it

provides funding 10 the Forest Service for management of the Nutionai Forests. Ceniral 10

that is to provide a basic stewardship leve! for each National Forest and allow the budger
o increaye beyond that through funding of specific programs and their targets. : Forest

Service officers thus would be hold ble first for basic p ion and

tegrity, and then flor lish of other essigned targees  This would diminish the
- meed for the high overhead expericnced by KV, BD and other similar funds.

1 applaud your:pian to prepare a white paper on this issue around the KV fund and to
initiaze discussions with USDA, the Forest Service, and other interested parties. The
Forest Service should welcome these discussions, as it has been the vicnm of a budgetary
pracess that has led 10 the problem:

Thank you again for sharing your plans with me,

13
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Mr. HORN. Our next presenter is Mr. Michael Roddy, the presi-
dent of Green Framing Systems. It is nice to see you, Mr. Roddy,
we have talked on the telephone.

Mr. RoDpy. It is good to see you. Yeah, thanks for inviting me.

I would like to preface my remarks by saying I am not much of
an expert on Forest Service fiscal policy or economic management.
I am here more to talk about the bigger picture, particularly as it
affects the construction industry and commodity pricing of wood as
it appears from the national forests.

It appears to me that Forest Service management for some years
has been following a very old economic model dictated by the fact
that you think they can turn trees into money, and that by con-
tinuing to produce timber from the national forests, it would pro-
vide revenue to finance the other needs. This kind of got out of con-
trol in the 1980’s to the point where Judge Dwyer ruled in the
early 1990’s that we were severely over-cutting our national for-
ests, we were violating environmental laws. Many of the national
forests’ replanting efforts were not succeeding and anybody who
has flown over these areas can certainly see a scene of considerable
devastation. It was something that was very troubling to me, hav-
ing grown up in California and the northwest and having lived in
Oregon for a number of years.

I think it is kind of wise to view this overall perspective in terms
of fiscal responsibility and what the true costs of timber sales are.
As a couple of examples, I think you could say that fiscally, the An-
geles National Forest was a failure in the 1980’s because it did not
produce any commodities and people had to use it for recreational
interests paid for by the taxpayer. The Olympic National Forest
was a success because they generated huge amounts of old-growth
timber from there, the books looked very nice at the end of the
1980’s and now naturally we are having to deal with not only a re-
source that has been almost destroyed in that particular area, but
also areas that are going to cost untold millions and possibly bil-
lions of dollars to restore to anything resembling the original habi-
tat conditions.

I think the outrage expressed in Dwyer’s decision is continued to
be felt by the American public and what we continue to see in
these kinds of confrontations in Congress that Mr. Davis described
is, on the one side, environmentalists say clearly we have not
logged sustainably in the national forests, our resources have been
degraded, we are paying the piper for it now, let us stay away from
it for awhile. On the other side is not so much the timber industry
but the construction industry, through their political arms in Con-
gress, and I refer to the National Association of Homebuilders, the
National Board of Realtors, and even the carpenters’ union, which
continue to maintain that we need a continuous supply of com-
modity two-by-fours from the national forests so we can have the
American dream, so the homeowner will not be penalized by high
construction costs, and so we can keep timber prices low.

My own perspective is a little different. I got into the steel con-
struction industry in 1993 because 1 was a little outraged by what
I had seen in the national forests and because I thought there must
be a more durable and more environmentally sensible way to build.
Well there was a tremendous lumber price spike in 1994, timber
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prices reached $500 a thousand, there was a tremendous amount
of euphoria in our industry because we thought finally we are
going to have a market. In fact, there was a tremendous amount
of interest in steel at the time, our technology was still in its in-
fancy, we had really only developed the engineering standards in
1991, so we were tinkering with it, but in a lot of locations we were
competitive with wood, even in that early stage of the technology.

at happened after the price spike of 1994 was that there
began to be a tremendous importing of lumber from Canada, par-
ticularly from old-growth forests in British Columbia and more re-
cently from the northern prairie provinces such as Saskatchewan
and Alberta. They make no pretense of loiging sustainably up
there. Approximately 70 percent of the lumber that comes from
Canada is from old-growth forests, as is the majority of the lumber
that is now taken out of our own national forests. Homebuilders es-
timate that about 40 percent of the lumber used in housing con-
struction now comes from Canada.

So what we have is a situation where environmentalists and
pretty much a consensus of the American public have said maybe
we do not need to cut old—fgrowth forests any more, let us look at
sustainably managed tree farms, let us look at more sensible ways
of producing building materials, while at the same time we are con-
tinuing to carry out these ravages.

This situation can best be changed in two ways: One is, the For-
est Service could legitimately address the cost of logging, to include
restoration costs, damage to the environment, and particularly
whether these trees are in fact going to grow back in the long term.
The evidence is that they are not going to in an economically fea-
sible way. A merchantable tree rotation in most areas of the na-
tional forests, which tend to be steep and have short growing sea-
sons and thin soils, is in the neighborhood of at least 60 years to

roduce a 12-inch diameter tree. The private sector would have dif-
gculty justifying an investment that does not produce results for 60
years because capital has to be tied up for this period. That is why
private sector timber production tends to come now from the south-
east and from tree farms in the northwest that are in more favor-
able locations, that are in lower elevation and receive more rainfall
and can produce timber on shorter rotations.

If in fact, we cannot produce timber in the national forests that
can compete in terms of commodity pricing with timber that is pro-
duced in the private sector, then maybe we should not be doing it.
To give you kind of a clear cut example, right now a 2 by 4 costs
$2. This is 8 feet long, inch and a half by 3% inches. It supports
16 inches of roof or wall space, however you want to interpret it.
This is pretty tough competition and it is probably about the cheap-
est structural material you can find anywhere in the world.

This is one reason I have shifted my business to overseas mar-
kets where light gauge steel competes very well with various forms
of masonry, concrete, and brick production. Next week, I am meet-
ing with the Governor of India, trying to negotiate to build 50,000
houses in New Delhi for slum-dwellers. They believe we can com-
pete effectively even with simple mud brick technology, both in
terms of speed, effectiveness, and even hard costs. I do not think
we could do that in this country trying to compete with 2 by d4s.
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It is against the law in India to build with wood, as it is in the
Philippines. You cannot build with wood in most parts of Europe
because the building codes consider it a fragile material, does not
have the right floor deflection characteristics and it burns in a fire.
So this addiction we have to wood construction that is perpetuated
by national forest policy is maybe something we need to take an-
other look at.

Considering the cost of reforestation, long-term capital invest-
ments, damage to the environment and putting a value on a tree
and habitat, which currently is designatetf a value of zero by Forest
Service accounting methods, maybe a 2 by 4 that comes from the
national forest, particularly from an old-growth forest should cost
$3 or $3.50. If that is the case and it cannot compete in the open
market, then that is OK. Either prices rise and alternative mate-
rials begin to take market share or else it is not economical to take
these trees out.

But what has happened now, in effect, is that we have subsidized
timber production from the national forests in order to produce a
commodity to buttress the American construction industry. Every
time lumber prices spike, the home builders will all call up their
Congressmen and say what are we going to do, people are bein,
priced out of the market, builders are going crazy, how can we aig-
ford this. The reality is that for a 2,000 square foot house, the con-
struction costs are going to be about $100,000, a little higher in
California, around 550 a square foot. Out of that cost, it is only
foing to be about $5 a square foot for the wood. So if you have a
umber price spike, it will increase the price of a house about
$2,000. This is not very much to the consumer, it is not going to
price very many home buyers out of the market, the natural eco-
nomic solution would be the home buyer will maybe use a little less
wood or have a little smaller house.

But the reason, in defense of the home builders, that they have
made such a big issue out of this is a price spike which is unpre-
dictable and which is effectively called by long-term timber short-
age could effectively wipe out his profit. Home building is a very
low margin competitive business in this country. If you suddenly
add $2,000 on very short notice to the price of a house, another re-
gional home builder or maybe even another contractor will go

roke. As has continued to happen in California, the big guys will
take over. We do not necessarily want to see this happen either.
Stable commodity pricing for home building materials is the an-
swer, but a free market and an unsubsidized market is even more
the answer.

Thank you.

Mr. HORN. Well, we thank you, Mr. Roddy.

[The prepared statement of Mr. Roddy follows:]
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Michae! Roddy 562 983-8081
One World Trade Center, Suite 805 562 983-8085
Long Beach, Cal. 90831

CURRICULUM VITAE

Bomn 1947, San Antonio, Texas. Grew up in Northern California and
Washington. Married with one child.

Education: University of California Berkeley, A.B. 1969. Graduated in top 1/4 of
class. Social Science Field major, independent study of technology emphasis.

Publications: Numerous articles in technical and environmental journals,
including Mefal Home Digest, Light Gauge Steel Engineers Journal, and
Headwaters Journal. Papers submitted to Construction Specifications Institute,
Metalcon, Eco Expo, and International Conference for Sustainable Steel.

Government Activities: Testified before US Congress in 1997 (Interior
Appropriations). Worked closely with Washington on Research and Development
funding for steei framing (approved in 1998) and on Federal Agency support and
coordination for India low income housing.

Career Highlights

1993-98: President, Green Framing Systems, acting as steel framing consultant,
product broker, and development principal. Built 300 units in Kobe, Japan, in
1995. Brought LBN header, a high tech specialty beam, onto the American
market in 1996. Won contract to build light gauge steel housing for American
Embassy employees in Bucharest, Romania, in 1997. Consulting performed for
delegations from Japan, China, Belgium, Mexico, Sweden, and Australia, as well
as multinational corporations such as BHP and Kawasaki. Frequent speaker at
building and environmental conventions.

1980-92: Semiretired real estate developer in Ashland, Oregon. Led wilderness
expeditions, such as the first descent of the Mahajamba River in Madagascar.
Extensive private research and world travel undertaken.

1976-79: Production Manager, Alten Corporation, Mountain View, Cal. Oversaw
manufacturing of high tech extruded copper/aluminum solar collectors.

1974-76. Owner, Water Wilderness Trips, Ashland, Ore. Ran whitewater and
steelhead fishing expeditions on the Rogue, Klamath, and Grand Ronde Rivers
in Oregon and the Colorado River through the Grand Canyon in Arizona.

Interests:. History of technology, historical philosophy, forest ecology, structural
engineering, worldwide house design. References provided on request.
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NATIONAL FORESTS ARE MANAGED FOR COMMODITY PRODUCTION

For the last five decades, National Forest management policy has
emphasized low cost timber production. This has been achieved by a variety
of subsidies, including purchaser road credits, below cost timber sales, and
an accounting system that assigns zero value to both trees and wildlife. Even
when timber bidders pay only for Federal administrative costs, deficits are
common practice. The Congressional Research Office verified a Forest
Service budget deficit of $791 million for fiscal 1996.

The political pressure for forest policy has come from the American
construction industry, which is the biggest industry in the world and accounts
for over 60% of our lumber consumption [RPA Timber Assessment Update,
1993]. They have become trapped into continuing to support low lumber
prices, as competing materials have had difficulty capturing market share.
Wood products are used instead of more durable and abundant altematives
as a direct result of a variety of Federal subsidies.

Secondary costs of Federal forest management are many times the USFS
deficit. Landslides, destruction of fish and wildlife habitat, and loss of
recreational opportunities as a result of industrial logging cost the American
people untold billions of dollars. Future generations must also cope with
degraded air and water quality and permanent simplification of ecosystems.
These effects are well documented in a number of scientific studies.

Logging techniques mimic tree farming on more productive lower elevation
private tree farms. National Forest iand tends to be on steep slopes with
short growing seasons and long recovery periods. It can take centuries to
produce sawtimber comparable to what we now routinely ciearcut on Federal
Land, and many areas have problems regenerating at all. With the National
Forest Management Act mandating sustained yield, this long term cost would
be untenable for a private landowner.

Privately owned tree farms cannot meet sawtimber demand for housing, even
if population remained stable. In spite of attempts to increase productivity
through agricultural techniques, we still use approximately 35% old growth
lumber in housing construction. This is a staggering amount of material, and
complex -ecosystems are being replaced by biologically simple tree farms, to
the extent that forests are replaced at all. Replanting frequently fails in our
National Forests, and is often not even attempted in Canada.
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FEDERAL POLICY HAS DISTORTED BUILDING MATERIALS MARKETS

American homebuilding is now dominated by timber framing as a resuilt of
Government policy here and in Canada. Other materials cannot compete
effectively against a commodity that enjoys a wide range of Federal
subsidies, including access to cheap timber on Forest Service land. An eight
foot two by four now costs slightly over $2, and supports 16" of wall space.
This price does not reflect long term supply and demand, cost of production,
or environmental damage.

In 1994, lumber prices spiked dramatically, and alternative materials such as
steel and concrete began to attract wide interest. Soon afterward, lumber
imports from Canada filled the gap, stabilizing and then lowering prices.
Provincial and “ederal subsidies North of the border are similar to our own in
providing timber from Government land at low stumpage prices and with &
welter of related subsidies. Michael Mascall, a former World Bank economist,
estimated subsidies in British Columbia alone to be in the neighborhood of $2
billion annually. Lumber prices are now low enough to discourage investment
in alternative materials except in niche markets such as Hawaii and coastal
Florida, where wood cannot perform weli.

Over 70% of imported lumber from Canada is estimated to come from old
growth forests. Much of this material comes from ancient boreal forests in
Northern Alberta and Saskatchewan, where growth is slow and logging
practices are clearly unsustainable. Canadian wood now fills about 40% of
our house framing needs. We have effectively exported environmental
destruction, making a mockery of our stated wish to contain global warming
and protect vanishing ecosystems.

Standard American housing technology is rarely competitive overseas, where
wood is considered to be a fragile and inappropriate building material.

Reliance on wood as a basic building material has led to older
neighborhoods becoming unaffordable to occupants who cannot do the
constant maintenance required. In many cases, elderly residents must
abandon the homes which were built in their lifetimes. If we instead used
inert and durable structural materials, houses will last longer and
neighborhoods will not become disposable commodities.
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BENEFITS OF SHIFT FROM COMMODITY PRODUCTION TO ECOSYSTEM
MANAGEMENT IN NATIONAL FORESTS

Only about 6% of framing lumber now originates from National Forests, often
from below cost timber sales or as a Federal beneficiary in other forms. If
these lands are allowed to recover, the marketplace wilt adjust.

The Canadian Government will need to join in this effort, and its people
educated about the economic benefits of breaking a dependence on raw
materials extraction. Political leaders must negotiate environmentally
responsible trade agreements through the World Trade Organization,
eliminating or reducing traffic in ancient forest products- or at least mandating
sound forestry practices. Otherwise, domestic producers can justifiably point
to unfair competition from countries with weak environmental laws. Sound
science must stimulate courageous political leadership on both sides.

If positive steps are taken in Washington, scarce wilderness will be left for
future generations, and air and water quality will improve. Afforestation will
become an effective counter to global warming by increasing carbon
sequestration. Western National Forests are ideally suited to this change,
since they have been badly damaged by industrial logging and will need
decades to recover. Private forests have already been almost entirely
converted to short rotation commodity production. Public policy will match the
environmental goals set in international conferences, as the American
Government could show leadership on a key environmental issue. It has
been estimated that deforestation accounts for half of the global carbon
buildup since 1800.

American homebuilders will become less dependent on a single structural
material, resulting in houses that can be designed to last for centuries instead
of decades. NAHB has already taken positive steps to stimulate more modern
technologies through PATH (President’s Initiative to Advance Technology in
Housing). Altematives to wood framing such as steel are already close to
being competitive with timber framing. With reduction of subsidies and
elimination of artificial markets, better quality and more environmentaily
sensitive construction techniques will prevail in the marketplace.

If National Forest policy resuits in land management dictated by both biology
and economics- as opposed to politics- homebuilders will ultimately benefit.
More abundant and less vulnerable sourcing will result in price stability.
Timber producers won't face the pressure of unsustainable production levels
and public outrage. America will have better houses- and restored wilderness
will allow us to again be called America the beautiful.
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Mr. HORN. You raised a point that [ meant to get on the record—
the percentage. Is Mr. Stewart still here?

Mr. STEWART. Yes.

Mr. HORN. Do you know offhand what percent of the timber in
the United States that is sold for lumber is represented by the For-
est Service timber? I have been given a variety of figures as to the
percent the Forest Service contributes to our production of timber
annually. Do we have a figure?

Mr. STEWART. I do not have it handy. I have seen a number and
I am trying to think, something less than 10 percent now?

Mr. RopDy. Yes, I have got that figure.

Mr. HorN. I have heard 3 percent, so I am just curious. It is 6
here, 3, and 10.

Mr. Roppy. The figures that I have are that our lumber con-
sumption, as opposed to overall wood products consumption which
includes paper products, is about 60 billion board feet a year. Out
of that, we import a little over a third from Canada. And ou* of
that figure, as you mentioned, about 3 billion board feet comes
from the Forest Service. It does not sound like a lot and it does not
sound critical, but in the bigger picture it is needed to support low
lumber prices because if it is taken out altogether without massive
imports from Canada, then we achieve, in my opinion, a truer price
structure.

Mr. HORN, Well, our next presenter might well know. Mr. John
Hofmann is vice president for government affairs of the California
Forestry Association. You probably know of the timber produced in
California which comes from the private sector, which comes from
the State forests, if any, which comes from the national forests.

Mr. HOFMANN. I think it is probably more important to take a
look at where you want to be, where we once were, than where we
are today, because there is a lot of factors embedded into where we
are today that distort the picture.

If you want to look at 1950 when the Forest Service came up
with a Frogram, they had estimated by the year 2000, which is
pretty close to where we are today, that the American people would
need 100 million board feet of timber, they would consume that
much. That is log scale. They determined that the national forest
share of that ought to be 21 billion board feet. Now the amount of
imports at that time was 1.8 billion and they decided that it was
not appropriate to look to other countries, that it all ought to be
produced right here in the United States, and then the private land
owners then had the balance of that, the difference between the
100 and the 21 billion.

The Forest Service then was on a program to grow 21 billion
board feet so that they could sustainabl ﬁrarvest that by the year
2000. At the time, they were growing about 4.5 billion board feet.
That really is the history of the Forest Service. All of their timber
harvesting practices were geared to grow 21 billion board feet b
the year 2000, and that direction was never changed and I thin
it is probably something that somebody ought to take a look at
today, because instead of harvesting 21 billion, now that we are
close to the year 2000, we are harvesting 3.8 billion, or I think last
year, the figure was 3.3. The President’s proposal for last year was
to sell 3.8 billion, but harvest I think was 3.3.
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But on the other side of the equation, the Forest Service, before
we continue kicking them real hard here, they accomplished their
objective. They are today growing 22 billion board feet. And I guess
I would submit that that is part of the problem we face in our na-
tional forests, we are growing 22 billion every year and we are re-
moving less than 4. I also might add that we are removing from
foreign countries about 16 billion. So we could replace those im-
ports, as Mr. Roddy has said, that is primarily from old growth in
a lot of areas. We could replace that with home-grown timber from
national forests at no detriment to the growth in the United States.

Now the question then becomes—you change the question—do
you really want to do that, and that is a whole different question.
But if you do not want to remove 22 billion board feet, you ought
not grow 22 billion and you ought to probably give a different direc-
tion to the Forest Service to have them change their practices so
that they are no longer increasing the density of our national for-
gstsa,k which contributes to and is the major cause of the fire out-

reak.

So there is maybe a long history and answer to your question of
where we are and where we could be.

I guess I would like to maybe look at as we manage our national
forests—you know, 1 agree primarily with things that have been
said before, so I will be somewhat brief.

At the back of my testimony is a chart and it shows that the tim-
ber sale revenues have actually increased. Again, it is the way you
look at the picture. The actual revenues have increased this dec-
ade. However, the expenses have increased to a greater degree.
That has produced a negative net return. The maybe somewhat
shocking news was from the GAO report that showed that of the
trust funds, and if those trust funds are typical of the rest of the
management of the national forests, and I assume that they are,
the overhead expenditures have doubled in some cases, salvage
sale fund doubled. And that ought to be a cause for great alarm.

In other words, what we have done is we have reduced the
amount of ground activity, but we have not reduced at all the ac-
tivities in relation to overhead. And in our re-invention of the For-
est Service, which is supposed to be the model re-invention, we
have failed to—we have cut the ground person and the ground ac-
tivities, we have reduced the timber sale program tremendously
and all the other activities that it has funded over those years, as
has been acknowledged here throughout this day, but we have not
looked at, at least fundamentally or in a meaningful way, the
method of reducing the overhead. You have got two choices. One
is to reduce the overhead or to increase, once again, the activities
that that overhead is designed to take care of. That is a decision
that probably needs some further investigation. I might add that
in some projects todaiy, we have over 50 percent overhead charges.

Now on one side of that equation then is the overhead and the
cost to the Forest Service. On the other side of it, however, is the
timber sale program itself. The timber sale program in the United
States was at one time primarily a commodity output program. It
is no longer that way and has not been that way for the last sev-
eral years. It has changed now to primarily a non-commodity out-
put, at least here in California. In California, as the President had
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indicated in his forest plans, at one time, just 10 percent was non-
commodity. Today, or in 1996, in California, 53 percent of the tim-
ber sale program was non-commodity. Now that is hard to generate
enough dollars to pay for the overhead when it is a non-commodity.

However, 1 thini most Americans would be in support of a pro-
gram that really looks at forest health and addresses what really
ought to be removed from the national forests rather than what
can we get out of the national forests at a profit. In fact, many
have accused the Forest Service of removing only the high com-
modity, the high value material. Today, the timber sale program
looks at what can we do for the good of the forest, but that is cost-
ing the American taxpayers. Just like all other programs that look
at what is the best in the long run are sometimes not the greatest
economic return in the short run.

I would maybe refer to a couple of laws that would need to be
changed, if you feel that we ought to now manage for profitability.
And that would be the Multiple Use Sustained Yield Act, the Na-
tional Forest Management Act, each of which require the Federal
Government, the Forest Service, to manage, not necessarily for the
greatest dollar return but for the combination of goods and services
that will meet the greatest needs of the American people. I think
that probably most, even those that are very critical of a below-cost
program, would be opposed to reversing those laws and managing
our national forests for the greatest dollar return.

I might then also turn quickly to recreational fee. In coming from
a timber persgective, I simply would note that for many, many
years, the timber sale program has supported the recreational pro-
gram. We have built many of their roads that they use. In tgct,
grobably—-the Forest Service could probably give you the figures,

ut I would venture a guess that it must be at least 90 percent of
the roads that the Forest Service has and is used by recreationists
probably came from the timber sale program.

Mr. HORN. When you say “we”, do you mean the private industry
that is going in or do you mean the Forest Service building the
roads? My impression was the Forest Service built the roads.

Mr. HOFMANN. The Forest Service paid for the roads——

Mr. HorN. Right.

Mr. HOFMANN [continuing]. We built them as contractors.

Mr. HorN. Oh, OK.

Mr. HOFMANN. We did the work.

Mr. HORN. But they paid for them. We, the taxpayers.

Mr. HOFMANN. Yes, yes, sir. You, the taxpayers paid for them be-
cause they are an investment that you keep, and which the
recreationists then are able to use.

The point there is that when the—now, today we are no longer
doing that. We also maintain those through the timber sale pro-
gram—again, we, the timber sale program, we, the contractors,
work for the government to maintain those roads and we simply no
longer do that. We do not use enough of the roads to have an ade-
quate maintenance program or to be an adequate service for the
Forest Service to use to maintain those roads. Somebody else has
to pick up that bill, and that recreational fee then is part of—al-
though it has not come to maintenance of use, but that is part of
the reason as we get into—we have to look where are the funds
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going to come from. It is no longer going to come from the timber
sale program to do the maintenance work, to do the trash collec-
tion, to do whatever is necessary in terms of recreation.

The caution that I would have in there is that as we turn to look
where we can get money from, are we going to also look at a below-
cost program eventually? You know, in the past, we have recog-
nized that recreation did not pay for itself, but as we try to make
it pay for itself, will we eventually turn that around and say, “Gee,
maybe they ought to be paying for themselves and into a below-cost
situation.” We have had, as timber workers, some of our folks have
complained that, “Gee, now I can no longer work in the woods, now
I have to pay to even return to the woods, to use our national for-
ests.” So there is a little bit of animosity there in some cases.

Mr. Chairman, I want to emphasize that we are as concerned as
anybody with the fiscally responsible management of our national
forests. We think that the forests ought to be managed in environ-
mentally sound ways and fiscally prudent and socially responsible.

Thank you.

(The prepared statement of Mr. Hofmann follows:]
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Testimony of
John Hofmann
Vice President, Government Affairs
July 7, 1998
Subcommittee on Government Management, Information, and Technology

Mr. Chairman, [ am John Hofmann, Vice President of Government Affairs for the California
Forestry Association. The California Forestry Association (CFA) is a trade association,
representing industrial forest landowners and producers of forest products. Our members
produce nearly 70 percent of the forest products produced in California. Products include wood
biomass used in energy production and a wide range of building materials, shipped all over the
world. Our members depend upon trees grown from a combination of federal, private industrial
and private non-industrial forest lands. CFA is dedicated to the assurance of an adequate and
sustainable supply of forest products at an affordable cost while enhancing forest health and
safety.

The California Forestry Association is concerned with the rising costs reported by the Forest
Service to manage national forests. Through recent years, as indicated in the attached chart,
timber sale revenues have increased, but dramatic increases in timber sale expenses have reduced
net revenues. Most troublesome is the alarming trends indicated by several off-budget trust
funds recently reported by the General Accounting Office. The direct, on the ground
expenditures declined dramatically for both Brush Disposal and K-V Funds during the past five
years, but the expenses for overhead increased and the overhead costs for the Salvage Sale Trust
Fund more than doubled during that period. Had the Administration controlled the overhead
costs at the 1993 level, 25 percent more forest treatments would have been accomplished in
1997.

At the onset of this Administration, a new program was announced to reinvent the government,
using the Forest Service as a model. The Administration, through the succeeding years, has
reduced the Forest Service workforce by thousands of employees, primarily at the production
level. Correspondingly, the goods and services flowing from the national forests have been
drastically reduced. But the Administration has done little to reduce its overhead structure.
Today, the overhead charges on many projects exceed 50%, making the projects themselves
appear to be of questionable economical worth.

Projects that do not return sufficient revenue to recover the governments invested costs are
frequently iabeled “below-cost” and are referred to as a subsidy. Subsidization is not determined
by whether the federal government recovers its costs. The Multiple Use-Sustained Yield Act and
the National Forest Management Act requires the Forest Service to manage “the national forests
so that they are utilized in the combination that will best meet the needs of the American people;-
--and not necessarily the combination of uses that will give the greatest dollar return or the
greatest unit output” and “only where--the harvesting system to be used is not selected primarily
because it will give the greatest dollar return.” Most Americans, including those that support the
elimination of below-cost timber sales, would oppose any effort to manage strictly by the
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greatest doilar retumn. Americans do support projects that are environmentally sound, fiscally
prudent and socially responsible.

Forest Service projects can be visualized by a set of balance scales. On one side of the scales is
the cost incurred by the government to complete the project. Such costs include biciogical
evaluations, environmental assessments, appeals and litigation. Government costs must be
balanced on the other side of the scale with revenue. Revenue is a factor of the product market
value minus the costs to produce the goods or services. It is disingenuous of individuals *vhe
expend their energies to increase the costs to the federal government, and/or to reduce the
revenue, the result of which is to produce below-cost projects, and then call for the elimination of
below-cost projects.

The timber sale program in the past few years has shifted from primarily commodity production
to one of forest health treatments for the benefit of wildfire risk reduction, eliminating pests, and
improving fish and wildlife habitat. As the President’s forest plans indicate, traditionally 10
percent of the timber sales program was non-commercial wood. By 1996, 53% of the wood
removed through the timber sale program in California was non-commercial. This is nothing
new to the Southern California national forests that have offered primarily non-commercial wood
sales historically, and consequently have always been below-cost forests in relation to the timber
sales program. Opponents to forest management seck to make all national forests fiscally
equivalent to the Southemn California Forests through a drastically reduced timber sale program
that now bears the expenses of removing primarily non-commercial wood along with high
overhead expenses. Forest Health treaments will not always return short-term profits, but they
will reduce future tax payer expenses for fewer listings under the Endangered Species Act and
fewer forest fires. Elimination of below-cost timber sales would severely impact Southern
California Forests.

Recreational use of the national forests appears headed down the same road as timber sales have
traveled. The Forest Service budget proposal requests 20% more funding for recreational use
than for timber sales management, yet revenues from recreation are less than 10% of timber sales
receipt. The Forest Service demonstration recreational fee is an attempt to recover some of the
costs. For the people in forest communities that were forced to ieave employment in the woods,
they must now pay to return. Assuming the demonstration proves unsuccessful in raising
sufficient revenues to cover the recreation-related activities, do we eliminate below-cost
recreation?

Do we really want to apply a “below-cost” standard to national forest activities?

Forest scientists acknowledge the greatest threat to our national forests is the risk of catastrophic
fire due to fact they contain too many trees and many are the wrong species. The California
Forestry Association has joined with the Wilderness Society and other environmental
organizations for the past 5 years to encourage increased funding for hazardous fuels reduction.
These funds are used to reduce fuel loading that consists of brush, down woody debris and trees
that would have never grown without fire suppression. Use of these funds will likely never
return a direct monetary profit to the Forest Service. However, like modern timber sales, the
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objective is to protect & enhance water quality, wildlife habitat, recreational areas, and forest
resources by reducing the risk of wildfire.

The Forest Service must provide fiscally responsible management. Not until accurate fiscal
reporting is achieved will local decision makers be able to reduce costly overhead burdens and
propose cost-effective projects. Our national forests need active management through forest
health treatments that are environmentally sound, fiscally prudent and socially responsible.
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NATIONAL FOREST TIMBER SALE

REVENUES & EXPENSES
1990-1996

-$4.02
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FY1990 FY 1991 FY1992 FY1983 FY1934 FY 1995 FY 19836

l Timber Sale Revenue ($/MBF)
| LJ Timber Sale Expense ($/MBF)
l Net Timber Sale Revenue ($/MBF)

Source: USDA Forest Service Timber Sale Program Information Reporting System (TSPIRS)
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Mr. HORN. We thank you, Mr. Hofmann, thank you for coming
here. Where are you based, in Sacramento?

Mr. HOFMANN. Based in Sacramento, but I might add that I grew
up not far from here, in Santa Ana. I thought it was interesting,
I spent some time in Mr. Davis’ district as well. Now I am just in
your sister State north of the Tehachapis.

Mr. HoORN. I remember, I grew up in northern California, I live
in southern California. I remember 10 years ago I was going up to
make a speech, this was before I ever got to Congress, and I get
off the plane in San Francisco, and a lady I have never seen in my
life comes up to me and she said you are stealing our water, you
know. They are very sensitive north of the Tehachapis, is what
that boils down to. I said, “Lady, I have got a ranch in San
Bernardino County.” We do not want that county discovered, by the
way, so pretend I have not mentioned it. People are moving there
unfortunately.

But anyhow, let us get on then with Mr. Corcoran, Bill Corcoran
is the Public Lands Assistant for the Sierra Club.

Mr. CORCORAN. Thank you, Mr. Chairman. I work for the Ange-
les Chapter of the Sierra Club, which represents Los Angeles and
Orange Counties. It has 50,000 members. I appreciate the oppor-
tunity to do this and appreciate your courage in entering the ar-
cane mysteries of the Forest Service budget.

I want to speak about the management of one forest in particular
today, and that is Sequoia National Forest. The Angeles Chapter
has adopted it as its backyard Sierra Nevada forest and I think it
is one familiar to many of your constituents. There are a lot of folks
in southern California whose first backpacking trip, first walk
among the sequoia trees takes place on Sequoia National Forest. I
also think it represents a lot of the problems engendered by an
unneeded timber program, specifically in the Sierra Nevada. It is
easily accessible from both southern California and the fast grow-
ing region of San Joaquin Valley, specifically Bakersfield. There
are large and growing demands for recreational opportunities on
the Sequoia. The congressionally requested Sierra Nevada eco-
system project found that more folks visit Sequoia National Forest
than do Kings Canyon and Sequoia National Parks. The forest also
shelters watersheds critical to the California economy, including
the Kern River.

Unfortunately, Sequoia National Forest, because of budget incen-
tives and because of policies of Congress, have long pursued timber
cuts that are devastating to the long-term viability of the Sequoia
National Forest. Having met with the supervisor and some of the
staff, I understand that it is not that some of the Sequoia staff do
not know what should be stopped and what should be done for the
best interests of the health of the forest, but it is really a question
of their budget’s reliance on timber revenues. Each year, Sequoia
National Forest prepares a number of timber sales at great ex-
pense. This is a heavy appeal forest and that is in part because it
has very steep slopes. Most of the timber is gone and there are a
large number of fur-bearing mammals whose long-term survival is
in question. That has created a lot of difficulties and a lot of ex-
pense for the forest in trying to find timber to cut on the Sequoia.
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Very often the sales are withdrawn or tinkered with or folded
into other sales and come back again. We look at them again, they
look at them again, and very often they are withdrawn or there are
no bidders. So I think that is one very large expense that the For-
est Service incurs every year on Sequoia National Forest, just in
the sales Klanning alone.

Now I had a figure in here from the Wilderness Society on the
loss of Sequoia National Forest in fiscal year 1996. The Wilderness
Society reports a return of 63 cents on the dollar. Randal O Toole
quickly pointed out to me before the hearing that in fact, if one
looks at the K-V funds and other funds that are retained by Se-
quoia National Forest, it is actually 33 cents on the dollar for the
timber program on Sequoia National Forest. This has been a peren-
nial money loser, this has gone on for probably 15 years at least.

What I want to look at today is whether reforming the Forest
Service budget would be enough. And I would argue that it will not
be. For example, K-V funds are a deservedly criticized component
of the Forest Service budget and we have heard great testimony I
think from Mr. O'Toole and Mr. Stahl regarding that.

But what if we were to return the K-V funds to Sequoia for re-
forestation? Would it help? I would say it will not because the re-
forestation of Sequoia is a flat out disaster. The Sacramento Bee
reported in 1991 that less than 20 percent of the acreage replanted
on Sequoia between 1976 and 1986 was certified as successfgllly re-
stocked. The key word here is certified. When you ask the Forest
Service what has been reforested, ask them what has been certified
as reforested. Sequoia National Forest has a terrible record of this.

Mr. HORN. What would be the definition, if you had certified as
reforested, is that simply planting or is that a degree of growth
over a certain time period?

Mr. CORCORAN. My understanding is it is a degree of growth over
time because they have gone to sites where they have cut and they
have replanted two or three times and they cannot list those as
certified reforesting. They can say we reforested, we reforested this
many acres, and you will hear that figure a lot. But the one to ask
about is what is certified.

Randal O’Toole has cited Sequoia as an extreme example of
failed reforestation with a routine reforestation budget that in 1991
he estimated at $1,300 an acre, three to five times the amount of
many national forests, and up to $2,000 an acre for reforestation.

I just want to point out, this is the southern-most Sierra Nevada
forest, it is semi-arid, it has hot summers, has very steep slopes,
it is a forest that does not heal very well. It is one that has been
cut very, very hard.

So the basic question in my mind is not whether K-V funds are
abused, it is does reforestation work, how do we define work? Is re-
forestation biologically desirable? Is logging the highest use of our
increasingly scarce wild lands? Does reforestation protect other im-
portant values and resources? What I hear from my members is
these are the kind of questions that they expect their elected offi-
cials to consider and decide upon.

For example, another probY:m we confront on Sequoia National
Forest is fire. Fire is becoming the rationale for logging on Sequoia
National Forest. There are plans to create things called defensible
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fuel profile zones, or DFPZs. And we are seeing these proposed for
the Quincy Project and we are seeing it alse on the Sequoia. An-
other meaning for that may be defensible funding personnel zones,
because I think what they are doing is looking for trees to cut, to
keep their staff working. I appreciate the pressures that they con-
front day to day, looking at tolks who might be out of work, but
really we are there to protect the long-term health of the forest. My
fear is that under the guise of forest protection, we are opening up
another sad chapter in commercial timber cutting on Sequoia Na-
tional Forest.

I wonder what the real costs of the commercial timber program
are, to followup on Mr. Roddy’s comments. You know, what are the
long-term costs in an area that is cut, fails to reforest, and remains
an eroded brush-covered lot instead of the habitat and watershed
that it once was. We do not know because we do not know what
the costs are for that, they are not monitored. What are the de-
ferred costs in increased risk of fire due to poor timber practices
and an overkill approach to forest fire that costs billions? What are
the costs to recreationists who wander past the beauty strips and
into the back country only to look over vistas pocked by clear cuts?
Again, we do not know, though now the Forest Service is eager to
market-value recreational experiences on those forests where it has
recreation fee demonstration projects.

When Congress passed the National Forest Management Act in
1976, it directed the Forest Service to identify lands not suited for
timber production, considering physical, economic and other perti-
nent factors. How can the Forest Service fulfill this mandate with-
out a credible, transparent method for identifying uneconomic
lands? It cannot, so it does not.

The National Forest Management Act also requires an annual re-
port, in which, among other things, the Forest Service is directed
to track representative sample sale costs, including an identifica-
tion on a representative sample basis of below-cost sales. It has
been very frustrating to see this part of the National Forest Man-
agement Act ignored. I would ask that your subcommittee look into
various ways 1n which the Forest Service has failed to comply with
reporting requirements of the National Forest Management Act,
and to seek remedy for nomcompliance. Citizens and their govern-
ment need these required reports.

So I would ask that we think about how much money would be
saved if Sequoia National Forest could step out from under the tyr-
anny of a budget driven by timber money. This simply should be
a recreation forest; it is not an appropriate place to run a commer-
cial timber program. They cannot even pay their minimal agency
costs out of their timber program. Expensive planning, appeals and
litigation could be set aside. So what I am thinking is, why do we
not have a demonstration project in which we remove all Sequoia
National Forest from the timber base? It would be an opportunity
to experiment with alternate ways to fund our forest reserve sys-
tem, which has become an integral part of American culture and
which is a public good worthy of public financing.

1 appreciate the comments about profitability and incentives, but
I think it is also very important to think about the long-term cul-
tural history of the national forests and their place in the American
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culture. Sometimes our Government decides that something is a
public good and that it needs to be protected and that it is acces-
sible to everyone, regardless of their economic situation. I myself
have had some pretty rough times as a kid, and we used the na-
tional forest because we could.

So while it is critically important to analyze the Forest Service
budget and its perverse incentive shoddy bookkeeping and a pro-
liferation of budgetary back alleys, it should be done as a part of
an effort to develop a coherent policy for our national forests. And
that I think rests with Congress. Maybe that would be a policy that
a rational budget would implement.

I appreciate your time and the opportunity to speak.

Mr. HORN. Well, we thank you for coming. 1 had the same experi-
ence you had as a boy, between a State forest and a national forest,
things were free, the Depression was on, we ate beans. But we at
}east enjoyed life, going visiting the national forests and the State
orests.

Our next presenter is Mr. Adam Berger, the staff attorney for
Earthjustice Legal Defense Fund. Mr. Berger.

[The prepared statement of Mr. Corcoran follows:]
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Statement of Bill Corcoran, Public Lands Conservation Assistant for the Angeles Chapter of the
Sierra Club before the Subcommittee on Government Management, Information, and
Technology on “Oversight of the Management Practices at the U.S. Forest Service™

Bellflower, California July 7, 1998

The Angeles Chapter thanks Chairman Horn and the Subcommittee for holding these hearings.
Bringing sunshine to the Forest Service budget mysteries will enable citizens, members of
Congress, and the Forest Service itself to make better informed decisions about the management
of a forest reserve system that despite decades of overlogging is stili the finest such system in the
world.

[ want to speak about the management of one forest in particular, Sequoia National Forest, that is
familiar to many of Mr. Homn'’s constituents and which is representative of the problems
engendered by an unneeded timber program.

Sequoia National Forest is the southem-most Sierra Nevada National Forest. It is easily
accessible from both southern California and the fast-growing region of Bakersfield. Sequoia
National Forest is emblematic of the challenges that confront the Forest Service. There is a large
and growing demand for recreational opportunities on the Sequoia--the Sierra Nevada Ecosystem
Project reports that more people visit Sequoia National Forest than visit Kings Canyon and
Sequoia National Parks. The forest also shelters watersheds critical to the California economy.
Yet because of the perverse incentives of the Forest Service budget and because of a divided
Congress, both in this session and in previous ones, the Sequoia National Forest has long
pursued timber cuts that are devastating to the long-term viability of the forest.

It’s not that some of Sequoia’s staff don’t know what needs to be done and what needs to be
stopped. It's a question of conforming to Congress’s desires for timber cutting and to their own
budget’s reliance on timber revenues. Each year Sequoia NF prepares timber sales at great
expense. Then the sales are reviewed through NEPA and are usually found to be unacceptably
damaging to watersheds, wildlife, and recreational opportunities. At that point, many sales are
withdrawn and later are combined with other sales or otherwise tinkered with and offered again.
Once again at great expense. Often, sales are withdrawn because there are no bidders. Cuts in
timber volume that have been absolutely necessary for even minimal protection of key species
have reduced the timber base, which has been cherry-picked over the decades and which was
severely depleted in the great forest massacre of the 1960s, 1970s and 1980s. According to the
Wilderness Society, in FY 1996 Sequoia National Forest retumned only 63 cents on the dollar for
its commercial timber program. Sequoia National Forest is a perennial money loser whose
timber program simply cannot cover even minimal agency costs.

Will reforming the Forest Service budget be enough? No.
For example, K-V funds are a deservedly criticized component of the Forest Service budget.

Setting aside the criticism of K-V as a perverse incentive, however, let’s look at the criticism
that it is inappropriate for K-V funds to be used {or items other than re-forestation, habitat
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improvement, etc. On the Sequoia retumning K-V funds to re-forestation won't help. Why?
Because the re-forestation of Sequoia is a flat-out disaster. The Sacramento Bee reported that
less than 20% of the acreage replanted on Sequoia between 1976 and 1986 was certified as
successfully restocked. Randal O’Toole has cited Sequoia as an extreme example of failed
reforestation, with a routine reforestation budget that spends an average of $1,300 an acre--three
to five times as much as many other national forests. The steep slopes, hot summers, and semi-
arid conditions make this a forest that heals, if at all, only very, very slowly.

In fact, the basic question is not whether K-V funds are abused. The question is does re-
forestation work? And how do we define “work™? Is reforestation biologically desirable? s it
the highest use of our increasingly scarce wild lands? Does it protect other important values and
resources? These are, perhaps, the kinds of questions that citizens expect their elected officials to
consider and decide upon.

What are the real costs of the commercial timber program? We don’t know. What are the long-
term costs of an area that is cut, fails to reforest, and remains an eroded, brush-covered lot
instead of the valuable habitat and watershed that it once was? We don’t know because those
costs aren’t monitored. What are the deferred cost in increased risk of fire due to poor timber
practices and an overkill approach to forest fire that costs billions? What are the costs to
recreationists who wander past the beauty strips and into the back country only to look over
vistas pocked by clear cuts? We don’t know. Yet the Forest Service is eager to market value
recreational experiences on those forests where it has recreation fee demonstration projects.

When Congress passed the National Forest Management Act in 1976, it directed the Forest
Service to identify lands not suited for timber production, considering physical, economic, and
other pertinent factors. How can the Forest Service fulfill this mandate without a credible,
transparent method for identifyving uneconomic lands? It cannot, so it does not.

The NFMA also requires an annual report in which, among other items, the Forest Service is
directed to track representative sample sale costs, including an identification on a representative
sample basis of below-cost sales. It has been very frustrating to see this part of NFMA ignored.
I ask that your subcommitiee ook into the various ways in which the Forest Service has failed to
comply with the reporting requirements of the National Forest Management Act and to seek
remedy for non-compliance. Citizens and their government need these required reports.

The broken Forest Service budget reflects a broken national policy on our National Forests. The
best timber is gone, a huge and costly road network needs to be maintained or ripped out, and the
incredible expense and complexity of trying to find commercial timber, plan a cut, review the
impacts on the environment, and attempt to mitigate those impacts all are elements that tell us
that this particular joy ride is over.

Yet every summer, Sequoia National Forest will cut more trees that the forest can’t afford to lose
and that taxpayers can’t afford to keep losing money on. All to keep a broken system limping
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along. Without demonizing the Forest Service, it is time for Americans to have a full and open
accounting of what is being done to their forests and to what purpose. The Sierra Club believes
that they do not support the degradation of a national treasure in order to keep a bureaucracy
afloat.

Our members voted to support the end of commercial timber cutting on our National Forests
after considering the decades-long struggle that citizens have engaged in to protect our forests.
That vote is sometimes characterized as an expression of extremism. That would be a
comfortable way for some to characterize it. More accurately, however, it should be seen as an
expression of incredulity at and frustration with the failure of their elected officials to honestly
and objectively review the timber cutting program and to understand the depth of our desire to
see these forests protected and handed on intact to the next generation.

Imagine how much money would be saved if Sequoia National Forest could step out from under
the tyranny of a budget driven by timber money. Expensive planning, appeals, and litigation
could be set aside. Staff resources would be freed up to manage the resource in a way that serves
citizens’ needs for recreation and clean water. Why not have a demonstration project which
removes all of Sequoia National Forest from the timber base? It would be an opportunity to
experiment with alternate ways to fund our forest reserve system, which has become an integral
part of American culture and which is a public good worthy of public financing.

While it is important to analyze the Forest Service budget and end perverse incentives, shoddy
bookkeeping, and a proliferation of budgetary back alleys, it should be done as part of an effort
to develop a coherent policy for our national forests--a policy that a rational budget would
implement.

Thank you for this opportunity to appear before you.
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Mr. BERGER. Thank you, Mr. Chairman. I represent Forest Serv-
ice employees for environmental ethies in their lawsuits chal-
lenging Forest Service use, we would say misuse, of the Knutson-
Vandenberg, or K-V Fund. We have essentially raised two issues
in that lawsuit, in those lawsuits, that I would like to touch on
today. Cne is the allocation of K~V trust funds to overhead ex-
penses of the Forest Service. The second is the agency’s failure to
collect those deposits from timber purchasers in addition to the
payments from the timber.

Turning first to the overhead issue, the allocation of K-V funds
to overhead expenses has several consequences. One is the con-
tribution to the incentive structure that Mr. O'Toole already dis-
cussed. Another is a direct reduction in the amount of money avail-
able for on-the-ground reforestation and restoration of cut-over
areas. And virtually every national forest has a backlog of reforest-
ation, timber stand improvement, and other renewable resource
projects. A third consequence is that it undermines larger efforts
to control the overhead budget and size of the Forest Service bu-
reaucracy as a whole.

As Mr. Stahl told you, the plain language of the K-V Act sets
forth the activities on which K-V funds may be spent. That is, re-
planting, control of competing vegetation, timber stand improve-
ment and restoration or improvement of other renewable resources
such as watershed, recreation, and wildlife habitat. Overhead is not
authorized anywhere in the language of the K-V Act.

Now the Forest Service and the Department of Justice have
seized upon the phrase “cost to the United States” in the language
of the K-V Act to justify the expenditures on overhead. But exam-
ination of the legislative context surrounding passage of the K-V
Act in 1930 makes it clear that that phrase does not authorize ex-
penditures on overhead costs. First, there were several other stat-
utes in existence at that time that authorized Federal agencies to
recover costs of providing activities either to their sister agencies
or to outside parties. The Treasury Department and the Comp-
troller Generaf had consistently held in a series of decisions ex-
tending from 1906 up through 1930 that those statutes did not au-
thorize recovery of overhead costs, because overhead costs were al-
ready funded by the annual appropriations to the agencies. If Con-
gress had meant for the K-V Act to be interpreted differently than
those other cost-recovery statutes, it is reasonable to assume it
would have done so.

Second, if you look at the appropriations laws in effect at the
time of the K-V Act’s enactment and for decades afterwards, there
were specific line item appropriations for the general administra-
tion costs of the Forest Service, at both the national and the local
level, and these appropriations specifically covered items like sala-
ries, rents, utilities, and equipment, all of the costs that are now
being funded by the K~V Act overhead allocation. In fact, as Mr.
Stahl said, today the Forest Service receives a specific line item ap-
propriation for general administration. Again, if Congress had
meant to augment those annual appropriations through an allot-
ment from the K-V Act, it is reasonable to expect it would have
done so. In fact, early Forest Service application of the K-V Act
confirms this point.
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When the K-V Act was first adopted, the Forest Service did not
allot any of that money to overhead expenses. It did not do that
for over a decade until the 1940’s when the growth of the K-V
Fund had gotten so large that it provided basically an irresistible
opportunity to the agency to help fund its burgeoning bureaucracy.
You can also go back earlier to the predecessor of the K-V Act, the
1916 Brush Disposal Act, which authorized the Forest Service to
charge timber purchasers a premium for the costs to the United
States of removing brush and slash left from logging operations.
And at the time that that act was adopted, the Forest Service spe-
cifically said it was not going to charge those funds for overhead
because that money, the costs of overhead, were already appro-
priated by Congress. Over the past 70 years, their position has
clearly changed, but that was the understanding when Congress
adopted those laws.

The Forest Service has attempted to justify the allocation of over-
head expenses to the K-V Fund by the necessary expense doctrine.
I would just like to touch briefly on that. The necessary expense
doctrine has three prongs. It requires that expenditure of moneys
for that expense not be prohibited by any other law, not be pro-
vided for by any other law, and contribute directly to the achieve-
ment of the purpose of the fund from which the money is being
taken. Expenditure of K-V funds on overhead does not meet any
of those criteria. First of all, the K-V Act itself prohibits expendi-
ture of the funds on overhead because it gives an exclusive list of
the on-the-ground activities on which money can be spent. Second,
overhead expenses, as we said, are provided for by the annual ap-
propriations. Third, the types of expenses funded by the overhead
allocation, the salaries of officials in the Washington, DC office, in-
cluding the Chief Forester and deputy foresters, the salaries of re-
gional foresters, the budgets of the public affairs and legislative af-
airs offices, and other similar expenditures, do not contribute at
all to reforestation and post-logging restoration activities, let alone
contribute directly.

Moving just briefly to the second part of the lawsuit, the K-V Act
says specifically that K-V deposits are to be collected in addition
to the payments for the timber. The reason Congress wrote the law
that way is to ensure that returns to the U.S. Treasury from tim-
ber sales would not be reduced by collection of the reforestation
and restoration funds. The Forest Service now does not collect K—
V deposits in addition to the payments for the timber, rather it
simply deducts that money from the payments for the timber,
which has had a couple of adverse consequences. One, it manifestly
has reduced returns to the Treasury from the timber receipts. Sec-
ond, it has allowed the Forest Service to sell numerous timber sales
for less than the full reforestation and post-logging restoration
costs. So in some instances, they are collecting—the Forest Service
is retaining in fact too much money; in other instances, it is not
collecting enough money in the first place.

Finally, I would like to add that this is just a brief overview of
the legal arguments underlying our claims regarding Forest Serv-
ice management of the act. I would ask for leave to submit our
briefs as a part of the record to have a complete set of the legal
pleadings in the case, to accompany the Government’s briefs.
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Mr. HOgN. Delighted to have that, and without objection this will
be put in the record at this point.

“[N?TE.—-The information referred to is retained in subcommittee
iles.

Mr. HorN. In your search for preparing those briefs, did you go
through all of the annual hearings on appropriations of the Agri-
culture Committee for most of that period I would think, and to see
if anybody brought up this overhead question with the Knutson-
Vandenberg bili?

Mr. BERGER. We have not gone through all of the hearings un-
derlying the appropriations act, in part because legislative history
is very difficult to obtain from that period of time. We have looked
at all the hearings underlying adoption of the principal acts, the
K-V Act and the Brush Disposal Act preceding it. The legislative
history and the hearings underlying the K-V Act were very brief,
particularly with respect to this particular section of the K-V Act,
which authorized timber purchaser deposits. There were two other
sections of the K-V Act just dealing with appropriated funding for
reforestation that received far more attention. In the 1930’s, it was
anticipated that the timber purchaser funded portion was going to
be relatively small. There was no discussion of overhead at that
time; however, as I said, in the hearings on the Brush Disposal Act
which provided the model for the K-V Act, there was a brief dis-
cussion of overhead, at which the Forest Service stated that the
funds would not be used for that purpose because they already re-
ceived appropriations for that purpose.

Mr. HORN. Well, you might set a summer intern or something,
whatever volunteer help you have, loose in the House Library.
Hardly anybody knows the House has a library, but it does and it
is pretty good on hearing records in this century. So you might
take a look at it.

Mr. BERGER. We will do that, thank you.

Mr. HORN. Does that complete your statement?

Mr. BERGER. Yes, it does.

Mr. HORN. It was very helpful. 1 appreciate those citations there.

We now ask Mr. Alasdair Coyne, conservation director of Keep
the Sespe Wild. Mr. Coyne, glad to have you here.

[The prepared statement of Mr. Berger follows:]
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TESTIMONY OF ADAM BERGER. STAFF ATTORNEY
EARTHJUSTICE LEGAL DEFENSE FUND
Before the Subcommittee on Government Management,
Information, and Technology of the
House Committee on Government Reform and Oversight
Hearing or1. Forest Service Manage.nent Practices
July 7, 1998, in Bellflower, California

Mr. Chairman and members of the subcommittee, thank you for
this opportunity.

The Earthjustice Legal Defense Fund represents the Forest
Service Employees for Environmental Ethics (FSEEE) in three
federal court lawsuits challenging Forest Service misuse of
reforestation trust funds authorized under the Knutson-
Vandenberg Act, 16 U.S.C. § 576b, for general overhead and
administrative expenses. These lawsuits are pending in the
federal district courts for the Northern District of California,
the Eastern District of Tennessee, and the District of
Minnesota, with argument and decision anticipated in the lead
California case within the next couple of months.

These lawsuits concern primarily two issues: first, the
unlawful use by the Forest Service of K-V funds for general
administration and overhead; and second, the Forest Service's
failure to collect K-V funds in addition teo, rather than as part
of, the payments for timber. The Forest Service has used these
unlawful practices to sustain the agency'’'s middle and upper-
level bureaucracy at the expense of the long-term health and
productivity of the forests and the public fisc.

Before addressing the lawfulness of the Forest Service
practices, I would like to echoc Mr. Stahl’s comments regarding
the recent adoption by the House Appropriations Committee of a
rider authorizing the Forest Service to spend up to 25 percent
of Knutson-Vandenberg (K-V) funds on overhead expenses. This
legislation would divert needed money from on-the~ground
reforegtation and sale area cleanup, grant official imprimatur
to an unlawful practice without full and careful conaideration
of the consequences for the forests and the taxpayers, and
needlessly and prematurely interfere with orderly judicial
review of Forest Service activities. I commend Chairman Horn
for opposing this hasty and misguided response to an important
public policy issue.
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Unlawful Diversion of K-V Funds to Overhead

Congress adopted the K-V Act in 1930 to ensure the
availability of funds for post-logging replanting and timber
stand improvement in cut-over areas of the national forests. In
1976, Congress amended the law to add improvements to other sale
area renewable resocurces, such as watexrsheds, recreation, and
wildlife habitat, as authorized uses of the K-V funds. The K-V
Act specifically enumerates the purposes on which K-V funds may
be spent and requires that those monies be spent in the timber
sale area from which they were collected. Diversion of these
funds to overhead expenses in the regional and Washington, D.C.
offices of the Forest Service, hundreds or thousands of miles
away from the sale area, violates the plain language of the K-V
Act.

Application of the K-V funds to general adminietrative
expenses also violates the mutual understanding of the Forest
Service and Congress when the K-V Act was adopted. The K-V Act
was patterned on the 1916 Brush Disposal Act, which authorized
the Forest Service to ccllect deposits from timber purchasers to
pay the cost of disposing of brush and other debris after
logging. See State of Alabama v, United States, 461 F.2d 1324,
1329 (Ct. Cl. 1572) (Brush Disposal Act and K-V Act should be
congtrued in pari materia); gee also R.Y. Stuart, Memorandum to
accompany Report of S. 3531 (Feb. 26, 1930) (appended to S. Rep.
No. 375 at 4, 71st Cong. 2d Sess. {1930)). During Congressiocpal
hearings on the Brush Disposal Act, Congressman Haugen asked
whether the deposits collected would include overhead charges.
Hearings on Agriculture Appropriation Bill H.R. 12717, &4th
Cong., lst Sess. 764 (1916). Mr. Greeley, the Assistant
Foreater of the Forest Service responded, *We do not think there
will be any overhead charges. We have supervising officers on
the job now.“ Id. Although no similar colloguy occurred during
consideration of the K-V Act, it is worth noting that
Congressman Haugen was the Chair of the House Committee on
Agriculture when the K-V Act subsequently was enacted.

Mr. Greeley’s response was perfectly consistent with the
prevailing interpretation of other statutes authorizing cost-
recovery by the government at that time. Throughout the first
three decades of this century, the Department of the Treasury
and the Comptroller General consistently interpreted an 1896 law
authorizing agencies to recover the costs of selling surplus
goods from the sale receipts to exclude general administration
and all other costs not directly associated with the particular
sale in question. The reasoning was that the agencies would
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incur the costs of salaries, rent, equipment, and other expenses
of general administration regardless of the sale. Therefore, no
portion of the those expenses could lawfully be charged to the
sale.

Similarly, in a long line of decisions extending through
1930, the Comptroller General held that laws authorizing one
agency to recover the cost of work performed for another agency
did not allow the performing agency to reccver the salaries of
the assigned personnel, let alone any overhead charges. Again,
the reasoning was that the performing agency would incur those
costs in any event and must pay them from its appropriated
funds. It was not until Congress adopted the Economy Act in
1922 specifically to address this issue that agencies could
recover the salaries of loaned-out employees, and it was not
until 1942 that the Comptroller General decided that Congress
intended to authorize recovery of directly related overhead
expenses as well. Thus, the common understanding in 1930, when
Congress enacted the K-V Act, was that cost recovery authorized
recouping only of direct project costs.

This understanding is bolstered by review of the
appropriations acts at the time of enactma=nt of the Brush
Disposal and K-V Acts. From at least the 1910s through 13850,
the Forest Service appropriations bills consistently included
separate line items for general administration expenses at the
Washington, D.C. and forest (or regional) levels. Many of these
acts also included specific appropriations for the spalaries of
all Forest Service personnel and the equipment and services now
charged to cverhead. There is absolutely no indication that
Congress intended to authorize the Forest Service to augment
these specific appropriations with additional monies from the K-
V and brush disposal trust funds. Rather, it is clear that
Congress merely approved recovery of the additional direct costs
incurred by the agency in cleaning up after timber sales.

The Forest Service did not start interpreting the law
differently until the 19408, when growth in national forest
timber sales greatly increased the pot of money potentially
available to the agency under the K-V Act. In 1947, the
Comptroller General ruled that use of K-V monies for overhead
expenditures would unlawfully augment the agency's appropriated
budget and would not be consistent with the authorized purposes
of the K-V fund. However, the Comptroller General relented to
agency pressure a few months later, after being informed that
the Foreat Service had already instituted the practice of
charging a relatively small overhead rate against the K-V funds.
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While the Ccmptroller General acquiesced in an overhead
rate of about 8% in 1947, the Forest Service has consistently
increased the percentage of K-V funds allocated to overhead over
time. In fiscal year 1997, the agency diverted over 30% of all
K-V monies to indirect costs. See GAO, Forest Service: Indirect
Expenditures Charged to Five Funds, GAO/RCED-98-164R (May 1598).
In the same year, the Forest Service applied an overhead rate of
only 21.4% to the Reforestation Trust Fund, whose authorizing
legislation - in contrast te the K-V Act - specifically allows
expenditure on administrative costa. Id. The agency has
offered no explanation for why K-V funds are assessed for
overhead at a substantially higher rate than the Reforestation
Trust fund when the two funds finance virtually the same work.
We can only speculate whether the explanation is related to the
much greater size of the K-V fund, which is more than five times
larger than the Reforestation Trust Fund. Id.

Finally, I would like to point out that today, as in 1930,
Congress appropriates a specific amount of money to the Forest
Service for general administration. After a thirty-year hiatus,
Congress returned to thia practice in the early 13980s
specifically to regain control over runaway bureaucratic costs.
By allocating an ever-increasing portion of K-V funds to
overhead expenses, the Forest Service is not only violating the
K-V Act, it is also disregarding Congressional direction,
expressed through the appropriations process, to scale back the
agency bureaucracy and focus on on-the-ground management.

Failure to Collect K-V Deposits in Addition to the Payments for
Timber

The K-V Act requires the Forest Service to collect K-V
deposits from timber purchasers “in addition to the payments for
the timber.” 16 U.S.C. § 576b. For the first 25 years of the
Act’s existence, this is precisely what the Forest Service did.
Since the 18508, however, the agency has simply deducted K-V
funds from the payments for the timber. More to the point, the
agency has mastered the art of expanding K-V collections to
recover the lion’s share of proceeds from national forest timber
sales. For example, in fiscal year 1996, the Forest Service
allocated $153 million in timber receipts to the K-V fund, while
returning only $46 million to the national treasury. Fiscal
Year 1998 Forest Service Budget Notes. The result has been a
direct violation of Congressional intent that collections under
the K-V Act not reduce returns to the treasury from Forest
Service timber sales.



173

This change in practice has caused a fundamental change in
attitude among agency staff with respect to the K-V trust funds.
in 1933, the Forest Service Manual stated that K-V deposits

would be required from timber purchasers “only .. [wlhere the
receipts from the sale will not be reduced..” Forest Service
Manual 131-S (1929 as amended). By contrast, internal Forest

Service audits in the 1980s found that agency staff viewed K-V
funds as “our money” and deliberately kept timber sales open
after completion in order to shift more money to the K-V fund to
pay agency salaries and other expenses. See WO Activity Review
of Region 5 K-V & Salvage Sale Fund Programs (10/24-10/30/94).
Agency managers and staff view timber receipts that are not
captured by the K-V fund as “wasted.” It is unlikely that the
taxpayers who are being shortchanged would agree.

Enforcing the K-V Act‘s plain requirement to collect
reforestation and sale area improvement funds “in addition to
the payments for the timber” will have several salutary effects.
In many cases, it will ensure that adequate funds are collected
to pay for the full costs of replanting and other renewable
resource mitigation necessitated by a timber sale. In other
cases, it will improve agency accountability, by requiring the
forests to disclose when the proceeds from a timber sale will
not cover the full costs of restoring the forest stand and
repairing the environmental damage caused by the sale. It will
alsc help ensure a fair return to the naticnal treasury, by
preventing the agency’s current practice of siphoning off timber
receipts to support its bloated bureaucracy. Finally, it will
increase overall receipts from timber sales in the many cases
where bidders are able to purchase the sale for base rates that
do not include the full costs of timber stand improvement and
other renewable resource improvements.

Conclusion

The K-V Act is clear on its face. K-V deposits must be
used for on-the-ground reforestation and renewable resource
protection. The K-V trust fund may not be burdened with the
cost of supporting the Forest Service bureaucracy and may not be
used to bolster the agency’s budget by reducing returns to the
national treasury. We are confident that pending judicial
review of the agency'’'s practices will confirm these simple
precepts and will restore agency conformance to longstanding
Congressional intent.
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Mr. CoYNE. Mr. Chairman, it is my honor to appear before you
to discuss the Forest Service’s Recreation Fee Demonstration Pro-
gram, specifically as it is being implemented in southern Cali-
fornia, under the name of the Adventure Pass.

I must stress that this program has outraged a majority of south-
ern California forest users. Car campers may be happy to pay a
new fee to use forest campground facilities where maintenance and
trash collection costs are high. But beyond that, forest users are in-
censed at having to pay a fee to park before walking off down a
trail or going for a swim in a creek. Hunters and fishermen are en-
raged at having to pay a fee on top of their already onerous license
costs. What upsets forest users is the very principle of paying a fee
to go for a walk in the woods. It is startlingly clear to us that the
Adventure Pass fees are a new tax and that forest facilities ought
to be maintained without charging the public again for lands we
already own, to pay for services we already pay taxes for.

The Forest Service sold the Adventure Pass program to many
forest users by promising that the fee program allows 80 percent
of the new fees to go into the recreation maintenance budget of the
forest where collected. But what they did not clarify and what the
Forest Service continues to avoid addressing is that the new en-
forcement staff hired to check out our vehicle windshields for an
Adventure Pass, are paid directly out of the fees collected. Forest
meter maids, as they are now widely known, are not making a sig-
nificant difference to the recreation and maintenance backlog in
southern California forests. Agreed, they pick up some trash and
perform some maintenance work, but the Adventure Pass program
was surely marketed and intended to make much more of a dif-
ference to the forest facilities than picking up trash and handing
out parking tickets.

The Forest Service position has been to state over and over again
that the majority of forest users are happy with the fee program.
But they are only referring to those forest users who have filled in
comment cards, who have bought passes. Those views do not and
cannot represent the sentiments of the majority of forest users who
continue to boycott the program. In 1997, around 10,000 southern
Californians received fix-it tickets for not displaying an Adventure
Pass when parked in the forest. Around half have continued to
refuse to pay those $5 tickets.

It is the financial picture which brings the entire Adventure Pass
program into clear focus. For fiscal year 1998, the program’s second
season, approved staffing and supply costs total $1,200,000. Staff
must be paid every 2 weeks so this overhead must come before any
forest facility projects can be tackled. For fiscal year 1998, the Ad-
venture Pass program’s own figures show that only $194,000 will
go to the repair of forest facilities. That means that $6 goes to
staffing for every $1 that goes to address the forest maintenance
backlog. Trash pickup, of course, is not part of the forest mainte-
nance backlog. That this $194,000 is only a little over half of what
was made available for forest facilities in fiscal year 1997 indicates
that the program’s startup costs were used to make a visible dif-
ference at the outset in order to impress the public, and that the
program is simply failing to meet any reasonable goals.
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When forest users pay $30 for an annual pass, $3 goes to the
vendor of that pass. That leaves $27 for the Forest Service, 80 per-
cent of which was promised for the recreation maintenance budget
of the forest where collected. Eighty percent of that $27 is $21.50.
By the Forest Service’s own 1998 figures, $3 of this will go to forest
facilities, the other $18.50 to Adventure Pass staffing costs; $3 out
of the price of a $30 pass is abysmally short of what the public was
led to believe would be available for forest facilities from this pro-
gram. As a job creation program, that might be OK, but how could
even a job creation program be judged successful when it has driv-
en so many forest users to boycott their favorite recreation areas?

The Forest Service’s nationwide maintenance backlog is running
at $1 billion. The Adventure Pass and other similar forest pro-
grams would have to raise $10 billion in order to put $1 billion into
our national forest facilities. The other $9 billion would be needed
to cover the programs’ staffing and overheads. No, the obvious need
is for Congress to increase the Forest Service recreation budget. An
increase of $100 million a year—those budgets are now around
$200 million a year—would erase the Forest Service’s maintenance
backlog in 10 years.

The Adventure Pass program and others like it will never erase
this backlog. Forest Service projections from their January 1998
progress report to Congress on the fee program estimates that fee
revenues for 1998 will be $3.8 million for facilities. Even if these
dollars were to all go to forest recreation facilities, it would take
250 years for the entire backlog of $1 billion to be addressed. At
the level of facility funding demonstrated by the 1998 Adventure
Pass program, this backlog will take 2,500 years to disappear.

The Forest Service has no idea how many visitors national for-
ests have. They do not have staff entry kiosks, they do not put
manpower into counting visitors. Their visitation numbers are
guesses and estimates and they openly confess to include people
who are simply driving through a forest to go from A to B. By For-
est Service estimates, 10 million visitors visit Los Padres, where I
come from, each year. By simply doing some mathematics and di-
viding 10 million visitors by the number of Adventure Passes sold,
we can see that only 1 in 85 people have bought an Adventure
Pass.

While we applaud the Forest Service for finally acknowledging
the overall need for public dialog on forest user fees, Congress
should encourage the Forest Service to begin a truly public dialog
in every ranger district, one that frankly ought to have preceded
this ambitious, yet ill-thought out program.

When Congress set aside these lands, it was to conserve them for
their own sake as well as for our use now and in the future. When
we start auctioning them off to the highest bidder and making
them a product to be marketed with help from Disney and REI,
then we are abandoning the very idea of a public trust. The Adven-
ture Pass and other such programs, with their clear purpose of
commercializing our public lands, must be scrapped. The only ac-
ceptable aspect of the program is that fees from the overnight use
of developed campgrounds may be put to work at those same facili-
ties.
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We must be wary of what happens when we convert the Forest
Service to meter maids, they are no longer serving the forest. The
Forest Service is not here to market a product; they must be al-
lowed to return to their traditional function as stewards of our na-
tional forests.

I thank you graciously for the time you are spending seeking to
understand the will of the American people.

Mr. HORN. Well, we thank you for your helpful statement.

Our last presenter is Mr. Vaughan Clark, Free our Forests.

[The prepared statement of Mr. Coyne follows:]
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Testimony to the Subcommittee on Government Management, Informaton and Technology
of the House Commuittee on Government Reform and Oversight.

Oversight Hearing on the US Forest Service's Management Practices, specifically with
reference to the US Forest Service’s Recreational Fee Demonstration Program,

Tuesday, July 07, 1998 at Beliflower City Hall, California.

by Alasdair Covne, Keep the Sespe Wild Committee, Ojai, CA.

Mr. Chairman and members of the Subcommuttee,

[t is my honor to appear before you this moming to discuss the US Forest Service's
Recreational Fee Demonstration Program, specifically as it is being implemented and
managed here in Southern California, under the name of the Adventure Pass program.

Firstly, I must stress that this program has outraged a majority of Southern California
Forest users. Car campers may be happy to pay a new fee to use Forest campground
facilities, where maintenance and trash collection costs are high. But beyond that, Forest
users are incensed at having to pay a fee to park, before watking off down a trail or going
for a swim in a creek. Hunters and {isherman are enraged at having to pay a fee on top of
their already onerous license costs. What upsets Forest users is the very principle of
paying a fee to go for a walk in the woods. It is startingly clear to us that the Adventure
Pass fees are a new tax and that Forest {acilities ought to be maintained without charging
the public again for lands we already own, 10 pay for services we already pay taxes for.

The Forest Service sold the Adventure Pass program to many Forest users by promising
that the Fee Demonstration Program “allows 80% of the new fees coilected between 1996
and 1998 to go into the recreation maintenance budget of the National Forest where
collected.” (US Forest Service Nationwide News Release, Washingion DC, June 26,
1996). What they did not clarify - and what the Forest Service continues to avoid
addressing - is that the new enforcement staff hired to check our vehicle windshields for an
Adventure Pass are paid directly out of the fees collected. Forest metermaids, as they are
now widely known, are not making a significant difference to the recreation maintenance
backlog in Southern California. Agreed, they pick up some trash and perform some
maintenance work, but, the Adventure Pass program was marketed and intended to make
more of a difference 1o the Forests’ facilities than picking up trash and handing out parking
tickets.

The Forest Service position has been to state, over and over again, that the majority of
Forest users are happy with the program. But they are only referring to those Forest users
who have filled in comment cards. Those views do not represent the sentiments of the
majonty of Forest users who continue to boycott the program. In 1997, around 10,000
Southern Caiifornians received fix-it tickets for not displaying an Adventure Pass when
parked in the Forest Around half refused to pay their $5 tickets.

It 1s the financial picture which brings the entire Adventure Pass program into clear focus.
For FY 98, the program’s second season, staffing and supply costs total $1,200,000.
Staff must be paid each two weeks. so this overhead must come before any Forest facility
projects can be tackled. For FY 98, the Adventure Pass program’s own figures show that
only $194,000 will go to the repair of Forest facilities. That means that $6 goes to staffing
for every $1 that goes to address the Forests” maintenance backlog. (Trash pickup, of
course, s not part of the Forests’ maintenance backiog.) That this $194,000 is only a litilc
over half of what was made available for Forest facilities 1n FY 97, indicates that program
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startup costs were used to make a visible difference at the outset, in order to impress the
public, and that the program is simply failing to meet any reasonable goals.

When Forest users pay $30 for an annual Adventure Pass, $3 goes to the vendor of the
Pass. That leaves $27 for the Forest Service, 80% of which was promsed for the
recreation maintenance needs of the Forest where collected. 80% of the $27 is $21.50. By
the Forest Service's own 1998 figures, $3 of this will go to Forest facilities, the other
$18.50 to Adventure Pass staffing costs.

$3 out of the price of a $30 Pass is abysmally short of what the public was led to believe
would be available for Forest facilities from this program. As a job creation program, that
might be OK. But how could even a job creation program be judged successful when it
has driven so many Forest users to boycott their favorite recreation areas?

The Forest Service's nationwide maintenance backlog is running at $1 billion. The
Adventure Pass and other similar Forest programs would have to raise $10 billion in order
to put $1 billion into our Nation’s Forest facilities. The other $9 billion would be needed to
cover the program staifing and overheads. No, the obvious need is [or Congress to
increase the Forest Service’s recreation budget. An increase of $100 million a year - those
budgets are now around $200 million per annum - would crase the Forest Service’s
maintenance backlog in 10 years.

The Adventure Pass program, and others like i, will never erase the backlog. Forest
Service projections from their Jan. 1998 Progress Report to Congress on the Fee Program
estimate that fee revenues for 1998 will be $3.8 million. Even were these doliars all to go
1o Forest recreation facifities, it would take 250 years for the entire backlog to be
addressed. At the level of facility funding demonstrated by the 1998 Adventure Pass
program, this backlog will take 2500 years to disappear.

When Congress set aside these lands, it was to conserve them for their own sake, as well
as for our use, now and in the future. When we start auctioning them off to the highest
bidder and making them a product to be marketed, with help from Disney and REI, then we
are abandoning the very idea of a public trust. The Adventure Pass and other such
programs, with their clear purpose of commercializing our public lands, must be scrapped.
The only acceptable aspect of the program is that fees from the overnight use of developed
campgrounds may be put to work at those same facilities.

We must be wary of what happens when we convert the Forest Service io metermaids -
they are no longer serving the Forest. The Forest Service is not here to market a product;
they must be allowed to return to their traditional function as stewards of our National
Forests. | thank you graciously for the time you are spending in seeking to understand the
will of the American people.
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Mr. CLARK. Thank you. Well, I have to say that I am much more
at home in my office at home.

Mr. HORN. Excuse me. Is there a written statement you have
also prepared?

Mr. CLARK. Yes, I have.

Mr. HorN. I do not happen to have a copy.

Mr. CLARK. I am much more at home in my office at home, I am
not a public speaker, nor am I usually involved——

Mr. HoRN. That is when I start watching my wallet. [Laughter.]

I am looking forward to great rhetoric out of you.

Mr. CLARK. But I have been—I am a freelance writer and sud-
denly along the roads, I started seeing these signs for the dem-
onstration fee project, and decided to look into it. When I called,
I was informed that the Forest Service was suffering what the man
on the phone said was a catastrophic one-third budget cut, which
forced them to initiate this program.

Well, I understand that when people are desperate, they do des-
perate things. Evidently the Forest Service is in a crisis and this
is the result of that. I decided that I did not like this, and so in
looking more into it, I found that what is actually happening here
is that they are trying to privatize the forest and develop it further.
What the Forest Service is doing is giving away our national for-
ests to corporations for development. In a nutshell that is what is
happening. You can read my testimony here to corroborate that.

Mr. HOgrN. I am looking at you with one eye and looking at your
statement with one eye.

Mr. CLARK. Well, I can read a few points here that I would just
like to read right off my testimony, and that is, interestingly
enough, the Forest Service is prohibited by law from soliciting out-
side funding from private industry. To circumvent this, Congress
created the National Forest Foundation [NFF], which I heard men-
tioned here earlier, to do for the Forest Service what it cannot do
legally, which is attract corporate sponsors and form legal partner-
ships with private business to accomplish mutual projects deemed
desirable by them, but them alone. They do not have to consult the
public, and that is my beef.

In this case, the Forest Service budget and agenda are accommo-
dated, big business is provided with a profitable future developing
our national forests for recreation, and we, the American people,
are paying twice—in our taxes and then with a fee.

Another thing I would like to point out here. There was an inter-
esting, what I saw as a very dubious association in attitude that
has evidently found its way into the Forest Service through the
person of Francis Hadalphe, and I am sorry, I did misspell his
name here, but he is the No. 2 U.S. Forest Service official who ar-
rived in his position in 1997 after 30 years in the private sector,
which was again mentioned. But I want you to know that Mr.
Hadalphe was a former chairman of the Recreation Roundtable.
The Recreation Roundtable is basically a gathering of the country’s
prominent recreation company executives, to decide strategy, I as-
sume. Furthermore, Derrick Crandall, the current ARC, the Amer-
ican Recreation Coalition, president is also the current Recreation
Roundtable executive vice president. So I find that a telling fact,
as I wrote here, it seems very cozy to me that these two individuals
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are so deeply placed in decisionmaking in the Forest Service, and
specifically for this demonstration fee program.

I wanted to point out too that the ARC is a Washington lobbyist
consortium and in fact designed and implemented this fee dem-
onstration program. They are the—it is their brainchild, OK? With
the help of the Forest Service, they created this and in turn these
ARC corporate members are awarded the rights to develop and op-
erate recreational facilities on our public lands. Although this pub-
lic/private partnership is not unprecedented, here the concept is ex-
panded and emphasizes commercial and motor-based recreation.
That is commercial and motor-based recreation. In other words,
they are going to develop it. It also includes big future profits for
these corporate members in this ARC.

So I think the big point here also is that not only do they poten-
tially benefit from this association or coming up with this program,
the ARC is, along with the Forest Service, to evaluate and report
public support and relay that data directly to Congress. I find this
clearly a conflict of interest. I mean they are obviously going to
skew the information to suit their needs, as far as I can see—or
I suspect that. That is the way I feel about it.

So like I said, in researching this for my own articles, I came to
decide that I will oppose it, because the entire program promotes
over-regulation in wild places, it encourages private enterprise in
our public forests and charges a user fee for the things that our
taxes once paid for. And I ask, where does the 30 percent of my
annual income go? Of every American in this room, where does
that 30 percent go, and why does the Forest Service not utilize
those revenues to support their maintenance without a fee or to
eliminate it.

So let me just say this, I wholly support the original vision of the
Forest Service as caretakers of our national forests, but not as de-
velopers of it. This recreation fee is the act of a Government agency
in crisis, I think. That is what I have come to find out. So I am
asking you to pass the word, to help them.

I just see two solutions. No. 1, you can increase the Forest Serv-
ice recreation budget to at least begin to tackle that maintenance
backlog; or No. 2, you can keep the present budget and adjust the
need for maintenance by terminating personnel and services such
as roads, patrols, campgrounds, and other USFS facilities until the
budget is balanced. It is that simple.

All this talk that I have heard here about well, all the people
want to make sure that we have more toilets and more information
boards. I disagree with that. I see that as a—I want to see our for-
ests kept wild, if it means paying more and developing our forests
as a result.

Also, I wanted to mention that while long-standing government
subsidies to mining, timber, and cattle industries continue, tax-
paying Americans are being scammed. I feel this is really just a
scam to pay more for something they already own, as I said, but
when officials justify this user fee by saying people who actually
use the forest should pay a little more, I just say no. I mean, 1
refuse. There are many things that our taxes pay for that I will
never see. I cannot even imagine what they would be, but yet, I put



181

faith in our Government to spend our money wisely—well, in this
case, they obviously have not.

I just feel that sooner or later a point is reached where taxation
in any form—in this case a fee—transgresses a person’s right to
keep what they earn. I think it is doubly bad that as a result of
this program, private corporations can profit.

If you really want to Lzlp the Forest Service, I say this: stop de-
veloping public forests for recreation and start developing the pub-
lic mind. Tell them—educate them through television, through
radio, through various media, spend money this way to say this—
tell them about overpopulation, tell them how to control over-
population, tell them how to—what it means to preserve your lands
and not trash them, as is the problem here I guess. Tell them
about uncheckes immigration or overdevelopment and how to take
control of their mismanaged Federal taxes—tell them that. Maybe
you can get them to understand. You know, maybe we can do more
good that way than developing our national forests further.

In closing here, I will just say that the numerous road signs ad-
vertising this Forest Service Recreation Fee Demonstration Pro-
gram are themselves an eyesore. There are so many of them along
this road, any of the roads I go to, they are a blight on the land-
scape.

Mr. HORN. Which road is that?

Mr. CLARK. Well, in my experience, it is on most of the roads in
the Los Padres National Forest. Paradise Road is a big one, if you
are familiar with that one—Paradise Road, the road to Pine Moun-
tain, Painted Cave Road has a sign, San Marcos Pass Road has
signs. Mt. Pinos, I understand, although I have not seen it, has
17—a numerous quantity of signs on one road going up from the
base of this mountain, this sacred mountain, to its summit. They
have virtually littered the place with signs in trying to advertise
this program.

I find, more than anything—and I am going to read this right off
the bat here—more than anything, these signs mirror our inability
to curb our insatiable appetite to achieve our identity through sub-
duing nature and adapting every place on Earth to human needs.
Money and manifest destiny still to this very day seems to be our
high moral calling. All we are about is building more, making bet-
ter roads, pulling more timber out but yet being nice to the Earth
and not taking too much, making it sustainable. But I feel so
strongly about this, I disagree so strongly and feel so totally
a?ainst this program, that I advocate civil disobedience in the form
of noncompliance until the program is either canceled or I am al-
lowed—and I want you to understand—until I am allowed to vote
on it. If I am allowed to vote on it, then the majority of the people
have taken it in hand, they have been asked. But until that time,
I will do everything I can to trip up this program. I urge you to
please take action too and at least convey my feelings to the higher
ups, as I was told.

I would like to add this, speaking of that—I am kind of back-
tracking here—I have spoken to a number of Forest Service em-
ployees who actually enforce this program. They are actually down
there writing tickets, picking up trash, whatever, and some other
patrols there, actually the police, they are police type enforcement
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patrol back there. I asked them and none of them that I spoke to—
they have to remain anonymous—none of them liked the program.
This is the rank and file I say, this is rank and file people. Yet they
are afraid to speak out because of self-interest. They are afraid
that if they say anything, well, I think it was mentioned before,
. they are afraid for their jobs.

I think the actual Forest Service feels the same way. I mean, this
program is in their self-interest to maintain and they are afraid to
not enforce it, even though it is against their better judgment to
just go ahead and scrap it. Yet they are on a steamroller now. You
know, in talking with these people, they kept telling me to talk to
the higher-ups and so here I am.

Mr. HORN. We are glad to have you here.

Mr. CLARK. I might add that I had very little time to prepare
this, I had less than a week. As I said, I am very much more com-
fortable in an office, I feel powerfully about this, and I am the face
of resistance.

Mr. HoRrN. Well, we thank you for coming down here. I take it
you live in Santa Barbara?

Mr. CLARK. I grew up in Torrance, Redondo Beach.

Mr. HORN. You might want to write Mrs. Capps, your Represent-
ative, a letter.

Mr. CLARK. I have. I have written Mrs. Capps, all my Represent-
atives, Barbara Boxer:

Mr. HORN. Well, I just learned of the fee about 2 weeks ago when
a friend of mine was rather upset in terms of the Idlewild case.

Mr. CLARK. I am not getting subsidized to come here.

Mr. HORN. Yeah.

Mr. CLARK. This is my own time and I am not making any
money here.

Mr. HORN. So we thank you all for coming.

Before we leave, I want to ask both the GAO and the Forest
Service if there is any comments they would like to make based on
the suggestions and presentation of our eight people on panel two.
If there is anything you would like to say, let me know, and you
are welcome to say it.

And after this, we are going to have sort of an open mic for about
2 minutes. I see a few people here that would like to say some-
thing. We do that, we like to get ideas in the record.

Let me ask you a few questions, gentlemen, before you leave
here, because I want to follow up on a few things that were said
around the table.

Mr. OToole, needless to say, I found your testimony intriguing
and let us talk about fees. I agree that you have to look at incen-
tives. How would we responsibly handle pure public good such as
wildlife habitats and watershed protection?

Mr. O'TooLE. Well, that is where the Biodiversity Trust Fund
and the Historic and Prehistoric Resources Trust Funds that I
mentioned come in. I would say if you are funding the forests out
of their profits, that leaves some money left over. Some of that
money can go to the counties, some of the money can go to the U.S.
Treasury, but let us take some of the money and put it in a trust
fund for biodiversity. Put biologists, conservation biologists, ecolo-
gists, in charge of that money and let them pay the forest man-
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agers again to do things like selection cut instead of clear cut or
buy trees and not cut them down, or pay bounties to landowners
or land managers who are producing viable populations of endan-
gered species. In other words, use the money as a tool to give peo-
ple incentives to do the right thing for the pure public good. When
it comes down to it, there are really not that many pure public
goods out there. I think I have mentioned some, the historic and
prehistoric resources and the biological diversity resources.

Recreation is not a public good, water is not a public good. Wild-
life, other than endangered species, are not a public good. Most of
the other resources are definitely not public goods.

Mr. HORN. Well, I thank you. I would like to ask first the panel-
ists, did you hear anything any of your colleagues said that both-
ered you or you would like to add to? Sometimes we get here and
have our own thoughts and then we hear a new idea and we sort
of think gee, that is an interesting point. I would like to join it, or
I think it is the worst idea I have ever heard of, either of thos: or
anywhere in between. So I am just curious if any of you would like
to comment on what anybody else said. Mr. Roddy.

Mr. RopDY. Yes, thank you. I have a book called Forest Re-
sources of the United States and there are a lot of statistics out
there and a lot of claims being made about whether we are neglect-
ing our national forests, whether we are fighting fires too much,
how many board feet assets are there. I would like to quote from
Government statistics showing the volume of—I think it is called
softwood saw timber.

Mr. HORN. Softwood what?

Mr. RopDY. Softwood saw timber volume in the Pacific North-
west region. In 1950, there was 890 billion board feet——

Mr. HorN. Million or billion?

Mr. Roppy. Billion. In 1992, it was 670 billion board feet. Of the
trees that are 29 inches plus in diameter, in 1952, there was 454
billion board feet, in 1992, there were 207 billion board feet. Obvi-
ously these are just numbers, but I think they tell a tale of horrible
ecosystem destruction, and this is really what we need to address.

Mr. HORN. Any other thoughts over here?

[No response.]

Mr. HorN. OK, let me go through a few more things here, just
to get my own clarification. Mr. Roddy, you also noted that sub-
sidies, both in this country and in Canada, distorted the market for
housing materials. In your testimony, you estimated the gross
amount of the subsidy at $691 million in operations and
unquantifiable subsidies in the form of environmental damage.
Have you ever estimated the unit subsidy? In other words, the per
board foot subsidy that would affect the competitiveness of your
products?

Mr. Roppy. The only one, to my knowledge, who has ever done
a comprehensive study on that issue is Michael Mascall, the former
World Bank economist who did so for the province of British Co-
lumbia. He estimated in Canadian dollars the subsidy figure at $2
billion annually, which included the fact that also in the other
provinces that you can get trees for a penny apiece.

Mr. HORN. That was just the Canadian portion was $2 billion?

Mr. Roppy. Right, but not Canada, only in British Columbia.
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Mr. HORN. Only in British Columbia.

Mr. Ropby. Right. He believes that American subsidies are com-
parable and that has been borne out by the status of the U.S./Can-
ada arguments over tariffs and trade in lumber products. But I
have not done the arithmetic to quantify that in terms of the cost
of a 2 by 4.

Mr. HORN. Mr. Corcoran, let us see here, if I remember, I think
it was the Press Telegram on Saturday quoted you liberally on
recreation fees in the Angeles National Forest and you said Sierra
Club members were generally opposed to the fees. Has the club
taken an official position on these fees?

Mr. CORCORAN. The National Sierra Club has not. It has decided
to wait and see what the 3-year project looks like. Though I would
say there is strong sentiment that there be no premature rush to
a permanent program. The local chapter of the Sierra Club, the An-
geles Chapter, has taken a position recommending that National
oppose the recreation fee program; one, because of the fears of a
gradual privatization of public land and an overdevelopment, that
this could become another cash cow for developing wild lands, and
also because of the issue of continued subsidization of other com-
modity uses of the forests.

Mr. HORN. Some of you have covered this next question and let
me just see where you are on it. For opponents of recreation fees,
if not from fees, where should additionaF revenue for forest amen-
ities come from, given the importance in Washington of balancing
the budget? Just go down the line? Do you think Congress should
just simply put up the money or should the fees stay, or what?

Mr. O'TOOLE. Well, obviously I am a strong supporter of as many
recreation fees as we can get. If recreationists—the Forest Service
in 1990 estimated that recreationists, if they were asked to pay fair
market value would be willing to pay $6 billion a year to use the
national forests. That is more than four times what timber compa-
nies, mining companies and ranchers pay for extracting resources
from the national forests. Now the Forest Service always over-esti-
mates numbers like that, so we have to take them with a grain of
salt. But still, recreationists do like to use the national forests, I
think most of them are willing to pay, most of them agree that
their recreation experiences are valuable. It is always hard though
to get somebody to pay for something that has been free.

If milk had been free and we started paying for it, people would
resist it. On the other hand, if the government decreed that milk
would have to be free from now on, in a week, you would not be
able to find milk in the grocery store because the grocers would put
something else on the shelves that would make them money. And
that is what we were seeing in our national forests, recreation did
not make money for the Forest Service, so the Forest Service was
clear cutting all the recreation sites. If we want to have free recre-
ation, we can have it, but it is going to be poor quality and there
will not be very much of it. If we want quality recreation, we have
to be willing to pay for it, and the more the better. The more we
pay, the better the recreation we will get.

Mr. HORN. Any other thoughts on this? Mr. Stahl.

Mr. StAHL. There is an axiom that people like to use in regard
to industrial polluters and that is polluters should pay. I think that
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almost anybody would agree that if a mill discharges pollutants
into the water, that they should pay the costs of cleaning that up.
Anybody who is a recreationist who does not think that recreation
pollutes is naive. Recreation imposes an environmental cost and
the question is who should pay the clean up costs, the mitigation
costs, the stewardship costs of accommodating the millions of
recreationists who use our national forests. Should it be all of us
or should it be the people who recreate? I think most people would
say that the equitable solution is it should be the people who pol-
lute, They should be the ones who pay.

Mr. HORN. Mr. Roddy.

Mr. RoDDY. I think there are strong arguments on both sides. I
have not thought the issue through or formed an opinion. I will go
to the next speaker.

Mr. HORN. Mr. Hofmann.

Mr. HOFMANN. Well, I think your question is to the heart. We all
want less government, but we do not want to relinquish any of our
services. I think the statement was made earlier that the Forest
Service can and ought to be self-sustaining, self-supporting and if
they can blend those resources together, I think that they probably
can pay for one another.

Mr. HORN. First over here, Mr. Corcoran, how do you feel on this,
same as your club?

Mr. CORCORAN. Well, I am a staff member of the Sierra Club, so
I am here to speak on behalf of the members of the Sierra Club.
As I say, the National Sierra Club, which would be the entity to
take a final position on a Federal issue, has taken the position of
monitoring, to see how the moneys are spent, what is collected,
what are the impacts on the forest, before going forward with a de-
cision. I would say that we have exactly these same debates among
our national committees about recreation fees. It is an ongoing dia-
log. Though there are fears—may 1 just continue—about accessi-
bility to the land, that a proliferation of fees could be burdensome.
Especially in the northwest, we have seen some examples where
you have to have to pay multiple fees to undertake one trip. Prob-
lems like that should be ironed out.

Mr. HORN. Mr. Berger.

Mr. BERGER. No comment.

Mr. HORN. No comment. Mr. Berger takes the Roddy position
here. OK, and we have Mr. Coyne.

Mr. COYNE. Keep Sespe Wild takes the position that the use of
overnight campgrounds is something for which people are happy to
pay, because they understand that there are costs associated with
keeping the toilets clean, the trash picked up, et cetera. People are
objecting to the idea of parking beside the road and going for a
walk and people believing that the government should be looking
after those lands for their use. That is the sentiment that we have
found over and over again from every user group—hunters, fisher-
men, mountain bikers, swimmers, backpackers, et cetera. I think
that the Forest Service, by not asking for the public’s opinion, is
severely neglecting the positions of those that do not feel a fee is
appropriate. If I can read three lines here, this is from the Forest
Service’s Progress Report to Congress in January 1998 and it is
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based on a study that was done before the fee demo was imple-
mented here in southern California. It says,

Approximately 30 percent of the participants of the study thought there should
be no daily fee at all, while half felt a fee ranging from one to five dollars was rea-

sonable. A majority opposed the fee pilot program that was proposed for the Enter-
prise Forest.

That is our area.

Their opposition was based, not on a specific fee proposed, but on a general belief
that government cannot be trusted to implement the program fairly.

Thank you, sir. '

Mr. HORN. Well, thank you, and we know where Mr. Clark
stands on this.

Mr. CLARK. Well, I would just reiterate that I really demand to
at least be able to vote or have a voice personally on this as an
American citizen. | say to adjust any budgets, although there is an
impact from recreation, I suggest that the Forest Service adjust ac-
cess to accommodate the budget. In other words, if there is not
enough budget to maintain all the facilities, cut back on the facili-
ties until such time as there is a balanced budget. It is just that
simple, close that restroom, close that road, make people get out of
their cars and walk. Make them experience nature directly and not
through their windshields. Furthermore, I would say that if we are
going to address this problem, we have to address over population
and over development, just in general, as general concepts to be
brought to the attention of the public so they are made aware and
they can understand what they have to do to solve this problem
other than further development. You know, what we are doing is
citifying our forests, we are turning them into cities. We are taking
the city right out of the city and putting it up on the mountain.
I do not like that.

Mr. HornN. I take it you would make exceptions for disabled peo-
ple who cannot walk through a forest?

Mr. Crark. Disabled people, I like black people too, you know,
but disabled people unfortunately have limitations and unless—you
know, I have heard people say they want to build a cable car to
the top of Half Dome so disabled people can be accommodated.
Well, that is out of the question, I would think. That makes my
point.

N Mr. HORN. Well, I have not heard that one, but I take it you
ave,

Mr. CLARK. No, that was just right off the cuff. I have not heard
that per se, but that makes the point.

Mr. HORN. I would not think so. Most rational people would not
want to do that.

Mr. CLARK. Well, in other words, there has to be a limit to what
you develop for the purpose of accommeodating disabled people, al-
though, you know, everyone knows—everyone feels great sympathy
for them, I am sure, every rational person.

Mr. HorN. To close out this, I am going to start with Mr.
O'Toole, he started it and we will close with Mr. O’Toole.

I am curious, could you give us a little description of your second
century report and the recommendations?

Mr. O'ToOLE. Well, I am glad you asked that question. Do you
have a copy?
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Mr. HORN. I do not have a copy.

Mr. O'TOOLE. Well, here it is.

Mr. HorN. How long is it?

Mr. O'ToOLE. The actual report is only about 20 pages and the
appendices bring it out to about 50 pages. ‘

For the last year and a half, a group of environmentalists, timber
industry representatives and Forest Service officials have been
meeting to talk about the future of the Forest Service. They agreed
that most of the problems of the Forest Service are attributable to
budgetary misincentives and governance problems, the outdated
governance structure that people have talked about this morning.
While there are other problems, they decided to focus on those
types of problems and they have proposed to test significant re-
forms of the budgeting and governance structures on 10 national
forests, 5 different tests, 5 different major reforms on 2 forests
each.

This is a draft report. We are asking for public comment now.
The group will meet again in August and write a final report and
I suspect that they are going to change some of these pilot tests
a little bit and some of them they might change dramatically, they
might even discard one or two and add some new ones based on
the comments that we have received. The group will then go to
Congress and to the administration and say let us begin these tests
at the beginning of fiscal year 2000, that is October 1999, try the
tests for 5 years and then at the end of the 5 years evaluate and
see what we have learned, and maybe if we try enough different
ideas, we will be able to figure out which ideas or which combina-
tion of ideas should be used, applied to the Forest Service as a
whole, and reform the Forest Service iz time to begin its second
century in the year 2005.

Mr. HorN. Well, I thank you. Now we have one remaining thing
to do. This panel will be excused.

I need to know first, how many would like to speak into that
microphone for at least 1 minute? That is going to be it, because
the staff has to leave and I have to leave. So if you will line up
back of that microphone, we will be glad to hear you for 1 minute.
You can file any remarks you have and we will insert them as if
read. So what have we got there. Matt, how many people are there,
I cannot see. Let us make sure everybody is there because I want
to divide the time equally. We are going to have to close this out
at 2:30.

The CLERK. Eight so far.

Mr. HorN. OK| is that it? Because it is going to stop there with
the eighth person there, so if anybody else wants to get into it, get
into it now. All right. We will give you a minute and a half, is what
you are going to get. We have to get out of here, they have to run
for planes to the State of Washington. But let us hear name and
city, so the reporter of debates can do it, and we are not going to
swear you in. I swore them in yesterday, but-—all right, we will
swear you all in, just raise your hands and affirm.

[Witnesses sworn.]

Mr. HORN. And I take it all here are agreeing. If you do not, do
not testify because we take things under oath. So let us begin, sir.
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Mr. CzyMANSKE. Could I just ask a question of procedure? I just
heard about this hearing 3 or 4 days ago, before the holiday week-
end. Are you going to leave the hearing record open?

Mr. HORN. Sure.

Mr. CzyMANSKE. For how long, 10 days, 20 days, what is it?

Mr. HORN. Let us say 3 weeks.

Mr. CzyMANSKE. OK, thank you very much.

Mr. HORN. Send us a letter and we will be glad to insert it in
the hearing record.

STATEMENTS OF DAVID CZYMANSKE; RALPH CONSTANTINE;
HELEN LARSON; HEIDI MAUER; ANN CANTRELL; BEA MOR-
ROW; JACK MORROW; NED BOYER; AND ALAN ARONSON

Mr. CZYMANSKE. My name is David Czymanske, I am from South
Pasadena, CA, I am an environmental and government relations
consultant. I also happen to be a member of the Sierra Club and
currently chair of the Pasadena Group of the Sierra Club, although
I am speaking as an individual this afternoon.

Comments on the Recreation Fee Demonstration Program-——Rep-
resentative Horn, your opening statement, you indicated that NPS
and Forest Service have extensive needs that cannot continue to be
adequately met through annual appropriations. I would suggest
that that is an open question. The last 3 or 4 years of Congress has
not appropriated the money, but Congress could, in fact, appro-
priate the money if it so chose.

I would like to comment on Mr. Stewart’s notation that the recre-
ation budget for the whole Forest Service was $217 million. Hope-
fully, he said the Recreation Fee Demonstration Program could
maybe produce $20 million this year. That would only be about 10
percent of the total budget. As I understand the Forest Service
budget had been cut 30 percent or more in the last few years so
the recreation fee program cannot solve the problems of the budget.

He also indicated some people very much dislike paying but as
people become aware, they adjust to paying the fee. It is kind of
like, you know, the story of the frog. If you increase the tempera-
ture on the frog slowly, the frog does not jump out of the hot pot.

In Canada, they had a parks recreation fee that started out at
$5 or $10 year, it is now up to $140 a year.

Mr. HoOgN. The time is up.

Mr. CzyMANSKE. Yes; I can see that 1 will have to submit you
something in writing.

Mr. HORN. But most congressional committees never have this.

Mr. CzyMANSKE. I understand. And I appreciate that too, I un-
derstand.

Mr. HoOrN. Thank you. Yes, sir.

Mr. CONSTANTINE. My name is Ralph Constantine, I am a con-
sulting civil engineer licensed in the State of California and I have
been in the construction business all my life. Lately, I have been
one of the volunteer maintainers of the San Merrill Trail in Alta-
dena, which is undergoing a most destructive reconstruction by the
Forest Service. I think this is one of the most outrageous examples
of mismanagement of public funds by the Forest Service. And I say
that because—

Mr. HorN. Now, is this the U.S. Forest Service?
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Mr. CONSTANTINE. Pardon me?

Mr. HORN. Is it the U.S. Forest Service?

Mr. CONSTANTINE. Yes; I am talking about——

Mr. HORN. You said it was in Altadena.

Mr. CONSTANTINE. I am sorry, I am talking about the Forest
Service—the Angeles.

Mr. HORN. The Angeles?

Mr. CONSTANTINE. Yes; I am talking specifically about the San
Merrill Trail in Altadena which they have undertaken, as I say, de-
structive reconstruction and they told the public they were going
to spend about $28,000 to do the job and in my opinion, after hav-
ing made an extensive study, which I proposed to write a report on,
it cannot be done for less than $500,000. They have already spent,
in my opinion, $75,000, $21,000 of which is for materials for retain-
ing walls and these retaining walls are a special type which are
made out of wood essentially, oil-treated redwood in a canyon
which is periodically swept by forest fire storms driven by Santa
Ana winds, so that it has happened in 1980, it happened in 1985
and I think the next forest fire, those will all be destroyed. We
complained to them that that was the wrong thing to do, but they
have not been responsive to that.

Then I further—the work now is—as I say, they have spent
about $21,000 just for materials which were not included in the
$28,000 figure.

Mr. HORN. If you could submit that for the record, we will be
glad to send it to the Forest Service.

Mr. CoNSTANTINE. OK. Well, I further have a letter here——

Mr. HorN. Unfortunately, your time is up. But please submit it,
we will put it in as if spoken and we will send it to the Forest Serv-
ice for a response. We will need your address, all I have here is
Altadena. OK.

Helen Larson, Santa Barbara.

Ms. LARSON. Right. Mr. Horn, I am Helen Larson and I am here
just so you all are aware that there really is a strong grassroots
movement going on across the western part of the United States.
It is not only in Washington, Oregon, and California, but I can tell
you just at our local level, we have had 200 people crowd into the
Maverick Saloon in the Santa Ynez Valley, 200 people crowd into
a junior high school auditorium in Santa Barbara, 190 people
crowd into the Chaparral Auditorium in Ojai, this is all since
March 30, because they are absolutely outraged about this double
taxation and also the inconvenience of the administration of the
Adventure Pass Program.

It has alienated us from our Forest Service friends, for those of
us who live up there in the mountains, because they have very
quietly come to us and said for heaven sakes, contact Congress and
get this off our backs. We do not want to be Forest Service cops,
we are here to be Forest Service rangers. So we know that there
is a problem with the Forest Service, we have heard that there is
a one-third cut in the funding for the Forest Service, but we feel
as if there is a reallocation of funding.

Mr. HORN. Go ahead. I was trying to get an answer to one of
your questions. I can listen and hear him, too.

Ms. LARSON. Well, I would be happy to.
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It is just the matter of fact of the administration of the Adven-
ture Passes making it so difficult even in our small towns, because
of our relationships with the Forest Service people, whom we live
right next door to and also the vendors who are selling the Adven-
ture Pass, we feel because it is a privatization of public lands.
Every vendor who makes this pass available is undercutting our
American right as citizens to our forest lands.

Let me say one more thing about why I actually became in-
volved, and that is because I live on a road called West
Communosuelo. There are no amenities whatsoever. I do not mind
paying at national parks. I do mind the fact that if I take a left-
hand turn out my driveway and go up past three houses, I am cut-
off from my road. I can—there are only two trails up my road. OK?
I can no longer go up there and park and admire the scenery. You
know, my kids and my grandkids should have the right to go for
a quiet walk in the woods. There are some other places maybe
where they want to recreate, but there is also a need for our bodies
and Igf)uls Just to go for a quiet walk.

Mr. HORN. Thank you. Heidi Mauer of Ojai, CA.

Ms. MAUER. If I had known you were going to give us this oppor-
tunity, I would have done something other than scribbling a few
notes down.

Mr. HORN. Go ahead.

Ms. MAUER. I appreciate this experience though.

I and many others will and do boycott the Adventure Pass. I say
that sadly because I like to use the forest, but I will do this.

I was raised to believe that the forests were to be preserved by
government and not developed for recreation. So the development
I have seen already, I do not like. I am sorry there are so many
people that feel they need that sort of development, but there will
not be a place for the animals and the wildlife either.

Something was said about the surveys that were done. I cannot
believe that. The people I have talked to, the people I have encoun-
tered—there may have been 1 percent that are in favor of this pro-
gram. So I cannot see these surveys being legitimate.

There was a town meeting up in Ojai. Forest representatives
were invited but nobody showed up from the Forest Service.

There are campgrounds up behind Ojai, I know because I have
been up there camping. No fees associated with them. I do not
mind paying a couple dollars on a campground that is not devel-
oped or even some that are developed more and paying a fee, or
even a picnic area that has got the tables, the cement foundation
for garbage stands. I do not mind paying fees for anything I use.
There are campgrounds and camp sites that there are no fees on
currently.

Thank you.

Mr. HORN. Thank you. Ann Cantrell, Long Beach, welcome. Nice
to see you, Ann.

Ms. CANTRELL. Thank you.

I am conservation chair of Eldorado Audubon, and in all the talk
that we have had today, I have not heard much said about the
birds, which share the national forests with us.
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Audubon has been participating in a 5-year study on breeding
birds in L.A. County and one of the places that we have gone is
the very northern part of L.A. County in the Angeles Forest. We
have discovered there are birds breeding there that no one had any
idea were still around L.A. because of all the over-development.

I was astounded to hear Mr. OToole say that profits are what
we want out of the national forests. I, for one, and I think there
are many others that agree with me, that is not what we are look-
ing for in the national forests. We are looking for a place for recre-
ation, for restoring our souls, for seeing wildlife in its natural habi-
tat.

It was brought up that looking out over a clear cut forest is not
a way to attract people to the national forest. Clear cutting is an-
other thing that is destroying the bird life in our country. We found
out that they have to have corridors, they cannot be cutoff by little
patches of forest that are left.

So I have mixed feelings about paying fees for the national forest
and I agree with what some of the other people have said about
not objecting to paying for overnight camping, but just to get out
and walk in the national forests, I think should be a privilege that
we all should enjoy.

Mr. HogrN. Thank you, well said.

Ms. CANTRELL. Thank you.

Ms. MoRrOW. Hello. I am Bea Morrow.

Mr. HORN. Hello, Bea, nice to see you.

Ms. MORROW. Same here. Sierra Club chair for Long Beach. We
have 3,000 members in the Long Beach area and I am representing
them today.

Mr. HoRN. Including me.

Ms. MoRrOW. Including you; yes, thank you.

The Sierra Club is against timber cutting, as you know, in the
national forests. It is obviously a failure. There seems to be no good
reason to continue the timber cutting. A cut forest is not a forest
any more, as we all know. And a replanted forest takes so long to
grow.

I was just at the beginning of Yosemite and went up into the for-
est there, way in the back and found a planting of 10 years, and
it was about as big as I am. It had all been done by volunteers.
There are a lot of volunteers and we volunteer a lot of time for
trails and everything in our national forests. We would like to see
them kept wild. We think that the profit motive for our national
forests is the wrong way to go. I am sorry, I can only see subsidy
by the Government.

The timber industry has been subsidized long enough. I think
you need to subsidize the forest itself in any way that we can keep
it.

I have been in Germany, I saw managed forests in Germany.
They were dead forests, there was not an animal, nothing moving
in those forests. They were very beautiful, but nothmg alive in
them. I understand they are having trouble keeping those forests
alive because there is not any ancient forest. They cut their forests
every 30 years there.

Those people come over here. While I was in Yosemite, there
were more people from foreign countries than Americans, and this
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was just last week. It was unbelievable. But that is where our dol-
lars from overseas can come from, not from sending our wood over
there to be sold.

Thank you.

Mr. HoOrN. Thank you. Jack Morrow. Nice to see you, Jack.

Mr. MORROW. Same here. I am the husband of the chair of the
Long Beach Group. [Laughter.]

For whatever that is worth.

I submitted a written statement to you and I would just like to
comment, ] wanted to ask the question while the panel was up
there but they left before I could. We heard the timber industry
guy say that the forests are bigger and better than ever, increasing
so fast we have got to clear cut them or burn them or do something
with them. Then we heard the guy from the steel company, the
steel framing company quote a Government report that showed ex-
actly the opposite, which makes you wonder if they are talking
about the same forests or the same country or the same planet.

One of my comments was that the Forest Service should know
how many acres of forest have been cut, how many remain uncut
by site, class, by district and by forest. And most importantly, has
this been verified visually onsite by an independent agency? I think
one of the panelists mentioned certified.

There has been a lot of talk about phantom forests that exist
only in Forest Service computers, which have been looked at found
to be clear cut wastelands. So I think in evaluating where we are
today, that this committee should certainly take any statistics that
you are provided, with a big grain of salt and verify them in some
way independently.

Thank you.

Mr. HORN. Thank you. Next is Ned Boyer of Pasadena.

Mr. BOYER. Yes, thanks for the opportunity to speak.

I am a Sierra Club member, but mostly just speaking for myself
today. A couple of items that I want to just encourage you to look
at that were not mentioned today.

There used to be a timber theft task force that I believe the last
Forest Service Chief, not the current one, had shut down. Timber
theft I believe is a real problem and I hope that that is something
that you will look at because that is also something that contrib-
utes to fiscal problems.

Mr. HORN. Where do you see that occurring, do you know?

Mr. BOYER. No, I do not have the specifics, but I think that Andy
Stahl's organization or the Public Employees for Environmental
Responsibility, founded by Jeff Dubones, they are the ones who
brouhght that to the public’s attention and so they issued a report
on that.

Mr. HORN. That is a good point. We had that at the first decade
of the 20th century. Teddy Roosevelt sent a special counsel up to
Oregon to go after some of that.

Mr. BOYER. Yes, thanks.

Also, in today’s L.A. Times, on page 5, Jim Gurstanzing mentions
riders in Congress that are attached to appropriations bills, many
of them detrimental to the environment, including one that would
apparently ban prescribed fire until the land had already been
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logged. That and the other antienvironmental riders, I hope you
will do your most to oppose and to see that they be scrapped.

There are some comments I have about environmental costs, the
intangibles that are not necessarily—that I will try to submit in
writing to you because that will take longer to say.

My last point has to do with the 1872 mining law, which was
also not discussed today. There is a very strong and important case
in the Siskiyou National Forest, Rough and Ready Creek, very high
biological values and there is a damaging mine operation proposed
for there. I brought a very helpful video cassette which I offer to
you, and some other materials including some Forest Service docu-
ments given to me by James Rogan, my representative up there in
Pasadena. And if you do not have it, I have——

Mr. HOrN. 1 do have that right on my office coffee table.

Mr. BOYER. The clear cut book? Thank you very much.

Mr. HogN. That is a very tragic situation.

Mr. BOYER. So this material I will be glad to give to you.

Mr. HORN. Good, I would like to see it. Do you need it back?

Mr. BoYer. I have copies, thank you.

Mr. HORN. Good, I will look at it tonight.

OK, our last one is Alan Aronson, E]l Segundo, CA. Welcome.

Mr. ARONSON. Thank you, Mr. Horn. Thank you for having this
meeting.

I just basically want to add to the fee level, which I in general
oppose, that there is a certain—Mr. OToole said that recreation
was not a public good. I think a certain level of access, as many
people have mentioned, does in fact constitute a public good, a cer-
tain level of access to our public lands.

It was pointed out that access to these lands creates pollution.
I would like to point out that hunters and fishermen, for example,
already pay excise taxes under the Pittman-Robinson Act, and they
have for years. In California, off-road people pay fees through the
Green Sticker Program. Perhaps a broader tax on other outdoor
camping activities or outdoor equipment could be used to add to
the fees, but I would urge the Congress to develop the political will
to fund the national forests and our national parks at the levels
that they need. I think the support is there if the case is made.

I am worried about fees adding to privatization and favoring in-
tensive development over less development. For example, downhilil
skiing over cross country skiing, highly developed campsites over
wilderness areas and so forth.

I want to thank you very much again.

Mr. HORN. Your comment reminds me that it might be a little
difficult for those that do not want to be Forest Service cops to
chase skiers down slopes to get the fee, but I thank you for raising
that issue. Thank you very much.

With that, we are going to thank the staff that prepared this
hearing—J. Russell George, he is probably already up in the State
of Washington, staff director and chief counsel. There you are, Rus-
sell, thank you. That is where the city manager I think sits in this
town, too, in the meetings. He is staff director and chief counsel to
the subcommittee. Mr. Brasher, to my immediate left, the senior
policy director, and a native of this area as a matter of fact; Mat-
thew Ebert, the clerk, who has kept this thing running for a year
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now; Mason Alinger, the staff assistant, also helping Matthew.
Then we have several interns in Washington and here that worked
on the hearing—Sol Bartel, Betsy Damus, Mark Urciuolo, David
Graff, and we have Marisa Gard on my right, who is also a resi-
dent of this area and she is one of our key people in Washington,
legislative assistant and also head of all computer systems for us.
And that is a tough, tough thing.

Connie Sziebel, I do not know if she is here. Connie stand up so

geople can see you, although half of them are not from this area,

ut Connie is the district director for us and she is a tremendously
efficient, effective staff in the Lakewood District Office. David
Coher is outside, district assistant; Justin Ponchak, intern; and Bill
Warren is our court reporter.

But I want to also thank the Bellflower staff here, Mike Egan,
the very able city administrator in this city, was nice enough to ar-
range these facilities; along with Kevin Gee, the public information
officer. So we thank our friends in Bellflower.

Now, this hearing will be adjourned until Thursday, in
Wenatchee, WA, when another hearing will beiin at 11 a.m. So any
of you that want to continue to be at these hearings, please join
us in Wenatchee, WA,

With that, we are in recess.

[Whereupon, at 2:35, the subcommittee was adjourned.]
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HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON GOVERNMENT MANAGEMENT,
INFORMATION, AND TECHNOLOGY,
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT,
Wenatchee, WA.

The subcommittee met, pursuant to notice, at 11:17 am., in the
Wenatchee Convention Center, 201 West Wenatchee Avenue,
Wenatchee, WA, Hon. Stephen Horn (chairman of the sub-
committee) presiding.

Present: Representatives Horn and Hastings.

Staff present: J. Russell George, staff director and chief counsel;
Mark Brasher, senior policy director; and Matthew Ebert, clerk.

Mr. HOrN. The Subcommittee on Government Management, In-
formation, and Technology has been adjourned since its Tuesday
hearing, and it now is delighted to reconvene in Wenatchee, WA.
I must say it has been a beautiful drive coming here from Seattle,
and it was just a lovely day and going through a lot of different
forests. The one thing I had not counted on was the Washington
State Highway Department and the repair of an area that rocks
are falling in the pass between here and the outside world, and
after 56 cars and trucks piled up on each side, why in 25 minutes
we made it, and I am sorry I am 15 minutes late.

But let me talk a little bit about what some of our aims are.

The Forest Service, as we know, was established in 1905 by
President Theodore Roosevelt. The President, in accordance with
the Progressive Movement, sought to run the agency on scientific
principles such as relying on experts in the field of wildlife man-
agement and timber harvesting. The Forest Service today has a
wide range of responsibilities and is responsible for many valuable

oods and services, including recreation, timber, watershed, wild-
ife, and fish.

Sometimes these responsibilities conflict with each other in ways
that are frustrating for citizens. A citizen who wishes to swim in
a river in a national forest may find the river tainted by minerals
if extensive logging has occurred. A citizen who wishes to make a
house from timber harvested in a national forest may pay more if
the timber is unavailable. Many rural communities are heavily de-
pendent upon timber revenues and have been devastated in the
past 10 years as yields have declined.

Nobody doubts that the Forest Service faces daunting challenges.
The Service is asked to reconcile competing interest groups in doz-
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ens of remote locations every day. Part of the key to this problem
is accurate, timely financial information. And that is one of the
major thrusts of our subcommittee. We are the ones that sponsored
the first balance sheets in 200 years of the executive branch. Most
of them came in by March, some of them still have not come in,
the Forest Service included. Citizens and Government officials can
make informed policy judgments only if we have correct data and
information. For the fiscal year ending September 31, 1997, the
Forest Service was required to produce an audited financial state-
ment. March 1, 1998 deadline for that report has come and gone
and we are still awaiting the report. Nearly every other agency has
managed to accomplish this financial audit.

Part of the problem is outdated financial systems. This has led
to a lack of accountability. Many operations are run as local
fiefdoms, since it is impossible to get accurate information in Wash-
ington, DC about Forest Service activities.

Take the Recreation Fee Demonstration Program. For several
decades, the Federal Government has been relying on fees to an
ever-greater extent. Lands agencies, especially the National Park
Service and the Forest Service, have extensive needs that cannot
continue to be met adequately through annual appropriations.
Each year, national treasures are neglected. Therefore, we must ex-
amine the merits and demerits of using fees. Questions of access
to the forest must be balanced against funding shortfalls.

Our witnesses represent diverse groups from the Forest Service,
the General Accounting Office, and various private groups. We look
forward to their testimony. We also at the end will have an oppor-
tunity for anyone in the audience to comment for at least a minute,
depending on how many are in line, because we will spend about
one-half hour to 1 hour on that.

I want to acknowledge the leadership first of some of your own
representatives as well as a neighboring one in the State of Idaho,
on the work they have done on Forest Service issues. Helen
Chenoweth, who heads the Forestries Committee of the Resources
full committee, has spent a lot of time on this issue. I believe she
was going to try to send her assistant today, I do not know if—well,
good, you are certainly welcome to come up and sit with us here,
very good. But Doc Hastings I want to say a lot about, because he
is a superb Member of Congress. He is one of those workhorses, not
show horses, and frankly those are the people that make a dif-
ference in Congress. So I think you can be very proud of your rep-
resentation. Both have been outstanding Members and we look for-
ward to working with them to improve the Forest Service so that
every citizen can have greater confidence in the custodianship of
Federal assets.

I am now delighted to welcome the Congressman from this area,
Doc Hastings, for an opening statement.

[The prepared statement of Hon. Stephen Horn follows:]
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“Qversight Hearing on Management Practices of the U.S. Forest Service.”
July 9, 1998

OPENING STATEMENT
REPRESENTATIVE STEPHEN HORN (R-CA)

Chairman, Subcommittee on Govemment Management,
Information, and Technology

A quorum being present, this hearing of the Subcommittee on Government Management,
Information and Technology will come to order. Today, we will examine the management
practices of the U.S. Forest Service.

The Forest Service was established in 1905 by President Theodore Roosevelt. The
President, in accordance with the Progressive Movement, sought to run the agency on scientific
principles, such as relying on experts in the field of wildlife management and timber harvesting.
The Forest Service today has a wide range of bilities and is responsibie for many
valuable goods and services, including recreation, timber, watershed, wildlife and fish.

Sometimes these responsibilities conflict with each other, in ways that are frustrating for
citizens. A citizen who wishes to swim in a river in a National Forest may find the river tainted
by minerals if extensive logging has occurred. A citizen who wishes to make a house from
timber harvested in a National Forest may pay more if the timber is unavailable. Many rural
communities are heavily dependent upon timber revenues, and have been devastated in the past
ten years as yields have declined.

Nobody doubts that the Forest Service faces daunting challenges. The Service is asked to
reconcile competing interest groups in dozens of remote locations every day. Part of the key to
this problem is accurate, timely financial information. Citizens and government officials can
make informed policy judgments only if we have correct information. For the fiscal year ending
September 31, 1997, the Forest Service was required to produce an audited financial statement.
The March 1, 1998 deadline for this report has come and gone. We are still awaiting the report.
Nearly every other agency has managed to accomplish this financial audit. The Forest Service is
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a laggard.
Part of the problem is outdated fi ial systems. This has led to a lack of accountability.
Many operations are run as local fiefd since it is impossible to get accurate information in

Washington about Forest Service activities.

Take the recreation fee demonstration project. For several decades, the Federal
Government has been relying on fees to an ever-greater extent. Lands agencies, especially the
National Park Service and Forest Service, have extensive needs that cannot continue to be met
adequately through annual appropriations. Each year, national treasures are neglected.
Therefore, we must exainine the merits and demerits of using fees. Questions of access to the
forest must be balanced against funding shortfalls.

Our witnesses represent diverse groups from the Forest Service, the General Accounting
Office, and private groups. We look forward to their testimony. Before we begin, { want to

acknowledge the leadership of Rep ives Doc Hastings and Helen Ch h on forest
issues. Both are outstanding members, and we look forward to working with them to improve
the Forest Service so that every citizen can have greater confidence in the dianship of

Federal assets. With that, I would like to yield to my distinguished colleague from the State of
Washington.

ro
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Mr. HASTINGS. Well, Mr. Chairman, I want to welcome you to
central Washington, and I somewhat apologize, although I cannot
do anything about it, because it took you so long to get here. But
in the Northwest where we have a lot of different weather during
the year, this is the time of the year that we have to repair our
roads. So you unfortunately got caught in that situation.

I too want to acknowledge the work that the Committee on Re-
sources, in our somewhat convoluted way that we pass around ju-
risdiction, we have several committees sometimes that have juris-
diction over the same issues, and obviously the Committee on Re-
sources with Chairman Young and the subcommittee chairman,
Helen Chenoweth, they do a lot of work on this issue, and I am
glad that you acknowledged that and I too would like to do that.

I do want to thank you for holding this hearing today in
Wenatchee. There frankly is no better place than the Pacific North-
west to see and hear first hand how the decisions made by the U.S.
Forest Service impact small rural communities. I am here today be-
cause I believe we need to bring common sense and sound science
back into the management of our national forests. I believe that we
must ensure that local residents living in and around our forests
have a say in the future forest management decisions.

As you probably know, both Oregon and Washington are divided
by the Cascade Mountain Range. You can—I will not say actually,
but theoretically stand on the Cascade crest of those mountains,
and on one hand have over 90 inches of rain annually, a year, and
on the other hand have less than 10 inches of rain. Obviously for-
est fires are a major concern on this side, the 10 percent side, of
our range. Our forests grow slower, have less underbrush, and fires
spread much more quickly than on the west side of the State.

For these reasons, all land managers, Federal, State, or private,
must use a combination of forest management practices to help
prevent situations that harm forest health and may lead to forest
fires that devastate small communities. Clearly there is an appro-
priate role for timber harvests in the Pacific Northwest as a sound
forest management tool that also sustains local economies.

Unfortunately, a dramatic decline in the harvest of timber from
our national forests has accompanied the debates over acceptable
forest management. In the west, we have suffered an 80 percent
decrease in timber harvest levels just since 1989. This had led to
the closure of over 300 mills and the loss of tens of thousands of
high paying jobs, crippling many small timber-dependent commu-
nities. While we can point to any number of reasons, 1 believe the
problem is principally the result of two factors: an increase to legal
challenges to timber sales and Federal administrative policy
changes.

Mr. Chairman, as you are aware, the number of legal challenges
to timber sales throughout this country has risen dramatically in
the last decade. Most of these suits are based on the confusing and
often contradictory laws that govern Federal timber policy. From
the National Environmental Policy Act, or NEPA, the Endangered
Species Act, the Federal Land Policy Management Act and the For-
est Management Act, various organizations have used Federal laws
to challenge legitimate, necessary timber sales.
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I have before me a list of 90 legal challenges in response to tim-
ber sales in the Okanogan National Forest during the past 8 years
alone. A large majority of these lawsuits have been brought by only
a handful of groups. These groups know that our Federal land
managers have very little chance of completing a timber sale with-
out at least one successful legal challenge. In the end, either the
timber sale is killed or timber sales become too costly. The so-called
environmental groups cannot lose by challenging every sale, but
the taxpayer, in my opinion, certainly can.

With your permission, Mr. Chairman, I would like to submit this
for the record.

Mr. HORN. Without objection, it will be inserted in the record at
this point.

[The information referred to follows:]
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Mr. HASTINGS. It is absolutely critical that we clarify the laws
governing Federal timber sales and decrease potential legal chal-
lenges, if we expect to improve the efficiency of our Forest Service
and increase the health of our national forests. In addition, we
need to ensure that we focus on science, not politics or emotion,
when dealing with our national forests. Our forest supervisors are
constantly pushed by politics rather than by what is best for our
forests. Whether it be adequate management of noxious, invasive
weeds, ensuring recreational access or administering the new rec-
reational demonstration fee, building and maintaining much need-
ed forest roads, or the process of actually offering timber for sale,
local forest supervisors have been under pressure from all sides.
We must attempt to stop micromanaging the daily activities of our
national forests from Washington, DC. It frankly has not worked
and I do not believe it will work in the future. Instead, I believe
we must let sound science dictate our policies.

To date, Federal micromanagement has not only led to declining
timber sales, as I mentioned earlier. The most recent impact being
the unfortunate bankruptcy of Okanogan County’s largest em-
ployer—Okanogan County is a county directly north of here—
Omak Wood Products. It has led to a recreational demonstration
program that in this area has been somewhat poorly implemented.
It has also led to the uncontrolled spread of noxious weeds onto pri-
vate lands, which I know you will hear from later on today.

We can all debate whether or not the Forest Service is losing
money on timber sales. It mainly depends upon what you classify
as a cost to the program, but one thing is clear, our national forests
can and must be managed more efficiently and more effectively.

I have several recommendations that would move us toward that
goal. I think that Congress must pass legislation designed to pro-
tect the health of our forests. We must strike a responsible balance
between commercial thinning and harvesting and prescribed fires
to reduce the fuel load in our national forests. Second, we must
stop using our scarce fiscal resources on projects that sometimes
produce little public benefit, such as the emphasis of hand pulling
noxious weeds rather than other areas to stop their spread. Third,
we must reformn the Recreational Demonstration Fee Program to
ensure that local users are not unfairly overcharged and that the
collected revenue is used locally for the benefit of those who pay
for the fees. Finally, this is a much longer term goal, we need to
work on reforming NEPA, the Endangered Species Act and other
applicable Federal statutes to clarify congressional intent for the
sake of our land managers, grazers, recreational users, and local
residents.

I am sure you will hear several contrasting views today. That is
the purpose of these open hearings and once again, I am glad that
we are here in Wenatchee.

I think all of that testimony needs to be weighed carefully. How-
ever, I cannot stress to you enough the need to make common
sense decisions based on sound science with the participation of
local residents and officials. We need to replace shouting and
screaming of national politics with the calm measured voices of
sound science and local community involvement.
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So once again, Mr. Chairman, I would like to offer my personal
thanks to you and your staff for holding this hearing today in cen-
tral Washington and to hear from the people that traveled for
many miles that are most impacted by decisions made by the For-
est Service. I look forward to hearing from all the witnesses today,
and I hope the subcommittee will leave today with a better under-
standing of what works and what does not work for our forests and
our rural communities.

And with that, Mr. Chairman, I look forward to the testimony of
our witnesses.

[The prepared statement of Hon. Doc Hastings follows:]
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Mr. Chairman:

Thank you for holding this hearing today in Wepatchee. There is no better place than
the Pacific Northwest to see and hear firsthand how the decisions made by the U.S. Forest
Service impact small, rural communities. I am here today because I believe that we need to
bring common sense and sound science back into the management of our national forests.
And I believe that we must ensure that local residents, living in and around our forests, have
a say in future forest management decisions.

Geography of Washington

Mr. Chairman, as you probably know, both Oregon and Washington are divided by
the Cascade Mountain Range. These mountains separate the state into very wet, and very
dry regions, with my district being predominately dry. You can actuaily stand on the
Cascade crest and on the one hand have over 90 inches of rain, and on the other hand have
less than 10 inches of rain per year.

Such stark differences in rainfall require very differen: forest management practices.
QObviously, forest fires are a major concern on this side of the range. Our forests grow
slower, have less underbrush, and fires spread much more quickly than on the west side of
the state. For these reasons, all land managers — federal, state or private — must use a
combination of forest management practices to help prevent situations that harm forest heaith
and may lead to forest fires that devastate smail communities.

History of timber in the PNW

Clearly there is an appropriaie role for timber harvest in the Pacific Northwest as a
sound forest management tool that also sustains many local economies.



209

As you know, Mr. Chairman, the management practices of the U.S. Forest Service
have becn the focus of debate going back several decades, especially here in the Northwest.
What kind of harvest levels are sustainable? How would specific timber harvests impact the
Northern Spotted Owl or the Marbled Murrelet? Or even more recently, how do specific
timber harvest practices impact salmon spawning habitat?

Unfortunately, a dramatic decline in the harvest of timber from our national forests
has accompanied these debates. We in the West have suffered an 80 percent decrease in
timber harvest levels just since 1989. This has led to the closure of over 300 mills and the
loss of tens of thousands of high-paying jobs -- crippling many small, timber-dependent
communities. And while you can point to any oumber of reasons, I believe the problem is
principally the result of two factors: an increase in legal challenges to timber sales; and
federal administrative policy changes.

Timber Sales Litigation

Mr. Chairman, as you are aware, the number of legal challenges to timber sales
throughout the country has risen dramatically in the last decade. Most of these suits are
based on the confusing and often contradictory iaws that govern federal timber policy. From
the National Environmental Policy Act (NEPA) and the Endangered Species Act (ESA) to the
Federal Land Policy Management Act (FLPMA) and the National Forest Management Act
(NFMA), various organizations have used federal laws to challenge legitimate, necessary
timber sales.

1 have before me a list of 9Q legal challenges in response to timber sales in the
Okanogan. National Forest during the past eight years alone. The numbers are similar for the
Colville National Forest. A large majority of these lawsuits have been brought by only a
handful of groups. These groups know that our federal land managers have very little
chance of completing a timber sale without at least one successful legal challenge. In the
end, either the timber sale is killed, or timber sales become too costly. And as you well
know, the cost of federal timber sales are under increasing scrutiny. The so-called
environmental groups can’t lose by challenging every sale — but the taxpayer centainly can.
With your permission, Mr. Chairman, I would like to submit this iist for the record.

It is absolutely critical that we clarify the laws governing federal timber sales, and
decrease the potential legal challenges, if we expect to improve the efficiency of the Forest
Service and increase the health of our national forests.

The Need for Sound Science

In addition, Mr. Chairman, we need to ensure that we focus on science -~ not politics
or emotion ~- when dealing with our national forests. QOur Forest Supervisors are constantly
pushed by politics rather than by what’s best for our forests. Whether it be adequate
management of noxious and invasive weeds, ensuring maximum recreational access,
administering the new Recreational Fee Demonstration program, building and maintaining
much-needed forest roads, or the process of actally offering timber for sale, local forest
supervisors have been under pressure from all sides. We must stop attempting to
micromanage the daily activities of our national forests from Washington, DC. It hasp't
worked, and it won't work. Instead, we must let sound science dictate our policies.
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To date, federal micromanagement has not only led to declining timber sales, with the
most recent impact being the bankruptcy of Okanogan County’s largest employer -~ Omak
Wood Products, it has led to a Recreational Fee Demonstration Program that has been poorly
implemented. It has also led to the uncontrolled spread of noxious weeds onto private lands,
which you will no doubt hear more about later today. And worst of all, it has led to an

_ increasing cost to the taxpayer, when ideally the Forest Service could actally make a profit
" if we managed our lands properly.

I might add that much has been made of increasing the role of tourism in future forest
management practices. While I agree completely that tourism should be encouraged, the
small, timber dependent communities that I represent cannot be sustained on tourism alone.
Towns like Republic and Tonasket are never going to attract the number of tourists needed to
sustain their economies. Anyone who doubts that should visit the communities of Mill City
or Swisshome just south of here in Oregon.

Mr. Chairman, we can all debate whether or not the Forest Service is losing money
on timber sales. It mainly depends upon what you classify as a cost to the program. But
one thing is clear -- our national forests can and must be managed more efficiently and more
effectively.

Recommendations

I have several recommendations that would move us toward that goal. First,
Congress must pass legisiation designed 1o protect the health of our forests. We must strike
a responsible balance between commercial thinning and harvesting, and prescribed fires to
reduce the fuel loads of our national forests. Second, we must stop using our scarce fiscal
resources on projects that produce little public benefit, such as handpuiling noxious weeds
throughout the forests. Third, we must reform the Recreational Fee Demonstration Program
to ensure that local users are not unfairly overcharged, and that the collected revenue is used
locally, for the benefit of those who paid the fees. And finally, and this is a much longer
term goal, we need to work on reforming NEPA, ESA, and other applicable federal statutes
to clarify Congressional intent for the sake of our land managers, grazers, recreational users,
and local residents.

1 am sure you will hear several contrasting views today, and all need to be weighed
carefully. However, I cannot stress to you enough the need to make common sense
decisions, based on sound science, with the participation of local residents and officials. We
need to replace shouting and screaming of national politics with the calm and measured
voices of sound science and focal community involvement.

Mr. Chairman, once again I'd like to offer my personal thanks to you and your staff
for holding this hearing today to hear from the people most impacted by decisions made by
the Forest Service. I look forward to hearing from all the witnesses today, and I hope the
Subcommittee will leave today with a better understanding of what works and what doesa’t
for our forests and our rural communities.
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Mr. HorN. Well, I thank you very much for that statement.

We are going to change the agenda a little, so that the people
that were in panel three—or four, will start first. We are going to
have to be flexible, given people’s travel schedule, and I want to
definitely start with the variety of opinions we will hear from panel
four, which now becomes panel one, after Representative Hastings.

So if Mr. Richard Tingelstad, executive director, Free the For-
ests; Mr. Ron Mitchell, executive director, Idaho Sporting Congress;
Mr. Scott Silver, executive director, Wild Wilderness; Ms. Mary
Burke, president, Washington Cattlemen’s Association; Ms. Sheila
Kennedy, manager, Okanogan Noxious Weed Control Board; Mr.
Maurice Williams, past president, Washington Farm Forestry Asso-
ciation; and Mr. Frank Gladies, president, Independent Forest
Products Association. We have a sign for each of you and if you will
just take seats in the order in which I read them off, we will simply
go down. They are not in alphabetical order, but just who I guess
was asked first as a witness—there is some logic somewhere, I
think.

Now since this is an investigating committee, our tradition is
two-fold. I will be swearing you in before you give testimony and
we swear in everybody but Members, and I was even swearing
them in for about a year, but the chairman of the full committee
thought that was a little much, so we do not swear in Members any
more, we just trust them, and they are trustworthy. Once they tell
us something different, nobody ever listens to them. Doc knows
that and I know that. So we tell the truth to our colleagues.

Now the other thing we do is we automatically put your written
statement in the record the minute I introduce you when we go in
sequence. We are going to give you 5 minutes apiece to summarize
that statement. We would like to have more time for dialog and
questioning, and you can be sure you will all end up getting 10
minutes apiece in terms of the questions.

We have one thing that might intervene and we might have to
wait with the three last witnesses in the panel, and that is the in-
spector general of the Department of Agriculture, Roger Viadero,
has to leave at 1, so we might put him on at 12:3C, 20 of 1, and
we will get back to the panel.

So if you would stand and raise your right hands.

[Witnesses sworn.]

Mr. HORN. The clerk will note that seven witnesses have af-
firmed the oath. So we will start with Mr. Richard Tingelstad, ex-
ecutive director, Free the Forests.
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STATEMENTS OF RICHARD TINGELSTAD, EXECUTIVE DIREC-
TOR, FREE THE FORESTS; RON MITCHELL, EXECUTIVE DI-
RECTOR, IDAHO SPORTING CONGRESS; SCOTT SILVER, EX-
ECUTIVE DIRECTOR, WILD WILDERNESS; MARY BURKE,
PRESIDENT, WASHINGTON CATTLEMEN’S ASSOCIATION;
SHEILA KENNEDY, MANAGER, OKANOGAN NOXIOUS WEED
CONTROL BOARD; MAURICE WILLIAMS, PAST PRESIDENT,
WASHINGTON FARM FORESTRY ASSOCIATION; AND FRANK
GLADIES, PRESIDENT, INDEPENDENT FOREST PRODUCTS
ASSOCIATION

Mr. TINGELSTAD. I thank you for this opportunity to testify Re-
garding the Recreation Fee Demonstration Program.

For years, we have extracted the bounty of the land by logging,
grazing, and mining for economic reasons. Now that these re-
sources have been depleted, Congress commits the same error in
proposing a program such as fee demonstration, that industrial
strength recreation will take the place of these uses, for monetary
reasons, once again, in spite of opinions and biological studies indi-
cating that recreation damages biodiversity more than any of these
other activities.

Congress should not attempt to compensate for its managerial
weakness in depleting our resources by pointing the finger of blame
at Forest Service waste or by wringing every possible dollar from
citizens who retire to the forest for solace.

The user fee demonstration project is one of a series of proposals
to privatize and commercialize recreation on public lands. We are
offended by the knowledge that the American Recreation Coalition,
with member corporations Disney, Exxon, Chevron, and Suzuki, to
name only a few, formed to promote the user fee concept without
public knowledge, and succeeded and gained the opportunity to
help evaluate the same program from which their members stand
to profit in such style.

The health of the environment is especially threatened by the
Forest Service’s proposed commercial campground plans called pri-
vate-public ventures. These plans encourage giant campgrounds
with laundries, sewage dumps, recreation halls, minimum charges
of $20 per site per night, run by private business interests within
the national forest, potentially affecting remote areas which are
among our last strongholds of biodiversity.

For many thousands of rural residents, the national forests, un-
like national parks, are their backyards. Many drive through the
forests to work each day, families frequently picnic and camp down
the road a few miles from home, many earn their livings in the for-
ests. The idea of paying to walk or sleep on the good Earth in their
own backyard is, to these people, inconceivable. Congress has lost
sight of the fact that the American people are not the customers
on, but the owners of our public lands.

One memorandum of understanding between the Western States
Tourism Policy Council and nine Federal agencies states that they
will work together to achieve the common goal of advancing the do-
mestic and international public’s awareness of the travel and tour-
ism opportunities on the public lands, with an emphasis upon rural
areas. Combined with the user fee concept, such documents cause
rural citizens to wonder if this is not the beginning of the end of
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their customs, culture, and way of life. Will we eventually be un-
able to afford to visit our own backyards as we watch international
tourists come and go?

The Government betrays the people’s spiritual happiness and na-
tional heritage by attempting to reduce even nature to a com-
modity. At the writing of our Declaration of Independence, the ex-
gerience of nature would have been considered not a commodity,

ut a right to liberty and the pursuit of happiness, the right to
walk and exist freely upon our public lands.

Therefore, I suggest that the user fee project, if continued, be the
subject of environmental impact statement concerning the cumu-
lative effects from corporate development, ski hills, destination re-
sorts, theme parks, and concession campgrounds within our Na-
tion’s few remaining unspoiled areas. User fees have become a pop-
ular concept, but where will they lead? Will crime victims pay for
investigations? Will firemen be paid by fire victims? Should only
those with children support the public schools? Perhaps Members
of Congress should pay user fees for office space, to increase the
quality of their experience in Washington.

Free the Forest’s petition to Congress currently with over 8,500
signatures, which I would like to present today, requests that Con-
%'ress adequately fund maintenance of public lands without user
ees. The parks and forests of our public lands are our Nation’s
crown jewels and should be treated as such. In their maintenance
and preservation, the citizens of this country should be the bene-
ficiaries, not excluded for the sake of corporate profit or inter-
national tourism. We expect that corporate interests might be dis-
appointed, but considering public response as we have heard it, we
respectfully suggest that the good of the public and the lands of our
heritage are more important.

Mr. HorN. Thank you very much for that fine summary of your
statement.

Mr. Ron Mitchell is executive director of the Idaho Sporting Con-
gress. Mr. Mitchell, welcome.

[NOTE.—For review of the first 592 pages of the Petition Against
User Fees On Public Lands, please see subcommittee files.]

[The prepared statement of Mr. Tingelstad and the information
referred to follow:]
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Testimony before the Subcommittee on Government Management, Informatios,
and Teehnolzfy of the House Committee on Government Reform and Oversight
Thursday, July 9, 1998, Wenatchee Convention Center, Wenatchee, Washington

by Richard ;‘I‘in,gelstad of Free the Forusts, Twisp, Washington

Mr. Chairman 'aud members of the subcommiitee, the members and supporters of Free the Forests
thank you for this opportunity for testifimony regarding the Recreation Fee Demonstration
Progmam.

We hold these truths to be self-evideat, that alf men are created cqual, that they are endowed
bytheir Creator with certain unalicnable rights, that among these are life, libenty, and the pursuit of
happiness. That to securc these rights, governments are instituted among men, deriving their just
powers from the consent of the governcd. That whenever any form of government becomes
destructive to these ends, it is the right of the people to alter or ta abolish it, and to institute new
govemnment, laying its foundation on auch principles and organizing its powers in such form, as to
them shall scem most likely to effect their safety and happiness.

We are here to alert Congress that, by our own judgment, by the judgment of over 8,600 signers
of & pelition to Congress mostly from rural areas, and by the judgment of many other citjzens who
have contacted us, the Fee Demonstration Program is destructive to the libesty and the pursui of
happincss of thosc of us who live among the National Forests and other public lands. It threatens
to rob future génerations of the privileges we have experienced in freely existing in our mountaios,
deseris, forests, grasslands, and shorelines. We taie this opportunity to state that alteration is
imperative should the government wish to maintain the contidence of the citizens affected by this
program and to re-convince them that thc government cares to promote their safety and happiness.

The govemnrlent is carrently and historically shortsighted in basing land use
: decisions purely upon economics.

Itis the United States governmeat’s responsibility to operate in a manner which cffects the safety
of the peoplc. Historically, the Congressional mandates to the Forest Scrvice requiring them (o
maintain a required level of log production each fiscal ycar has led to the mining of our forest
ccosystems. National Forests unable to produce this cut, particularly during the Reagan years,
resorted to “highgrading,” a practice which selects the healthiest and most vital trees for harvest.
This practice has left the forests in a genctic and biological shambles, necessitating decision
documents such as the current controversial Interregional Columbia Basin Ecosystem Management
Plan, which debates the lesser of two evils - whether to simply lcave the forests alone to heal
themseives, or to d d upon man’s cxpensive restorative efforts to save them. Without healthy
forests, the purity of air and water, biodiversity, and ecosystem balance upon which the food chain
and heaith and of the pcople depends cannot be maintained.

Our government has failcd to look beyond economics to protect the welfare of the people. For
yoars we have extracted the bounty of the land by logging, grazing, and mining for economic
rcasons. Now that these resources have been depleted, we commit the same orror in deciding
through programs such as Fee Demo that Industrial Strength Recreation will take the place of these
uses - for money rcasons once again - in spite of opinions and biclogical studies which indicate
that recreation' is more damaging to biodiversity than any of these activities. See Bio-science
(volume 46, pages 446-7) by Elizabeth Losos of the Smithsonian Tropical Research Institutc, ct.
al.
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Our Congress should not “psss the buck” on responsibility for the public’s
) : heailth and happiness .

Congress should not shirk its responasitility for the public’s health and environment by pointing

the finger of blame at Forest Service wastc or by wringing every ible dollar f-om eitiléi\s

who retire to the wilderness for solace, in an attempt to make up for lack of federal

foresightedness.

Neither should Congress abdicate this responsibility by passing it on to Corporate America. Safety
of the people’s healthy environment is especially chailenged in the goverament’s plans for
Private/Public Ventures (a spin-off of the Fee Demo concept of commercialization of the Forgsts),
in which gia.ntfcampgmnnds with amenitics such as laundries, sewage dumps, and recreation;halls,
run by hrt;c recreation-oriented ions, Id be enconraged decp within the National
Forest, affecting remote areas which are the last strongholds of biodiversity and endangeéred
?ecies important to the human environment on our continent. (See the USFS Private/Public
enturcs Desk Guide, July, 1996, File Code 2300/7100.) In fact, we are highly offended by fhe
knowledge that the American Recreation Coalition formed in part to promote the user fee, con:
and succeeded, and even more offended that this group of for-profit corporations (Exxon, Whalt
Disney. American Hot Rod Associstion, etc.) couid gain the opportunity to “evaluate” such a
program from which their corporate members stand to profit in such style. :

The govemment betrays its people’s spiritual happiness by reducing even naturs o a commodity
through the Feé Demo program . . . .a commodity for which the ?eople must now work harder and
cven longer hours, a commodity which, at the writing of our Dy tion of Ind dcnce, would
have been considered not a commodily, but a right to liberty and the pursuit of hwinéu ..l the
right to walk and exist freely upon our pubic lands.

Understanding the difference between national l;-rk- and national forests is
essential to understanding Fee Demo.

The two major agencies implementing Fee Demo are the Forest Service (Dept. of Agricultarg
and the National Park Service (Department of Interior.) We strongly object to the recent escalation
of fees in National Parks to the pomnt where visiling the National Parks is becoming an exclusive
activity affordable only to the upper middle class, the wealthy, and international tourists.

We object even more strongly, however, to fees in the National Forests outside of developed
campgrounds. Unlike National Parks, National Forests are not centered around distant and
spectacular points of tourist attraction which arc destinations for a vacation. The National Fortsts
have jong been a refuge for freedom-lovers: those who decline to battle the crowds, p'ermiding
procedurcs, and rigidly scheduled adventures required by the National Parks. Hupdreds of niral
communilies border or are surrounded by our National Forests. For thousands of rural fesidents,
the National Forests are in their back yards. They drive through the Forests to work each day
Many eam their livings in the Forests. Families regulasly picnic and children camp down the road
afew miles fmrl home. Many have ridden their horses and walked on the trails for generations.
For these peot_e. “Nature is not a place to visit, it is home. . . * ( poet Gary Snyder) The idea of
paying to walk or sleep on the good earth in their own backyard, is, to thesc people, inconceivable.

Angd for the cross-country teaveler, this program has killed all sense of spontaneity and the
freedom to move freely about in this way. One must ressarch ahead of time which Parks or
Forests have inpicmented a fee pro , find out what types of activitics require permits in each
separate area, figuro out how where to acquire a permit ahead of time for each area, or risk the
chance of using tho Park or Forest illegally by accident or through necessity, should one decide to
make a spontancous trip. Rather than [.and of the Free, the USA has become Land of the Fee.
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Data from the Fee Demo project does not appear to be reliable. The data does not
distinguish between willingness to pay and payment doe to initimidation.

Members of Congress should be aware that the data presented by the Forest Service from this
“cxperiment” Would not stand up to any scicntific standard. Since we are most familiar with the
Okanogan program, wc will use it as an examplc of why the dala which has been and will be
presented should not be taken at face value.

The program has been described as an expeniment to determinc what the public is willing to pay for
recreation. The data that is being taken, however, describes how many BO pay rather than mw
many ARE WILLING to pay.

I. Many do not pay, havc received multiple warnings, and do not appear on the rccord as opposing
the program because they do not receive a citation.

2.Those who do buy a permit, even if they do it unwillingly and only to avoid breaking the law,
are counted as data in favor of the program.

3.- The waming tickets which are issued are unnccessarily intimidating, stating that the violatgr
will be in violation of the Code of Federal Regulations if 2 permit is not purchascd rctroactively.
Consequences or altcrnatives are not revealed. If the offender is sufficicntly intimidated and pays,
he or she is counted as data in favor of the program, even if paying unwillingly.

4. The intimidation employed to “encourage” people to pay is ;rparently without basis, so it {s not
afair measure.’ Although the Okanogan National Forest has publicly stated that they expected
better compliance during thc summer of 1998 because of increascd enforcement, the forest
estimates that compliance at trailheads is still only about 50%, and there appears to be no
cnforcement. :

S. The way thé Mcthow/Okanogan program has worked, it has almost resulted in “bribery” of
those who frequent developed campgrounds to favor the Ereognm. When the fee for overnight
parking in the Methow District was instituted under Fee Demo, the existing higher nightly g:ns for
developed campgrounds were dropped. Now a camper who stays in a developed campground in
the Methow District pays the same as someone stopping to slecp in his car alongside a lgorest
Scrvice road or camping in a spot with no fire ring, water, or toilets. Of course the users of the
developed campgrounds are thrilled to be paying lcss than thecy were before the program, so they
willingly buy a 'permit and arc counted as data in favor of the progmam. And it is not difficult to
figure out that the lower income and less vocal forest patrons arc fecling the pinch.

The Oknnoglin National Forest Fee Demo program is an example of 8 program
which docs not appear to be financially successful.

According o documents received from the Okanogan National Forest in March of 1998, the total
income received from the Okanogan Pass was $75,722; This did not take into account adjustments
for vendor refunds or for the $40,500 which was at that time to be returned to the Treasury; and
Okanogan’s share from the Regional Pass was unknown at that time. For start-up costs, $91,000
was requested and $75,000 was allocated. A valid question might be how the program will sutvive
when start-up funds are no longer being allocated.

An understanding of the difference between rural and urban areas is
essential to understanding problems of this program.

The data being given does not account for the effects of the differences between urban and rural
arcas. For example, the Mt. Baker -Snoqualmie National Forest gains substantial income from
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thiose who buy their permits in Seattle, even though these outdeorsmen may recreate in different
parts of the Region. Becausa of their higher icome from the fees, the Mt. Baker-Snoquialmi¢ has
done morc thah the usual number of trail improvements recently. Residents of Seattie have seen
some of these trail projects in the Mt. Baker, close to home, and arc im(gresud and sometime:
disposed to cot:nman! }avonbly upon the program when they visit the Okanogan. They do nof

ize that Fee Demo is not having this effect upon other National Forests, but their opinians
count for alot since thcy greatly outnumber rural Forcst users.

Rural residents have frequently chosen to forego more lucrative employment to live near the
Forcsts, where ‘outdoor recreation has been affordable on a low budget. But now rural residents
are supposcd to pay, and pay equally, with those who visit on their 2-weck vacations from
lucrative jobs in the city. Rural Americais a minority that must be considered regarding this
program. Like'any tinority, they are at & disadvantage in being heard.

Finally, various Memoranda of Understanding between government agencies and the private sector
scem to indicaté movement in dircctions of which the le have had no knowledge and in which
they have had nio voice. One such MOU betwcen the Western States Tourism Policy Council and
nine govemment agencies states as its purposc: “The agencies and the WSTPC desire to work
together to achieve the common goals of advancing the domestic and INTERNATIONAL public’s
awareness of the travel and tourism oportunities oo the public lands. . ... WITH AN EMIEHASIS
UPON RURA!} AREAS. Combined with the User Fee concept, an MOU such as this causes nural
citizens to wonder whether at some point we will suffer the same fate as indigenous people in third
world countries, unable to afford “recreational opportunities” in our own backynrd as we watch
intentational tourists come and go.

Has Congress considered the logical conclusions of the User Fce comcept?

User fees have become a 'popular concept, but how far does this concept go, and where does it
lead? Will Users eventually support the public libraries? Will crime victims pay for criminal
investigations? Will firemen be paid by fire victims? Should only those who have children
support the public schools?  Perhaps Congress coul%ry User Fees for office space while in
session, Lo increase the quality of their cxperience in Washington.

Suggestions for Forest Income

We offcr the idea that many people would more willingly pay a voluntary fee, which would avoid
the expense of a mandatory program and the bitterness it has created amongst taxpayers who use
the forests. :

A US Forcst Service employce suggested to us an option on income tax forms whereby tax payers
could choose to have $1 of their tax money go toward maintenance of our public lands.

The Free the Forests petition to Congress requests that Congress re-evaluate its priorities and
adequatcly fund jnaintenance of our public lands. The Parks and Forests of our public lands are the
crown jewels of the United States of America and should be treated as such. And in their
maintenance and preservation, the citizens of this country should be the beneficiaries, not excluded
for the sake of international tourism.

We fcel that if Congress 8o chose, the intellectual resources could be fonad to come up with other
creative ideas which would bc much more acceptable, equitable and efficient than the Fec Demo
program. We would expect that private corporate interesis might be disappointed, but we
respectully suggest that the good of the public and the lands of our heritage arc more important.
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5723

Petition Against User Fees On Public

Lands @

We, the undersigned, object to the proposed collection of additional
user fees (for parking, hiking, camping, riding, elc., Public Law 104-134)
oulslde developed campgrounds on our public lands (U.S. Forest
Service, Bureau of Land Management, U.S. Park Service, U.S. Fish and
Wildlilfe) for the followlng reasons:

. . . . .
As U8, citizens, we have already paid taxes for professional management ol our public lands.

f Onee fees are implemented, history has shown they increase over fime. While proposed fees miy nut

seeny extravaganl lo some now, we have walched fees at olher siles, i.e. Nalional Parks, double in one
yoean

. . - . . .
We believe it is the vight of all Americans (o have fice access lo these ands, not the ripht of only
thase who can allord to pay fees.

* We believe it is unlikely that the planned fee program will benefil these public lands.  Fistory
shows fees relurning lo the general fund ouce a fee program is established. Despite claims that money
will retain 1o the site where it was collecled, Congress historically cuts the agency’s operating budpet
by the same amount as the amount of fee money relurning to the sile,

Y We oppose plans 1o charge users of backcountsy and undeveloped areas to pay for development of
camppranteds and “lronl country” they are nol, and may have no intention of, using,.

We believe that Congress should re-evaluate ils priorities and allocale sulficient funds for the propey
management of these cherished resources, held dear by all Americans,
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=7

Petition Against User Fees On Public

Lands

We, the undersigned, object lo the proposed collecllion of additional
user fees (for parking, hiking, camping, riding, elc., Public Law 104-134)
oulside developed campgrounds on our public lands (U.S. Foresl
Service, Bureau of Land Management, U.S. Park Service, U.S. Fish and
Wiidiite) for the following reasons: )

As US. cilizens, we have already paid taxes for proflessional mn'n:\ucn\unl of our public lands.

* Onee (ees are implemented, history has shown they increase over time. Whiie proposed fees may not

seemt extravagant lo some now, we have watched fees at olher siles, i.e. National Parks, double in one
year,

* We believe it s the right of all Americans lo have [ree access to these lands, not llu. right of only
thase who can alford 1o pay fees.

* We believe it is unlikely that the planned fee program will benefit these public lands. Flislory
shows (ees relurning to the general fund ouce a fee program is established. I)cspnc claims that money
will return 10 the site where it was collected, Congress historically cuts the agency’s operaling budget
by the same amount as the amount of fee moniey returning to the site.

We appose plans lo charge users of backcountry and undeveloped arcas to pay for development of
campgrounds and “front country” Ihey are nol, and may have no intention of, using.

We believe that Congress should re-evaluale ils priorities nnd allocate suflicient funds fur the proper
management of these cherished resources, held dear by all Americans,
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’ 575
Petition Against User Fees Qn Public

Lands . 627

We, the undersigned, object to the proposed coliection of additional
user fees  (for parking, hiking, camping, riding, elc., Public Law 104-134)
oulslde developed campgrounds on our public lands (U.S. Forest
Service, Bureau of Land Management, U.S. Park Service, U.S. Fish and
Wildilfe) for the'followlng reasons:

A UL citizens, we linve aleeady paid taxes lor professionat wanagement of ane pablic Lnds,

S onee tees e implenented, history has shown they increase over e, While propasisd Tees miay ot

seem extivapant lo some pow. we have watchaed fees al other sites, e Natiomal Packs, double in one
Vet

S We Beliece i is the right of alb Americans 1o lave [ree access to ese Lands, not G yipht of only
Mo sl can allord 1o pay fees

We helieve i is wnlikely thin the planned fee program will benelit these public Luuds. Tistory
shows fees retorming o the peneral lud once a fee propramis established. Despite claines that maney
will vetnin 1o the siie where it was collected, Congress historically cuts the agency’s operating, budpet
by the sane amaunt as the amount of fee money returning fo the sile.

We oppoie plans o charge users of backcountry and undeveloped areas fo pay for development ol
cinnpromdsand “fronl connley” they are not, and may have no intention of, sing.

“We betieve that ¢ onpress should re-evaluate its priorities and allocate sufficient funds for the praper
management of these cherished resoure hgld dear by all Americans.
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57°
Petition Against User Fees On Public

Lands @

We, the undersigned, object to the proposed collection of additional
user fees (for parking, hiking, camping, riding, eilc., Public Law 104-134)
oulslde developed campgrounds on our public lands (U.S. Forest
Service, Bureau of Land Managemem, U.S. Park Service, U.S. Fish and
Wildlife) for the following reasons:

As US. citizens, we have already paid laxes for professional management of our public lands.

* Once fees are implemented, history has shown they increase over time. While proposed fees miy not
seem exfravagant lo some nowv, we have walched (ees al oller siles, i.e. National Parks, double in one
_\'l‘i\l'.

. i . . .
We believe ilis the right of all Americans to have free access 1o these lands, not the right of only
those who enn allord to pay fees.

* We belicve it is unlikely that the planned fee prageam will benelit these public lands.  Histary
shows fees returning to the general fund once a fee program is established. Despite claims thal money
will return Lo the site where it was collected, Congress historically cuts the agency’s operaling budyet
by the same antount as the amount of fee money relurning to the sile.

We oppose plans to charge users of backcountry and undeveloped arcas to pay for development of
campproumds and “fronl country” they are uot, and may have no intention of, using,.

. . - - A -
We believe that Cangress should re-evaluale its priorities and allocate sufficient funds for the proper
wanagement of hese cherished resources, held dear by all Americans.
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577
Petition Against User Fees On Public

Lands @

We, the undersigned, object to the proposed collection of additional
user fees (for parking, hiking, camping, riding, elc., Public Law 104-134)
outside developed campgrounds on our public lands (U.S. Foreslt
Service, Bureau of Land Management, U.S. Park Service, U.S. Fish and
Wildllte) for the following reasons:

\ PR . : .
As VLS vitizens, we have already paid taxes for professional management of our public Lunds,

e leos are implemented, hislory has shown they increase vver lime. While proposed fees may not
seem extavapant 1o some now, we have satched fees al olhe: sites, e Nationad Pavkes, double in one
year,

Y WVe bielieve i is the dght of all Americans o have free access to these lands, not the ight ol only
thase who can altord Lo pay fees.

f We believe it is wilikely that the planned fee program will benelit these public lnds. 1listory
'.qu\ s fees yetuening 1o the peneral fund ouce o {ec program is est ablishoed, Despite clain that matey
will retnin to the site where it was collected, Congress historically cuts the apency’s operating budyel
by the same amount as the amount of fee money returning to the site.

YW appose plans to charge users of backcountry and undeveluped areas to pay for development al
vanpprmends amd “Hont country® they ate not, and may have no intemtion of, using,.

“We heliove that Congress should re-evaluale ils privrities and allocate suflicient funes (on the proper
management of "ll"L cherished resources, hield dear by all Americans.
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595
Petition Against User Fees On Public

Lands @

We, the undersigned, obfject to the proposed collection of addilional
user fees (for parking, hiking, camping, riding, etc., Public Law 104-134)
outskle developed campgrounds on  our public lands (U.S. Forest

Service, Bureau of Land Management, U.S. Park Service, U.S. Fish and
Wildllfe) for the followlng reasons:

A U cilizens, we bave already paid taxes (or professional management of our pulbdic lands,

Onee tees e implentented, hislory has shown they increase over time. While proposed fees may not

seeny estaavapant to some now, we have walched fees at other sites, i.e. National Parks

, double in one
Voot

We belicve i s the right of all Americans lo have free access lo these Tands, not te vight of only
e who can allond 1o pay Tees

“We believe it is unlikely that the planned fee program will benefit these public Linds. History
shows fees veturning, o the geaeral fund ance a fee pragram is established. Des |uu claims that imaney
will vetinnn 1o the site where it was collected, Congress historically cuts the apency’s operating budpet
by the sane amoant as the amount of fee money velurning to the site,

We oppose plans to charge users of backcountry and undeveloped aveas 1o pay for development of
camppronnds and “front country™ they are nol, and may have no intention of, using;

We belivve that Congress should re-evaluale ils priorilies sd allocate sufficient funes for the proper
aperment of these cherished vesources, held dear by all Americans,
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Petition AgainSt User Fees Qn Public

Lands @

We, the undersigned, object to the propoased collection of addltional
user fees  (for parking, hiking, camping, riding, efc., Public Law 104-134)
oulslde developed campgrounds on our public lands (U.S. Forest
Service, Bureau of Land Managemen!, U.S. Park Service, U.S5. Fish and
Wildtife) for the following reasons:

Ag VS citizens, we bave aleeady paid faxes for professional maagensent af aur pudlic Lids,

S e fees e oplenented, Ristery his showa they inerease over time, White proposed fees may ot
secn extiavapant o some pow, we have walched fees al ofber siles, Le. National Parks, donble in une
yrar,

We believe itis the vight of ali Americans Lo have free access to these Tonds, nat the aight of only
e who e alfont o pay feens,

Y We believe il is unlikely that the planned fee program will benefit these public lands, lisloery
shotws fees celurning o the penesal fund onee a fee program is estublished, Des)
will ietnen 1o the site where it was cellected, Congress historically cuts the a
by the same winount as the smount of fee maney relurning lo the sile.

te claims that money
ehey’s aperating budpe

Y We nppose plans to charge users of backcountry and undeveloped areas to pay {or development ol
vimspgotnds ad “Oront conntiy” they are not, and may have no inlention of, nsing,.

We helivve thal Conpress should re-evaloate ils privrities and allocate sullicient funds for the prope
liecl vesources, held dear by aly Ameiicans,
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. 100
Petition Against User Fees On Public

Lands

We, the undersigned, object to the proposed collectlon of addilional
user fees (for parking, hiking, camping, riding, etc., Public Law 104-134)
oulslde developed campgrounds on our public lands (U.S. Forest
Service, Bureau of Land Management, U.S. Park Service, U.S. Fish and
Wildlite) for the followlng reasons:

As UL, citizens, we have already paid laxes Tor professional management of our public Linds.

.
e tees

e implemented, history has shown they inerease over e, While proposed fees may nnt
seent extivapgant o some now, we have watched fees it ollier sites, Le. National Packs, double in ane
Vear

Y we bielieve it s the vight ol alt Americans o have [ree access to these Tands, nol Uw aight ol only
e whao i aftord To pay fees,

We believe it is unlikely that the planned f(ee program will benetit these public Tands. 1 listory
shuiwws fees returning 1o the peneral fund once a fee program is established. Despite claims thal money
will retnnn to the site where it was collected, Congress historically cuts the apency’s operating, budpet
by the same amount as the amount of fre money reiwming (o the sile.

S We oppose plans to dirge users of backcountry and undeveloped aveas 1o pay tor development ol
camppronnds and “fronl country” they are not, and say have no intention of, using.

fWe bedieve that Congress shoutd re-evaluate ils priorilies and allocate sul(icient funds lor the propes
management of these L|ILII5IIC(‘ respurce I\Llll dLm by all /\Illulmn';
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PETITION AGAINST USER FEES ON PUBLIC LANDS (OQ\

We. the undersigned, object to the proposed collection of additional user fees (for parking, hiking, camping, riding.
cic.. Public Law 104-134) outside developed campgrounds on our public lands (US Forest Scrvice, Burcau of Land
Management, US Park Service, US Fish & Wildlife) for the following reasons: O

** As US citizens, we have alrcady paid laxcs for professional management of our public lands.

** Once fees are implemented, history has shown they increasc over time. While proposed fees may not scem
cxiravagan! to some now, we have walched fees at other sites, 1.e. National Parks, double in one year.

** We belicve it is the right of all Americans to have free access to these lands, not the right of only those who can
afford (o pay the fees.

** We believe that it is unlikely that the fee program will benefit these public lands. History shows foes refurning
tothe gcncral fund once a fee program is established. Despite claims that the money will retum to the sile where it
was d. Ci ically cuts the agency's operating budget by the same amount as the amount of fec
moncy returning to lhc site.

** We opposc plans 1o charge users of bacl y and undeveloped areas 1o pay for develop of campgr
and “front country™ they are not, and may have no intention of using,

** We believe that Congress should reevaluatc its priorities and allocate sufficient funds for (he proper
management of these cherished resources held dear by all Americans.
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Petition Against User Fees On Public 7~

Lands : (@

We, the undersigned, object to the proposed collection of additional
user fees (for parking, hiking, camping, riding, etc., Public Law 104-134)
outslde developed campgrounds on our public lands (U.S. Forest
Service, Bureau of Land Management, U.S. Park Service, U.S. Fish and
Wlidiite) for the following reasons:

* As US. citizens, we have already paid laxes for professional management of vur public lands.

* Once fees are implemented, hislory has shown they increase over time. While proposed fees may nol
seem extravagant to some now, we have watched fees al other siles, i.e. Nalionat Parks, double in one
year.

* We believe il is the right of all Americans to have free access to lhese lands, not the right of only
those who can afford to pay fees,

* We believe it is unlikely that the planned (ee program will benefit lhese public lands. Fislory
shaws fees returning to the general fund once o fee program is established. Despite claims that money
will return 1o the sile where it was collecled, Cangress historicolly cuts the agency’s operating budge!
Ly the same amount as the amount of fee money relurning to the site.

* We oppose plans lo charge users of backcountry and undevelaped areas lo pay for development of
campgrounds and “fronl country” they are nol, and may have no intention of, using,. I

*We belicve thal Congress should re-ev aluate its privritics and allocate sullicient funds for l1u praper
nnnngmu nl of these cherished resources, held dear by all \nwm ans.
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Mr. MiTCHELL. Thank you. I have a photograph I would like to
enter for the record. I believe you have two of them up there.

Mr. HORN. I hope we can print it, I do not think the Government
Printing Office is up to it right now, but we will try to.

Mr. MITCHELL. We can provide smaller ones, they are less expen-
sive. I will refer to that photo in a moment.

Mr. HorN. Well, we will put it in the record at this point, with-
out objection, and then it is just up to the printers.

Mr. MitcHELL. OK, thanks.

[The information referred to follows:]
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EXHIBIT A

Aerial photo of the West Side of the Payette National Forest, Idaho

Exhibit A Testunony op Rou Mdechell
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Mr. MITCHELL. I am the executive director of the Idaho Sporting
Congress, which is a citizens group that represents outdoor
recreationists and some guides and outfitters, mostly hunters and
anglers, and for 15 years I have worked full time as the executive
director interacting with the Forest Service. I have a pretty good
idea of what the agency can and cannot do. We spend a lot of time
in Washington, DC, working with the Forest Service, testifying be-
fore Congress, and a tremendous amount of time in Idaho and
Montana negotiating and sometimes having to litigate with the
Forest Service on their management.

The National Forest System was established, as you stated ear-
lier, Congressman Horn, for the benefit of the American people.
Teddy Roosevelt was the prime moving force. The idea was to es-
tablish a public commons that would provide a continuous suppl
of water and a continuous supply of wood. Later on, there was adJI
ditional legislation in 1970, the Multiple Use Sustained Yield Act,
which recognized that there were other values that the American
people wanted from their national forests, and so that was codified.

In 1973, there was a court decision called the Monongahela deci-
sion, and this came about because the forests of the Nation were
being clear cut very severely and the court at that time came close
to banning clear cutting, based on an 1800’s law. There was a com-
promise struck and in 1976, Congress passed the National Forest
Management Act, which ostensibly was going to make clear cutting
just a rarity and exception, to be used only when it was the opti-
mum logging technique. Hubert Humphrey, Senator Hubert Hum-
phrey, rejoiced and said, “The day has come now when the forests
are not just timber for lumber, but it is a living, breathing forest
with all of its aspects recognized.”

But it did not work out that way. The national forest plans began
coming out in 1983, at about the time that I became involved in
this work, and after 15 years under NFMA, clear cutting is now the
major, and continues to be the major silvicultural tool of the U.S.
Forest Service, at least in the West, where I am well acquainted
with what is going on.

This photo that I have here is the west side of the Payette For-
est. Now when I was a 15 year old boy—this is part of the Weiser
River drainage—this was a fabulous trout fishing place with bull
trout, rainbow trout, wonderful elk hunting, and there were no
clear cuts. Today, the trout in this area are endangered, they have
been listed under the Endangered Species Act, the bull trout. The
rainbow trout are gone, the elk hunting seasons have been short-
ened from 3 months to about 1 week. The area has been dev-
astated.

This brings us to the fee concept. We, the taxpayers, paid to have
a small tiny portion of the American public-private corporations
come in and devastate this and now we are being asked to pay fees
to go to this kind of habitat. Yes, there are wonderful, beautiful
areas, but there are many thousands, hundreds of thousands of
square miles of land that have been decimated like this.

I think to make an analogy that really crystallizes this, the
whole fee proposal is as if Congress were saying to the American
people, tell you what, we are going to charge you a fee to get into
the national parks—that sounds reasonable—but when you get
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there, you are going to find out that we have also taxed you pre-

viously to go in and destroy the fish and the wildlife and the sce-

nery and the hunting and fishing values that you are coming to the

gark and that;ﬁou are now paying a fee to see. That is a crazy deal,
ut that is really the situation that we are in now.

The Forest Service hopes to raise $40 million this year through
the fee program. That amounts to about 2 percent of the $2 billion
out of the Forest Service’s $3.8 billion budget that goes to support
the timber program. We could cut 2 percent from the timber budget
and gain the ﬁo million that they want to get from the fee pro-

gram,

And to close, I want to say that I think that things are really
out of kilter here. We need to take a long-term perspective and end
the subsidy for the tiny minority of timber and grazing entities
that are destroying our national forest values—end that subsidy.
We will then find that maintaining the other amenities of the for-
ests is not all that difficult and is not all that expensive. I do not
believe that the Forest Service can manage a fee program. They
have proven over the past 15 years to me and before Congress in
numerous hearings and General Accounting reports and inspector
genpral reports, that they are entrenchantly operating on an illegal

asis.

I have included an addendum which illustrates some of the ongo-
ing corruption within the Forest Service. It demonstrates what
their own chief law enforcement, John McCormick, said in 1992,
was that they were an outlaw organization. There is also a report
by one of your colleagues—the report is not enclosed but I do refer
now to a report by Carolyn Maloney, that has been done on an in-
spector fgeneral report, and she does have that and it does confirm
many of the allegations that we make in our addendum. At least,
that is my understanding.

Thank you.

. Mr. HORN. That will come up when the inspector general testi-
ies.

Mr. Silver, Scott Silver is executive director of Wild Wilderness.
Welcome.

[The prepared statement of Mr. Mitchell follows:]
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The Forest S ice's past own chief law enforcement officer, .
John McCormick resgified before Congress that the USF was a “public ;
sellout" that had become "comfortable with lying to the public."
Sae appendix A. |

1 have also pttached in an addendum docuientation of very
recent USFS illegalities that are prototypical, got atypical of the
agency's usual mode of operation. Without exposition, I'll say
that this informatjon demongetrates a continuation de rigeur of the -
blatant lawbreaking referred to by McCormick, abuses that include
preconceived and mynagement -ordered lying to the public, refusal to
provide informatiop under the Freedom of Information Act, illegal '
expenditure of funds, and refugal to perform promised mitigaticn
for environmental damage. As you will read. these current abuses
extend all the way to the Chief's office.

This information serves to underscore that the USFS is an |
agency that has 149st public trust, has practically no integrity, '
and must be dismantiled. It is too inbred with 2 logging-extraction
ethos to ever manage within the confines of the law, including any
fee system. t |

In closing, if is the opinion of the Idaho Sporting Congress
that the National Porest syetem should continue to be funded from
general revenues, and that fee schedules, vwhile justifiably |
applicable on a vely small scale through campground feesg etc, would
be an inequitable means to fund general forest management given .
current management reality--a reality deecribed by this analogous
proposal: '

The National Park System should henceforth be financed by
general publik user fees, but while we (the U.S. Government)
charge fees, 'we will alsc use your gemeral tax dollars to
subsidize the logging, grazing and mining destruction of the
the very resources you vigit the parks for, i.e the scenery,
fish and wildlife, wilderness, etc.

What child gn the proverbial schoolyard playground would
contract to such al deal?

Before Congrese proceeds with a fee concepr it should first
right the wrong ¢f current extraction industry destruction at
taxpayer expenge through pagsage of the Act to Save America's
Forests and other flegislative means.

Thank you for| your consideration.

ﬂu yie LA sf

Ron Mitchell
Executive Director
RM/8Q

TESTIMONY OF RON MITCHELL, JULY 9, 1998 4
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Mr. SILVER. Thank you. It is my honor and pleasure to have been
given this opportunity to speak before you this morning. In recent
months, I have addressed conferences and meetings all around the
country on the subject of the Recreation Fee Demonstration Pro-
%ram, and have given numerous interviews to the national press.

have used these many opportunities to express the view of Wild
Wilderness that fee demonstration is little more than a national
referendum intended to demonstrate that the American public is
willing to pay for things that once were considered amenities. More
important than this, I have listened to the concerns of hundreds of
land managers, scores of environmental activists, and dozens of
news reporters. I know what these people are saying about fee
demonstration, and it is not what you are being told about this pro-
gram through official channels.

Fee demonstration is not an effective solution to the problems of
deferred maintenance and infrastructure decay occurring upon our
Nation’s public lands. Fee demonstration is simply not workin%‘ein
the way that its promoters claimed it would. No matter how often
Undersecre Lyons, Chief Dombeck, or Chief Operating Officer
Pandolfi say that Americans enjoy the new pay-for-play paradigm,
the fturi.lth is this program is widely unpopular and largely unsuc-
cessful.

I am continually hearing from Federal land managers that when
introduced, fee demonstration was embraced as a way to supple-
ment shrunken operating budgets. The idea that fees would be col-
lected and used locally was music to the ears of managers whose
operating budgets hady already been cut below the levels necessary
for even routine maintenance.

But within 1 or 2 years of joining the Fee Demonstration Pro-
ﬁram, these managers have discovered that their allocated budgets

ave continued to drop. Instead of fee demonstration becoming a
source of supplemental revenue, fee demonstration is becomin
their primary source of revenue. Let me illustrate this point wi
an example from the Bend-Fort Rock Ranger District of the
Deschutes National Forest. This forest is located in central Oregon
and it is here where our organization has been an active partici-
pant in recreational issues since 1991.

At the time the Deschutes National Forest joined the Recreation
Fee Demonstration Program in 1997, they received $134,900 to al-
located funding from regional headquarters for the ¢combined cat-
egories of wilderness and nonmotorized recreation. In 1998, that
figure was reduced approximately $40,000 to $94,200. But thanks
to fee demonstration, g40,000 has been added back to the budget
and is now available for trail maintenance and repair work.

In this specific example, fee demonstration replaced penny-for-
penny only as much money as was cut from the budget since this
national forest joined the Recreation Fee Demonstration Program.
This story is being repeated on forests throughout the country.

As the Forest gervice transitions from being a provider of nat-
ural resource products to being a provider of recreational products,
it is simultaneously being weane«f off allocated funding and being
forced to become dependent upon moneys generated from user fees
and other innovative sources. With local land managers beginning
to realize that they are being given no option but to create, market,
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and sell profitable recreational products in order to stay in busi-
pess, a whole new understanding of the true purpose of fee dem-
onstration is coming to light. Similarly, a growing number of forest
users—that is us, the people—are starting to question whether
they wish to see recreational and public lands developed along cur-
rent lines.

America’s public lands belong to its people. We are the owners
of these lands, not customers, as we are being referred to with in-
creasing frequency. Nature must not be converted into just another
commodity that could be marketed to paying consumers. Nature is
far too valuable for numerous ecological, spiritual, and recreational
purposes, to be managed in the way currently proposed by Forest
Service leaders.

It is clear that the U.S. Forest Service is in a state of transition
and that the Forest Service of yesteryear will soon be little more
than a memory. However, the new Forest Service policies aimed to-
ward greater commercialization, privatization, and motorization of
our public lands have been largely developed behind closed doors
without public involvement and without the input of those on-the-
ground land managers most familiar with the real issues and prob-
lems facing our national forests.

We would submit that now is the time to rethink the entire pur-
pose and mission of the U.S. Forest Service and to do so in open
and public debate. The Recreation Fee Demonstration Program is
a perfect example of a poorly conceived, ineffective program, devel-
oped and promoted largely by private commercial interests and de-
void of public good. America’s public lands are a unique treasure
and are an amenity of incalculable value. It is in the interest of all
Americans to support and protect this remarkable asset, an asset
that helps distinguish our country from that of every other country
in the world.

I would like to deviate from my prepared speech just for one mo-
ment. I got involved in this approximately a year ago when I was
in a Forest Service office and I picked up this brochure called
Recreation Fee Demonstration Program, and I read everything that
is normally spoken of the benefits of the fee demonstration, but
when I got to the fine print, and it literally is fine print on the bot-
tom of this document, my attention was perked on this subject. As
a result of reading this paragraph, it has really become my life for
the last year.

What I read was,

The Forest Service’s Recreation Fee Demonstration Program was developed in
partnership with leading national recreational interests. Its implementation is oc-
curring through a challenge cost-share partnership with the American Recreation
Coalition [ARC]. ARC’s efforts will include explanation of the fee program to the

recreation industry and recreation enthusiasts as well as assistance in evaluation
of the demonstration projects. For further information, contact the ARC.

Mr. HorN. Without objection, that pamphlet will be put in the
record at this point.

Mr. SILVER. Thank you. I would like to include that and I would
also like to include this one-page summary sheet.

We have studied the issue for approximately a year, we have
developed a web resource on the Internet, which is at
www.wildwilderness.org. And that is a resource that is now being
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used not only by the public but by public land managers, Federal
land managers, and now hopefully perhaps congressional staff
might be aware of this. It is a resource for everyone.

Mr. HORN. What is the title on that document?

Mr. SILVER. The document here is called Things You Should
Know About Forest Service Trail Fees, and this particular docu-
ment is really just a flyer that we are circulating that lays out
some of the specific issues that concern us about fee demonstration.

Mr. HORN. Thank you.

[The information referred to follows:]
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Things you should know...

... ABOUT FOREST SERVICE TRAIL FEES

® This fee is part of a 'Demonstration Recreation Fee Program'. If the demonstration is
successful, you can count on more, and substantially higher, fees in the future.

® Fee-Demo is NOT about generating funds for trail maintenance.
Congressional budget cuts created a maintenance crisis while funds
specifically earmarked for recreation lands were diverted to deficit
reduction.

e Implementation of this fee program was sponsored by a tightly
knit group of recreation industry businesses. Their name is the
American Recreation Coalition (ARC).

® Revenues generated by these fees will be insignificant and could
be diverted to non-trail relatéd projects. We must ensure that
Congress restores adeq%ate funding to our parks and forests

e OQutright Privatization, private/public partnerships and additional user fees are the chief
means by which Washington would finance recreation in the future. Unprofitable parks, fakes
or forests could be sold, given away, or subjected to intensive commercial development.

e Unless we act quickiy, more public lands may soon be converted to private management.
Once transferred, we may never be abie to regain control of these properties. The Fee-Demo
Program simply must fail, or we will be forced to live with the consequences.

® Intensively developed, motor-sport oriented, recreation is the vision for these lands. ARC is
sponsoring this program to bring about nothing less than the Disneyfication of Nature. And yes,
The Walt Disney Company is a sustaining member of ARC, is represented on ARC’s Board and
is committed to making Industrial Strength Recreation a reality.

Fee-Demo has Outdoorsmen crying. ‘We Can't See the Forest for the Fees’. Unfortunately, few Americans
realize that we_can put an_end to user-fees if we act right now. Fee-Demo exists only to ‘demonstrate’ that the
public will accept the ‘pay-for-play’ concept. Big profits aren't expected from these fees. However government
agencies must demonstrate that the public is willing to pay for amenities that once were free, otherwise the entire
experiment will fail. The real money will come later through privatizing and commercializing our public lands, and
that is why private corporations are so actively promoting this user-pay agenda. Try to picture these lands
complete with 4 star resorts, theme-parks, jet-ski rentals, golf courses and guided trail rides into the adjacent
Wilderness. This is the vision driving the Fee-Demo program. If this offends you, then you must speak up now
Write or call the following persons and tell them exactly how you feel. Send your local newspaper a letter to the
editor. And please contact us or visit our Internet web site for additional information.

U.S. Forest Service Chiet Senator Ron Wyden Representative George Miller
Michael Dombeck U.S. Senate U.S. House of Representatives
14th & Independence Ave. SW Washington D.C. 20510 Washington D.C 20510
Washington D.C. 20250 Phone (202) 224-5244 Phone (202) 225-2095

Phone (202) 205-1661 E-mail: senator@wyden senate.gov E-mail: gmiller@hr.house.gov

This notice was prepared by 14/ild Yg/ildernsws, an Oregon based grassroots organization since 1991.
For more information, of to obtain a free No Trail Fee sticker please contact us at:
248 NW Wilmington Ave., Bend OR 97701 (541) 385-5261 (intemet: www.wildwilderness.org)

(Please Copy This Flier and Distribute it Widely)
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Mr. SILVER. I hepe you will agree that it is the duty of Congress
to ensure that the U.S. Forest Service is a good steward of these
lands and that they will forever remain a legacy of all the peoples
of our Nation. I thank you for giving me this opportunity to plead
my case before you this morning.

Mr. HorN. Thank you very much.

Our next presenter is Mary Burke, who is the president of the
Washington Cattlemen’s Association. Welcome.

[The prepared statement of Mr. Silver follows:]
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Testimony by Scott Silver, Executive Director, Wild Wilderness to the Subcommittee on
Government Management, information and Technology of the House Committee on
Government Reform and Oversight, on the US Forest Service’'s Management Practices
given on July 9, 1998 at Wenatchee Convention Center in Wenatchee, Washington,

It is my honor and pleasure to have been given an opportunity to speak before you this moming. In
recent months I have addressed conferences and meetings all around the country on the subject of the
"Recreation Fee Demonstration Program™ and have given numerous interviews to the national press.
I have used these many opportunities to express the views of Wild Wilderness that Fee-Dero s little
more than a national referendum intended to demonstrate that the American public is willing to pay
for things that once were considered "amenities”. More important than this, I have listened to the
concerns of hundreds of land managers, scores of envir I activists and dozens of news
reporters. [ know what these people are saying about Fee-Demo and it is not what you are being told
about this program through official channels.

Fee-Demo is not an effective solution to the problems of deferred maintenance and infrastructure
decay occurring upon our nation's public lands. Fee-Demo is simply not working in the way that it's
promoters claimed it would. No matter how often Undersecretary Lyons, Chief Dombeck or Chief
Operating Officer Pandolfi say that Americans enjoy the new pay-for-play paradigm, the truth is this
program is widely unpopular and largely unsuccessful.

I am continually hearing from federal land managers that when introduced, Fee-Demo was
embraced as a way to supplemnent shrunken operating budgets. The idea that fees would be collected
and used locally was music to the ears of managers whose operating budgets had been aiready cut
below the levels necessary for even routine maintenance.

But within a year or two of joining the Fee-Demo program. these managers have discovered that
their allocated budgets have continued to drop. Instead of Fee-Demo becoming a source of
"supplemental” revenue, Fee-Demo is becoming their prirnary source of revenue. Let me illustrate
this point with an example from the Bend-Fort Rock Ranger District of the Deschutes National
Forest. This forest ir located in Central Oregon and it here where our organization has been an
active participant in recreational issues since 1991.

At the time the Deschutes National Forest joined the Fee Demonstration program in 1997 it received
$134,900 in aliocated funding from Regional Headquarters for the combined categories of
"wilderness" and “non-motorized" recreation. In 1998, that figure was reduced to $94,200, but,
thanks to Fee-Demo $40,000 has been added back into the budget and is now available for trail
maimtenance and repair work.

In this specific example, Fee-Demo will replace penny for penny, only as much money as was cut
from the budget since this National Forest joined the Fee-Demo program. This story is being
repeated on forests throughout the country. ’

148 sw wilmington avenus, bead ocegon 97701 (541) 385-526%
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As the US Forest Service transitions from being a provider of natural resource products to a being a
provider of recreational products, it is simuitaneously being weaned off allocated funding and being
forced to become dependent upon monies generated from user fees and other “innovative" sources.

With local land managers beginning to realize that they are being given no option but to create,
market and sell profitable recreational products in order to stay in business, a whole new
understanding of the true purpose nf Fee-Demo is coming to light. Similarly, a growing number of
forest users are starting to question whether they wish tc see recreation on public lands develop
along current lines.

America's public lands belong to its peopic. We are the owners of these lands, not customers as we
are now referred to with increasing frequency. Nature must not be converted into just another
commodity, which can be marketed to paying consumers. Nature is far too valuable for numerous
ecological, spiritual and recreational purposes to be managed in the way currently proposed by
Forest Service leaders.

Rather than force our nation's land gers into the fortabie role of becoming recreational
entrepreneurs, our organization suggests that the entire question of how best to manage our public
lands must be an issue opened to debate and participation by the entire American public.

It is clear that the US Forest Service is in a state of transition and that the Forest Service of
yesteryear will soon be little more than a memory. However, the new Forest Service policies aimed
toward greater commercialization, privatization and motorization of our public lands have been
largely developed behind closed doors without public involvement and without the input of those on-
the-ground land managers most familiar with the real issues and problems facing our national
forests.

We would submit that now is the time 1o rethink the entire purpose and mission of the US Forest
Service and to do so in open and public debate. The Demonstration Recreation Fee Program is a
perfect example of an poorly conceived, ineffective program, developed and promoted largely by
private commercial interests and devoid of public good. America's public lands are a unique treasure
and are an amenity of incalculable value. It is in the interest of all Americans to support and protect
this remarkable asset, an asset that helps distinguish our country from that of every other country in
the world.

I hope you agree that it is the duty of Congress to ensure that the US Forest Service is a good
Steward of these lands and that they forever remain a legacy of all of the peoples of our nation. I
thank you for giving me this opportunity to plead my case before you this morning.

For additional information, please visit our Internet Web Site at - www.wildwilderness.org

248 ow wilmisgten avenuns, head oregen 97701 (541) 385-5269
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Personal biography for Scott Siiver

Scott Silver has been the Executive Director of Wild Wilderness since 1991, a non-profit
environmental organization that seeks to ensure that Wilderness areas, roadless areas and
other areas now substantially free of development will continue to provide outstanding
opportunities for high quality, non-motorized, recreation. In this capacity, Silver has
focused his efforts upon educating the American public about changing attitudes in federai
lands management philosophy that are leading toward greater "commercialization,
privatization and motorization" of our nation's forests, deserts, mountains, rivers and
streams.

Prior to this position, Silver was Senior Scientist or Staff Scientist with several prominent
biotechnology companies and has made significant contributions in the fields of large scale
enzymology and bio-rational pest control. For the past 10 years he has been in private
consulting.

248 ow wilmipgton avenue, bend ovegor 97701 (541) 385-5261
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Ms. BURKE. Thank you, Mr. Chairman, and members of the sub-
committee, thank you for this opportunity to testify about the man-
agement of the U.S. Forest Service. My name is Mary Burke, I am
the president of the Washington Cattlemen’s Association. My fam-
ily are lessees in the Wenatchee District of the Forest Service and
I also served on the 318 Advisory Committee of the Wenatchee For-
est concerning spotted owl habitat.

Our concerns were summarized for you today in four major cat-
egories. We would be happy at any time, of course, to provide you
with more information.

First, the management costs of the Forest Service are improperly
defined. For example, the cost requirements put upon the Forest
Service to address the listing of bull trout and steelhead are allo-
cated to forestry or grazing. This is an absurd accounting practice
and economic reports to the general public are therefore both inac-
curate and unnecessarily confusing. We ask that the expenditure of
moneys be specifically identified as to the beneficiary. In the case
of steelhead and bull trout and previously for spotted owls, the ben-
eficiary certainly was not livestock nor their owners, but either the
public in general or the species itself.

Second, management overlooks the benefits provided by its les-
sees, both its grazers on the Forest Service lands themselves and
as landowning neighbors. The subcommittee should know that in
this part of the United States much Forest Service ownership ex-
ists in geographical checkerboard patterns with private land. The
Federal Government has ceased to be, in those situations, always
an easy neighbor. I think, Congressman Horn, if you came over
Blewett Pass today, you drove through an area that is precisely
checkerboarded. We own some private land in that area and that
was a good example of the kind of lands that you see here. I do
know that there are people in Congress who are outside this par-
ticular part of the world that do not understand exactly how that
occurred because in some States, in Idaho there are large blocks of
Forest Service land. In this State, although there are some land ex-
changes going on, I am sure Congressman Hastings can call that
to your attention, that we do have to live in very close proximity
to our Federal neighbor.

We ask that you consider the benefits your grazing neighbors
bring to the Forest Service as excellent stewards of renewable re-
sources, and as responsible lessees. The Washington Cattlemen’s
white paper on grazing assets is attached to this testimony.

Third, the Forest Service management has become narrowed to
the most current fashion of environmental concern. Just now fash-
ionable are small nits. To enhance their life cycle, we are supposed
to avoid at all costs sediment in any water course and to move to-
ward a pre-European landscape. These two requirements are the
exact opposite from the decadent forest ready to burn habitat
which is desirable for the spotted owl and much touted as manage-
ment for parks such as Yellowstone. Our officers and staff last
week toured the edge of the Yellowstone fire and saw rivers yet
muddy from the fire currents, but presented as naturally beneficial.
I think when you also drove over here, you saw the remnants of
the Entiat fire that did come down here south of Wenatchee.
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When my great grandfather arrived in the Swauk drainage, the
other side of the mountain from here, in 1877, he was much im-
pressed with the large yellow pines, many yards apart and the
grass between resulting from the burning by Yakima tribal mem-
bers as they moved south and east in the late fall. They main-
tained the landscape in this renewable condition during the 1880’s.
It was after European settlement that I think we had a different
attitude toward the suppression of fires. When we are looking at
what is the baseline or what is pre-European settlement and what
did it really look like, I think we need to have some documentation
of that, because the situation we have now is not the way it looked
in the middle 1800’s.

We have some specific personnel concerns with the management
of the Forest Service. We would like to suggest that actual onsite
area-specific management needs to be restored. Specialists should
be available for on-the-ground land decisions and implementation
and not limited to office paperwork. I think Congressman Hastings
referenced the number of litigation that the Forest Service now
must necessarily deal with, but it also takes their time and they
are not on the ground, they are in court.

Fourth, promotion to increased responsibility and holistic man-
agement should be discussed within personnel decisions for each
forest. Promotion by moving to a different location or job is now en-
couraged within that agency and others. This removes the institu-
tional knowledge of local conditions and important history of envi-
ronmental occurrences, agency actions, and other man-made
events.

Fifth, Forest Service personnel should abide by the same rules of
response and timeliness as they require of their lessees or some
public. Forest Service requirements of lessee and publics is an im-
mediate response, and we do respond in that fashion. Hearing from
them sometimes is very long-term. It should be noted here, how-
ever, that Sonny O’Neal’s response to the steelhead and bull trout
listings was conveyed to the lessees in a most timely fashion, most
notable perhaps for its uniqueness, but he did let us know and he
did talk to me personally as president of Washington Cattlemen,
and cII should tell this committee that that was noted and appre-
ciated.

Within these four general categories are many anecdotal and ac-
curate examples that we do not have time to present to you today.
Washington cattlemen and this association invite your questions
and individual presence in this State at any time. We much appre-
ciate the subcommittee coming to Wenatchee.

Thank you.

Mr. HorN. Well, thank you very much. You laid out your state-
ment very logically.

Our next presenter is Ms. Sheila Kennedy, who is manager—and
help me on the pronunciation
Ms. KENNEDY. Okanogan.

Mr. HORN. Okanogan, OK. That is what I was saying to myself
last night, but one never knows.

Ms. KENNEDY. That is right.

Mr. HorN. The Noxious Weed Control Board.

[The prepared statement of Ms. Burke follows:]
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Washington Cattlemen's Association

P. 0. Box 96 « 1301 N. Dolarway « Ellensburg, WA 98926-0096
509/925-9871 -  FAX 509/9253004

Grazing Assets

By
Washington Cattlemen’s Association

anching by means of livestock foraging creates a positive economic and environmensal
benefit by harvesting a natural resource that is renewable annually.

The following is a list of assets provided to the citizens of Washington by cattlemen on a daily basis.

¢

Natural removal of noxious weeds. Through strategic grazing pian based on plant growth
stage, time of year and high animal density for short periods of time, noxious weeds can be
successfully controiled and even eliminated.

Seed dispersal and incorporation. Cattle, just like wildlife, are a valusble tcol in
maintaining bio-diversity. The acration of the soil and the incorporation of seeds within the
soil are vital functions cattie provide while grazing.

Proper distribution of organic matter. Cattle provide vital weil disbursed mutrients needed
in the soil for native plant growth.

Wildfire protection. Both rangeland and forest fire control is vital to the survival of the
plants and wildlife. Grazing limits fuel loads in areas where they camnot be minimized
through any other means without harming the environment.

Wildlife habitat enhancement. Ranchers continually work to maintain and improve range
and forest health and habitat for wildlife. 87% of cattiemen have land that support wildlife
populations. 86% of cattiemen report increases in wildlife populations on their land over
the past 10 years. 63% purposely leave strips of grasses or legumes for wildlife. 52% of
ranchers have planted trees in addition to managed natural reforestation.

Wildlife feed and water sources for all seasons. Gmazing provides improved feed
availability for wildlife. As ranchers manage for increased forage, wildlife benefits from
longer seasons of availsble feed. In many areas cattle utilize different varicties of grasses
and shrubs than those most palatable to wildlife, thus providing a thinning effect that allows
the grasses desired by wildlife to have a stronger stand. In addition to preserving and

ing natural water sources, ranchers provide new water sources for wildlife by water
developments such as wells, piped waters, and stockponds. New water sources are the major
reason for the expansion of wildlife habitat. Ranchers also provide essential minerals for
wildlife. Often wildlife are seen drinking from cattle water troughs and using the minerai
licks that ranchers provide for the cante because of a mineral deficiency in the soil.
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Multipie elements for water. Managed grazing for riparian areas increases filtration strips
for runoff from upland areas and stabilizes stream banks particularly in places where
mechanical equipment or chemical controls are not available or inappropriate.

On-site management of the land. Ranchers closely monitor and address range and forest
land heaith issues on a site specific daily basis. Ranchers have icarned from practical
experience how to maoage the land giving them a better grasp of what wotks on the ground,
rather than in theory. Public rangelands are in a better condition than at any time in this
century. The trend on more than 87% of Bureau of Land Management land is stable to
improving.

Recreational opportunities. Ranchers provide recreational opportunities for the public to
hunt, fish, hike and leam about the traditions of cattiemen to work as one with nature in
conjunction with many other activities.

Access to property. Many ranchers willingly allow their private property to be used by
scientist, environmentalist and governmental agencies to perform field research and monitor
animal and plant life in its natural state.

Open space. Because of the many acres of land owned and managed by ranchers, lands are
still in their natural state which provide habitat for wildlife and essential aesthetically
pleasing viewsheds and landscapes for the public to enjoy.

Land not suitable for crop production. More than 90% of the land categorized by the
government as grazing land (62% of all agricultural land) is oot suitable for farming or
growing crops. [f it weren't for ruminant grazing animals, such as canle, there would be no
way to harvest food from the range and pasture land.

Economic stability for focat communities. There are nearly one million ranchers in the US
who raise cattle all of which are vital for local community stability. As demographics
change and more people move to rural areas, ranchers provide necessary stability to locai
communities and municipalities by a consistent and stabilized local tax base as well as many
additional jobs within the community.

Affordabie high protein food supply for the worid. Cattle play a central role in the chain
of sun to grass to human food Ruminants have the ability to efficiently convert grasses and
other forage into autritious, high-protein food. United States cartle producers provide 25%
of the world’s beef suppty with less than 10% of the world’s cattle, giving the United States
citizens the most affordable and consistent supply of protein in history and contributing
greatly to the balance of trade and International Commerce.

Historical references both recorded and soa-recorded. The records of cattlemen are used
increasingly in the documentation of historical natural events such as rainfall, temperatures,
drought, and other critical or unique environmental occurrences, as well as historical
references about long held traditions of the land.
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) Way of life. Cattlemen intend to preserve resources for future generations. 97% of cattle
ranches are owned or operared by families; 83% have been in the same family for more than
25 years and 10% more than 100 years. 69% of cattlemen intend or are in the process of
passing their business on to their children.

attlemen play a significant roll in the economy and environment of Washington. individual

cartlemen as weil as generations of families have dedicated their entire lives to properly
managing our precious renewable natural resources on a daily basis in an effort to maintain the
balance between man and nature. Unfortunasely. cattlemen are now shouldering the burden of
leaving their land in a production system that works as on with nanure. Cattlemen should be
praised for their fortitude and foresight in working WITH nature: uninformed people are sometimes
led to believe it is the livestock industry which has destroved the environment. The time has come
for the environmemal commumnity to step back and take a look at the whole picture and give credit
where credit is due. Cattlemen deserve and have earned the credit that has been so unduly
overlooked.

Following is a bibliography of 1521 sources that address “Livestock Influences on Riparian
Zones and Fish Habitar” developed by Oregon State University Extension Service in 1997. The
conclusions drawn from review of these sources are included along with the bibliography.
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Washington Cattlemen's Association

P. O. Box 96 - 1301 N. Dolarway + Ellensburg, WA 98926-0096
50979259871 -  FAX 509/925-3004

July 9, 1998
TO WHOM IT MAY CONCERN:

Neither [ nor my immediate family aor the Washington Cattlemen's Association which I
represent as president at the hearing of the Subcommittee on Government Management,
information and Technology of the House Committee on Government Reform and Oversight in
Wenatchee, Washington July 9, 1998, have received any grant or subgrant from the Federal
Govermnment in the last three years.

My husband Pat Burke is a lessee of the Wenatchee Forest for grazing purposes and has paid
each year, including 1998, the required fee for which he was billed to the USDA Forest
Service, Wenatchee District.
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Washington Cattlemen's Association

P. O. Bax 96 + 1301 N. Dolarway « Ellensburg, WA 98926-0096
509/925-9871 -  FAX 509/9253004

Mary Burke is a frequent speaker to professionals, elected officials, organizations and
associations on water rights research and history, land use and timber and mineral issues.
Burke does private research and consulting on water and title history for private individuals,
firms, and companies in several states and counties.

She has served as water resources chairman for the National Cattlemen's Association 1976-
1989 and as Private Lands Chairman and a member of the NCA Executive Committee. She has
been a governor or agency director appointee to many state and national water, land, forest, and
mineral committees.

Between 1994-97 she was Water Policy advisor to the Farm Bureau member of the NCA-
NCBA legal transition and by-laws commirtees, and the USDA Forest Service Advisory group.

At present Burke serves on the NCBA International Market committee, chairs NCBA
Resolutions committee, and is president of the Washington Cattiemen's Association. She and
her husband Pat own and operate 2 cow-calf-stocker ranch and tree farm in Kittitas County
north of Ellensburg.
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Ms. KENNEDY. Thank you, Mr. Chairman and members. I first
would like to express my thanks on behalf of the Okanogan County
Noxious Weed Control Board for asking me to attend this hearing.

The committee must first understand that not just one method
of controlling noxious weeds really works. It takes a long-term com-
mitment utilizing hand-pulling, herbicides, tilling, reseeding, and
biological control methods, just to mention a few. We as profes-
sionals analyze each site to determine what should be the best,
first method and what method should be utilized for followup.
These plans change from site to site, depending on what is best for
that particular site.

Some of the noxious weeds that are infesting State, private, trib-
al, and Forest Service lands in Okanogan County must thistle 50
to 100 blooms per plant and up to 1,000 seeds per bloom; seeds can
stay viable in the soil up to 15 years. Diffuse snap weed produces
over 900 seeds per plant and the seeds can stay viable in the soil
up to 7 years. Orange and meadow hockweed produces 5 to 30 flow-
ers per plant that blow in the wind, adhere to wildlife, and spread
by fibrous root fragments. Studies performed in Idaho State that
one plant can spread throughout a meadow and eliminate every-
thing in its way in a few short years. Purple loose stripe produces
300,000 seeds per plant. These are just a few we deal with on a
yearly basis.

I will outline some of the problems we face.

First, the Okanogan National Forest must request realistic fund-
ing levels. They now request low levels because they have a better
chance to receive the funds. The scenario we see year after year,
they have the funds to perform work on some of the weeds, but
there is usually no followup due to lack of funding and staff.

Second, adequate programs are needed. Recently a timber sale
proposal utilizing $51,345 for the use of hand pulling diffuse snap
weed and $9,780 for herbicide treatment is unacceptable to us. Re-
alistically these figures should be reversed.

Third, the Forest Service is not controlling all the noxious weeds
that private landowners are required to control. The Forest Service
is infesting adjacent landowners that are attempting to reduce the
weed populations on their land. The ranchers of Okanogan County
do not have a choice, they must control the noxious weeds on their
land. It is their business to grow grasses.

Fourth, lack of use of new and improved herbicides. There are
only three herbicides allowed for use by the Forest Service. This is
very limiting to control programs and does not allow the best herbi-
cides to be applied that would be more friendly to the site specifics
that should be addressed.

Fifth, ranger districts are competing for the little funding levels
that are approved. If one district has a top priority weed, they will
get funded at a higher level and the other districts do not receive
what they need.

The weed board budget is approximately $250,000 each year. In
the past, the amount has been higher than the noxious weed budg-
et for region 6, which I believe covers 21 national forests. In 1995,
the weed office staff found new infestations of the hockweed that
I previously mentioned. After researching, we learned from Idaho
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that we should place top priority on these hockweeds. Our goal is
not to allow what has happened to Idaho to happen to us.

When they originally found the hockweeds, they did not aggres-
sively contro] them. Now they are losing 30,000 acres each year to
the hockweed. Okanogan County Weed Control Board aggressively
targeted control, we chemically treated the hockweed at no cost to
the landowners. On private land, we had 838 acres of the hockweed
and the cost to chemically treat was $550.42. What we are finding
now are very few plants that we now have to search for rather
than the solid stands we originally found. We have proven our pro-
gram works. Unfortunately the Forest Service has spent $50,000
and it has taken 3 years for an approved EA to treat their
hockweed infestations with herbicides. Basically they could have
eliminated all of their hockweeds with less than $1,000.

The State and Federal agencies are caving in to pressures from
protestors and are not performing the best job to stop the devasta-
tion occurring from these non-native species, to protect our environ-
ment. In 1997, a national strategy for invasive plant management
was introduced in Washington, DC. Unfortunately funding levels
have not been addressed. The plan does no good on paper, we need
implementation in the field.

I would request a congressional investigation, appoint people to
realistically look into this situation, determine how many acres of
noxious weeds are on Federal lands and commit to long-term fund-
ing levels. I will offer our assistance and programs. I would suggest
a test plot program on Federal lands in Okanogan County. We
could set up plots that you could visit on a tour, on a field tour,
to see for yourselves what is working. We strongly believe that
doing something is better than doing nothing at all.

Okanogan County Noxious Weed Control Board has worked very
diligently to bring these exploding problems to the attention of
Congress and Federal agencies. Control must stay at the local
level. They know what is needed. Region 6 must support requests
for adequate funding levels to implement integrated weed manage-
ment programs to look at noxious weed species and utilize the best
method for control. The Okanogan County Noxious Weed Control
Board wants to be a part of finding solutions to stop the invasion
of these non-native noxious weeds. We refuse to stand by and allow
the continuing devastation to our ecosystems, wildlife, and natural
resources. We plead with all members to join our efforts and assist
the Federal lands in continued adequate funding levels. When the
major land manager in our county is not performing adequate con-
trol measures, our program will never be successful.

T would be glad to address any questions. Thank you.

[The prepared statement of Ms. Kennedy follows:]
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OKANOGAN COUNTY
NOXIOUS WEED CONTROL BOARD
149 3rd X R, 10 PO Box 791, Obsmges, WA 88540

Sheflah Kennedy
509-422-7163
MELD SUPERVISOR:
Lom Peterson.
509-422-7163
LEAD ReSPECTOR:

Bill Besher
S09-422-7168

OFFICE 0B 327165
FAX  509-422-7188
TIY  800-833-6388

July 8, 1998

Congressman Hoen, Chairman

Suboommittes on Government Management,

inflormstion, and Technology

2157 Reybura House Office

Washingtot, DC 20813-6143
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'OKANOGAN NATIONAL FOREST NOXIOUS WEED PROGRAM

US Senator Slads Gordon has proposed a "capabilicy sta t" for ineclusion in
cthe Interlor Appropriacious Bill thac wvould direct the USFS to allocats
appropriats funds for corctrol of noxious weeds on the Oksnogan NF. The WO has
requasted current information on our noxicus weed program.

Budgets
Our P & M allocaticns in NFNW, DN24 for 1992 and 1993 are listed balow.

" Requesctad funds for 1994 and 1995 are also listad. For 1992-3 funds wers
received as requested in the "starting point budget®. Tha scarting point
budget is limited to 50-60% of our actual annual operating budget. The funding
is low for ths noxious weed work that needs to be done on tha Forest, bhut ths
constrained budgeting requiraments of making our starting point budget carry a
substantial porticn of the timber and timber support program leaves little
funding for other programs including noxious veads. .

To do more of tha work, the Okanogan has aggressively used range becterment

funds and KV funds, where appropriate, to manage noxicus veads. These sources
do have limitarions on timing and location, but thair use does save tha P & M
dollars for ocher sites. These funds are listed below for 1992 to 1995, also.

NOXIOUS WEED CONTROL BUDGETS

§ BY ACTIVITY CODE

FY-YEAR P&M RBRB xv TOTAL ACRES TREATED) ~

1992 3800 11600 43600 59000 119

1993 7000 8000 36808 51808 21(target only,more acres
will be done in 93)

1994 6000 9000 41000 56000 416

1995 19000 13000 49000 81000 658

In addition to the bass line budget of $19000 in 1995, an increment of $46000
of P & M funds for noxious weed management has been included in ouxr Forest's
out-year raquest. It is the number 4 priority increment package on the Forest.

We realize that our noxious weed P & M funding has not baen encugh to do a good
job but vhen the total for each year is considered, it is apparent more
emphasis occurs on noxicus veed managamenc on the Okanogan National Forest.

Cooperacion With Other Agencies And Individuals

Our forest has sought funds for noxious weed management from other sources. We
wvorked wich the Okanogan County Noxious Weed Control Board staff to get funds
from the US Animal and Planc Healch Inspection Service (APHIS) for concrol of
noxious veads. WUs have worked with the Washington Stats Department of
Agriculcurs to get funds for noxicus weed surveys. We ware not successful f{n
getting funds from APHIS, but we did get funds from the Washington DOA for
Crupina surveys.
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NOXIOUS WEED CONTROL BUDGETS
OKANOGAN NATIONAL FOREST
1981-1995 (93-95 ESTIMATED)

DOLLARS ALLOCATED
BY ACTIVITY CODE

FY-YEAR P&M RBRB KV TOTAL ACRES TREATED)

1982 . . - 8300 80
1983 - - - 9790 187
1984 . - . 7510 ©62
1985 NOT AVAIL:3LE

“1086 T . - 8595 102
1987 12940 1250 N/A 16190 9%
1988 20892 4360 4680 29912 111
1989 6890 2080 28766 7738 150
1590 0 6000 17850 23850 36
1991 9338 5145 18317 32820 «2
1992 3800 11600 43600 59000 119
1993 000 ;ooo 36808+  51808++ 21
1996 6000 9000 41000 56000 416

$933500 is idancified in cthe Forest Healch assessmenc restoration
projects for noxious weed control. 820 ascres is idencified as che
acres treatad.

1995 19000 13000 49000 81000 658
e 40 m is idancified as forest priority =4 in the enhanced lavel of
! the budget for noxious veed control on 150 scres. With these funds,
the togtal budgec for noxious weeds would be $127000 for control on=3663<§
acres. NEcosystem rescoracion projects for noxious weads have been
submicted to the RO for §147000. FY 96 ecosystem resctoration funds
for noxious weeds total STVEYG0.



Comparative Noxious Weed Control Budgets, 1991

Burean of Indian Affairy, Colville Reservation 49583

Colville Confederated Tribes 30,117
D.0.W., Indian Dan Cazyon HM.A 5900

D.O.W., Sinlahekin HLMLA. 9,354
Dept. of Transportation, Okanogan Co. 1,520
Okanogan County Rosd Department, 1991 130,975
Okanogan County Noxious Weed Board, 1991 230,000
Washington State D.N.R., Okanogan Couary 5,000
Burean of Land Management, Okanogan Co. 12,300
Oroville-Tonasket Irrigation District 3,150
Private Landowners participating in

Weed Board's 1991 cost assistance program £1.092°
City of Omak, department of Public Works ; 20,504

L. Duca not include 510,000 paid the Weed Bosrd for baadypuil, survey, and biologicsi coutral. In addition, the Tribes

spend appr i '—375.00__. y for blolegical contol h

1 In sddtion, the Department of WHdlHe and echer State swned lands are assexsed 10 cants per acre by the Board ou an
snnxai besis. The of the is not inciuged ta this figare. For exampls, the DNR pays $30,536 samwailly
ju les of taxes.

4. The amount sctuaily budgeted by the D.O.T. for 1991 was 564,000, but additionsl fands were eeded.

4. Many landowners control asxious weeds on thelr property snd do net taks advantage of the Weed Board's cost
seItstance program.

\=_'

In order toimprove weed control on Forestlands in Ckanogan county, I believe that the Forest Service would
De well served to work cooperatively with the Weed Board to develo); integrated management systems and
coutrot strategles for selected undesirable plant species. In order for the Board or the Forest Service to
saccessfally establish a viable weed control program, additiona) funding will be needed at both the Comaty
and Federai level, What we would like to suggest is that the Forest Service prioritize noxious weed control
apd maintain annual budgets similar or preferably bigher than its counterpart State, Federal, and County
agencies. In other words, I feel that the way the Forest Service could best express its concern about noxious
weeds s to siaply pay its fatr share.

Inaccordance with guidelines outlined in section (1) of the State Noxious Weed law, 17.10 R.C.W., the Weed
Control Board may, in len of a tax, levy an assessment on the lands within a County. Currently, our
assessment rate is 10 cents per acre on all private and State lands. At present Federal lands are not being
charged, eventhoughthesection specificallyrefersto Federailands as being a suitable classification category.

For purposes of our agreement between the Board and the Forest Service, we would propase that the Forest
Service be assessed at & rate of ten cents per acre to be collected by the Weed Board in lien of a tax. With
this additional fanding, the Weed Board would agree to assist the Okanogan National Forestin development -
f an Tntearated Weed Management program. The Board may choose to assume additional reasonable



262

Mr. HORN. Well, thank you very much. You have made a good
proposal there that deserves very thorough consideration.

Our next presenter is Mr. Maurice Williams. He is the past
president of the Washington Farm Forestry Association.

Mr. WiLL1aAMS. Thank you, Mr. Chair. I would like to thank the
committee for having the hearing here in Wenatchee. I am from
Colville, WA. Colville is a timber-dependent community, it has
been adversely impacted by the decrease in public timber supply.
In fact, some of us would say that it is a battered community as
described in this epistle that I hope to have introduced as part of
my written testimony.

Mr. HORN. Without objection, it has already been entered, auto-
matically.

Mr. WiLLIAMS. Thank you, sir.

The Washington Farm Forestry Association is small private land-
owners, the moms and pops of the State of Washington. Our in-
come and value of our products has also been impacted by the de-
crease in market availability due to mill closures throughout the
west because of the lack of public supply for sustainability.

The national forests of the inland West are in need of active
management to reduce stocking levels, as well as redirect species
composition to insulate against insect and disease epidemics which
will lead to catastrophic fires. In my opinion, decisions like a dis-
ruption in the road construction or reconstruction portion of active
management, as proposed in Chief Dombeck’s interim rule on road
management, will not allow the agency to become more efficient or
cost the Treasury less money. In fact, when the question of wheth-
er road construction or reconstruction should stop on public lands
was raised at the Seventh American Forest Congress. Ninety per-
cent of those participants disagreed with that concept. This was
also true on the concept of whether logging of public lands should
continue, 91 percent of the participants felt that it should continue.

The Forest Service is not meeting the mandate of existing laws
such as the Multiple Use Sustained Yield Act of 1960 or the Na-
tional Forest Management Act of 1976. Instead, they have gone to
an ecosystem management concept with the objective of obtaining
or maintaining a healthy ecosystem. Under this objective, neither
ecosystem management or a healthy ecosystem has been ade-
quately defined and the agency has made the production of goods
and services a byproduct of the effects of ecosystem restoration.
Eighty-eight percent of the Seventh Forest Congress participants
answered positively to the vision statement of “In the future, our
forests will sustainably provide a range of goods, services, experi-
ences and values that contribute to community well-being, eco-
nomic opportunity, social and personal satisfaction, spiritual and
cultural fulfillment and recreational enjoyment.” I believe this le-
gitimizes and confirms the existing laws under which the national
orests are managed. All of these instruments call for continuous
and determinable supply of timber and other commodities to be
groduced for the use and necessities of the citizens of the United

tates.

It is my understanding that there are no hard targets to which
the forest supervisors are held accountable under ecosystem man-
agement. A hard target would be one that has measurable levels
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of production, such as thousands of board feet of timber sold or ad-
vertised, number of cattle grazed, miles of roads maintained, et
cetera.

Existing forest land and resource management plans are not
being used to establish program direction, nor are they being ade-
quately funded for full implementation or monitoring. However,
continued funding shortages have resulted in staff reductions and
loss of job security. At the same time, there are increasing de-
mands for more planning to meet the increasing challenges from
outspoken pressure groups through appeals and lawsuits. The re-
sulting loss of job security, the increased control and direction from
higher levels, the continued internal differences of mission, the un-
willingness to take risks, and the lack of rewards for good manage-
ment has resulted in a loss of organizational productivity and re-
sulted in low organizational mora.%e. There is more internal unrest
and less willingness to start any projects that are controversial in
nature. All of this results in lower annual production of goods and
services, less consistency in the level of goods and services pro-
vided, and less efficiency for a higher cost of production due to high
fixed costs or overhead.

This concludes my comments.

Mr. HORN. Thank you very much.

Our last presenter is Mr. Frank Gladies, the president of the
Independent Forest Products Association.

Mr. GLADIES. Thank you, Mr. Chairman. I appreciate the oppor-
tunity to testify in front of this subcommittee on these issues. I will
speak principally to the Recreation Fee Demonstration Program
and then I would like to point out a few facts about what has and
has not been occurring on our national forests to put things into
a little context for you.

The National Forest System worked very well with a limited
number of objectives from the early 1900’s through the late 1950’s
and 1960’s. If you look in my testimony on page 4, graph No. 2,
it shows that the agency generated about as much revenue from its
timber sales as Congress was appropriating or authorizing it to ex-
pend each year. The bottom two lines show that.

Then we have got an FMA and a number of laws that came into
place that pushed more multiple use, which was good for the forest
because those are goals and objectives that the American public
wanted, but that costs money. The agency is now a $3.3 billion or-
ganization.

Timber revenues have fallen off for a couple of reasons. First,
they are not selling as much timber; and second, the type of timber
they are selling. Saw timber is not the component that it once was
within their program. So they are not generating as much revenue.
That has a couple of impacts: No. 1, a lot of that money was used
to help fund the Forest Service, and No. 2, a lot went to the Treas-
ury. Finally, 25 percent went to local communities to help fund
schools and roads. Those are very important dollars to commu-
nities, particularly the rural communities that do not have much
tax base when they are surrounded by a national forest.

Well, for those who have lobbied against timber management on
the national forests and at first lobbied for recreational use, they
are asking for a free lunch. They want Congress to fund an agency
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for $3.3 billion and they do not want to have to pay for recreation.
A great example of this is the road management problem the agen-
cy now faces. The Forest Service estimates that 99 percent of the
road use on its forest road system is recreation-based, yet
recreationists have never paid for road maintenance. The recre-
ation programs within the Forest Service have not paid for road
maintenance.

Up until just a few short years ago, between 40 and 50 percent
of road maintenance was accomplished through the timber sale
contracts, which the purchasers of those contracts did that. So
those contractors were doing much of the road maintenance that
the recreationists enjoyed.

Without timber and without the revenues that it is producing,
someone has to pay for that activity if we are going to continue to
use the roads on the national forest that exist. Now the Forest
Service has begun to charge a recreation user fee. Well, Congress
has a choice, they can either let them do that or they can try to
come up with the additional money it takes to provide the services
that the national forest has produced in the past and that the pub-
lic calls for. I do not think in this day and age of budgets, that it
is %oing to be easy to come up with another billion dollars or so
to fund an agency when you lose 20 percent of your revenues out
of the agency and 20 percent of your employees if you lose that
amount of money. It costs more to lay off a Federal employee than
it would cost to sell timber.

A few short years ago when the Forest Service faced a RIF, they
thought they were going to have to RIF a number of people and
they thought it would cost them $75,000 per employee to get rid
of them. Well, that is a tremendous amount of money if you have
to fire 20 percent of 36,000 people, comes out to about one-half bil-
lion dollars.

So Congress is now in this dilemma. They have not forced the
agency to produce what its forest plans called for. They have al-
lowed them to shift focus, and they have allowed them to com-
plicate their own processes, as this administration did when it gave
six other agencies veto power over the decisionmaking process after
the salvage rider. Their costs of overhead have been doubled in the
last 4 or 5 years, both for selling timber and within their timber
trust accounts. There is a problem there. No private manager or
State manager in this country would survive within their organiza-
tion if they went to the boss and said my overhead rate is increas-
ing at 2.5 percent a year.

Congress ought to be looking at the underlying problem. If we
want our national forests to produce goods and services, then we
ought to figure out how to let the local land managers do that job.
If we want them to become the equivalent of national parks and
just have Congress fund them year after year, we ought to do that.

You have a compact with local communities that you need to
think about. That compact is are we going to control the land
around your community—we have some counties in the west that
are over 90 percent federally managed, and the Federal Govern-
ment made a commitment that they would pay 25 percent of the
gross receipts they collected. Timber, over tge past 50 years, has
produced 95 percent of those receipts. If we are going to take away



265

the timber sale program, then we have to make those communities
whole somehow. Just paying the 25 percent does not make them
whole for the lost economic activity that occurs there.

If you look at the TSPIRS report, and I would refer you to graph
9 on page 14 and graph 10 on page 15, the Forest Service estimates
that if the ASQ was sold, they could prove $4.5 billion of economic
activity in the rural communities in this country. Given the low
rates of timber harvesting that is occurring, it is about $2 billion
right now. But that is a tremendous amount of economic activity.

This administration recently proposed to pay counties $270 mil-
lion and decouple the 25 percent payments from timber. Well de-
coupling means the agency will no longer have the political pres-
sure that counties would bring on them to sell timber and it would
be a new entitlement program. I do not think Congress likes enti-
tlement programs all that much, given what I have seen over the
last 4 years from this Congress, the most recent one, but that is
what the agency and the administration are proposing.

You also have to think about it in income taxes. In 1997, the For-
est Service data shows that their programs were responsible for the
generation of $310 million of Federal income taxes. If they fulfilled
their forest plans, timber would have resulted in about $710 or
$720 million of Federal income taxes. Well, we have folks in this
room and folks that are lobbying Congress today saying let us not
cut any timber and they say it costs too much. You need to, in your
committee, be thinking about what all the costs are to those com-
munities of walking away from that program, and the economic ac-
tivity that those programs generate.

I appreciate the opportunity to come and I will answer any ques-
tions you have.

Mr. HORN. Well, stick with us because we are going to have a
dialog. We will interrupt it for the inspector general of Agriculture,
but I would like Representative Hastings to begin the questioning
and take as long as he would like except for the IG. Then we will
get back to them.

Mr. HASTINGS. Thank you very much, Mr. Chairman. I want to
thank all the panelists for their testimony today. At the outset in
my statement, I said that you would hear some contrasting views
from people that live and work here in the northwest and I think
you got a bit of that.

What I would like to ask the panel, since some of you alluded
to it in your statement, I would like to ask each of you if you would
give me, I guess, an answer as to whether you are in favor of our
forest lands, timber lands, being used for multiple use rather than
say single use that somebody may have. So the question is just
really, without going into detail, would—are each of you in favor
of multiple use of our forest lands? Mr. Tingelstad, I will start with
you because we started that way.

Mr. TINGELSTAD. Yes, I would be in favor of multiple use. I would
like, however, to see the extractive uses such as logging and mining
pay their fair share. I keep hearing about how we need to pay to
do our share to support the forests. According to the Federal Gov-
ernment’s own accounting, the Forest Service lost $88.5 million
selling timber to private corporations in 1996.
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Mr. HASTINGS. Yes, Mr. Tingelstad, I do not mean to cut you off,
but there is an honest disagreement as to those figures, as was al-
luded to earlier. I just wanted to ask that specific question.

Mr. TINGELSTAD. You want a one-word answer.

Mr. HASTINGS. Well, I will leave a little bit of elaboration, but
I know that there is honest difference of opinion on that. I would
suggest frankly that, Mr. Tingelstad, if you and Mr. Gladies and
Mr. Williams sit down afterward, that is part of the process of
agreeing where different views are. But thank you for your input.

Mr. Mitchell.

Mr. MITCHELL. Yes, I am in favor of multiple use. But it has be-
come extremely skewed so that the lion’s share of the budget goes
for a very small minority who are damaging the resources, the
other use resources, and I think that has to be rectified.

Mr. HAsTINGS. OK, thank you, Mr. Mitchell.

Mr. Silver.

Mr. SILVER. I am going to have to give you the same kind of an-
swer, it is not a yes or no question, I cannot answer it in those
terms.

Mr. HORN. Well, we all have to make choices.

Mr. SiLVER. If you need it, it is going to be a qualified yes, but
a heavily qualified yes.

Mr. HasTINGS. That is fine. We just want it on the record. The
point is that it is very simple, because if it is Eublic lands, by defi-
nition, and I think in your testimony you emphasize that it is pub-
lic lands, it is our lands. The next question is how should we use
that for the benefit of the public, should it be multiple use. So
yours is a qualified yes.

Mr. SILVER. Heavily qualified yes.

%r. HASTINGS. Heavily qualified yes, that is fine.

Ms. BURKE. Yes, Congressman Hastings, we believe in multiple
use with the caveat that the people there who have multiple uses
at the same time need to respect each other’s uses. We have, for
example, in this area an awful lot of recreational activity and in
checkerboarded areas, we have to tolerate quite a lot of that on our
private lands as well as our lease. So I guess everybody has quali-
fications and I think it depends on how you manage it, but we are
not looking for one single use. I would call to your attention though
that using it only for recreational or wilderness purposes is.

Mr. HASTINGS. Thank you.

Ms. Kennedy.

Ms. KENNEDY. I would have to say that we are in support of mul-
tiple use. Just compared to noxious weeds, you know, it is a mul-
tiple use, you need multiple methods in order to control the land.

Mr. HasTiNGs. OK. Mr. Williams.

Mr. WiLLIAMS. I am a strong supporter of multiple use. I would
just like to point out, however, that some of the standards and
screens and guides that are being used preclude multiple use over
significant portions of national forests.

Mr. GLADIES. Congressman, we support multiple use, although I
think the forest planning process that has been imposed does not
work because it sets asise large areas of land for single uses and
that has clearly not worked over the last 15 years.



267

Mr. HAsTINGS. OK.

Mr. HogrN. 1 wonder if we can now have the inspector general
come up. Just stay where you are, we will get another chair in
there, and give him the microphone. And as I said earlier, he has
to leave at 1 o’clock, so we do want to hear his testimony and have
a chance to ask him a few questions and then we will get back to
the panel. Just sort of make a little space in the middle, move
down a little bit so we can accommodate everybody.

Gentlemen, if you will stand, both of you, including your
accompanier, and raise your right hands.

[Witnesses sworn.]

Mr. HogN. The clerk will note both witnesses affirmed the oath.
Please proceed.

STATEMENT OF ROGER VIADERO, INSPECTOR GENERAL, DE-
PARTMENT OF AGRICULTURE, ACCOMPANIED BY JAMES
EBBITT, DEPUTY INSPECTOR GENERAL FOR AUDIT, DE-
PARTMENT OF AGRICULTURE

Mr. VIADERO. Thank you, sir. Thank you, Mr. Chairman and
members of the subcommittee. I am pleased to be here to provide
testimony about the Forest Service’s financial management. With
me today is James Ebbitt, assistant inspector general for audit.

The Forest Service’s financial house is not in order. We can as-
sure you that this has been the case since 1991 when the Office
of Inspector General first performed the legislatively mandated an-
nual financial statement audit. We also conclude, based upon what
we have learned, that it most likely always has been the case. Al-
though Forest Service management is responsible for the develop-
ment of reliable financial information, they are not alone in cre-
ating the problems that have thwarted the achievement of that ru-
dimentary goal. The Department’s central accounting system,
which provides general ledger and financial reporting capability for
the Forest Service, has been similarly unable to generate meaning-
ful data and this has exacerbated the Forest Service’s predicament.
I will briefly describe the problems that exist, what corrective ac-
tions are underway, and what the future appears to hold.

The depth of the Forest Service’s accounting deficiencies are so
extraordinary that even the most fundamental principles, like dou-
ble-entry bookkeeping first set forth in writing by the Venetian
Monk Luca Pacioli in 1494, are not always honored. Perhaps at the
core of these problems is the longstanding perception that manage-
ment viewed its role as the stewards of the Nation’s second largest
aggregate land holding, and focused on all of the attendant re-
source issues to the detriment of financial management.

What management did not recognize was that financial data is
also a resource that requires at least the same level of due dili-
gence and care-taking as does a Douglas fir or a riparian area, a
riverbed, if you will. The accounting procedures to be used through-
out the agency have been largely left to the discretion of the re-
gions or even operating units. Many of the requirements that are
established were so loose, that the prospect of reliable records was
rendered remote. In other instances, meaningful measures were
prescribed, but not always complied with. This decentralized ap-
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proach was not the sole cause of the inadequate accounting, but
most certainly has been a significant contributing factor.

I will give you a few examples of how porous accounting practices
not only distort reported financial results, but also greatly and un-
necessarily increase the risk involved in safeguarding assets.

Perhaps one of the most persistent problems that has plagued
the Forest Service financial management deals with accounts pay-
able. The Forest Service, at the operating level, has never been
able to distinguish between the recognition of the actual liability
when the goods or services are received, and an intermediary step
in the proececs, in which funds are obligated but the goods or serv-
ices requested have not yet been delivered.

Without getting into specific detail, governmental accounting
principles require these actions to be treated very differently, im-
pacting different types of accounts. We have found since the onset
of our audit in 1991 that the Forest Service consistently confuses
these two distinct actions, with error rates as high as 76 percent.
This area epitomizes to some extent the institutionalized nature of
the agency’s accounting deficiencies. Since 1993, the Forest Service
has computed its accounts payables statistically by identifying on
its own the extent of errors liiely to have occurred and projecting
them over the universe of transactions, then adjusting the total.
This is analogous, Mr. Chairman, to throwing in the towel. Rather
than correct the errors, the Forest Service tries to estimate how
many were made.

The reliability of the Forest Service’s financial data has been fur-
ther eroded by not properly matching debits with credits and not
having internal operating controls in place to preclude or detect er-
rors. For example, in 1993, as part of the Exxon Valdez cleanup ef-
fort, the Forest Service collected almost $9 million in reimburse-
ments for its expenses and obligations. The agency recorded this,
however, as a negative adjustment to the reimbursements receiv-
able. In other words, the records disclose that the Forest Service
actually owed Exxon the $9 million. In another example, in 1992,
we found that portable radios costing between $522 and $668 each,
had been recorded at acquisition values of between $94,000 and
$91 million each, for at least 11 different radios. The aggregate
value per the Forest Service was $270 million at fiscal year end for
the radios.

Forest Service officials could not explain why these amounts had
been entered incorrectly into the accounting system. Nonetheless,
so obvious an error should have been readily identified. Adequate
controls have still not been established, as we continue to find evi-
dence of a lack of supervisory reviews of field level data which con-
tribute to poor accounting.

Let me now transition to the Department’s National Finance
Center located in New Orleans. After the questionable accounting
data has weaved its way through the myriad of Forest Service
manual and automated accounting systems, it is entered into the
central accounting system, CAS. CAS processes the data in the
BUDG system, for budgetary accounting purposes and in the
LEDG system for financial accounting purposes. Although the same
information is input, the two systems produce results which are
significantly at variance. The National Finance Center has institu-
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tionalized these errors much as the Forest Service has with ac-
counts payable, by running automated adjustments to bring the
two systems into balance. In 1995, for example, $55 million in ad-
justments to obligations had to be made. Adjustments of this type
are clearly not reconciliations but nothing more than plugs. CAS is
poorly documented, provides for only summary and not detailed
data and does not meet governmentwide accounting requirements.
CAS does not have an adequate trail and adjustments and so-called
reconciliations are processed extensively without adequate support.
Simply stated, CAS cannot produce auditable financial statements.

Problems of this magnitude cannot be fixed overnight, or appar-
ently over a decade, given the glacier-like pace of the changes.
Major systems changes, of course, are huge and costly under-
takings. But let me go back to the beginning regarding problems,
what has been initiated and where the Forest Service and the De-
partment stand today.

Forest Service management had to restructure its thinking re-
garding financial management. Instead of an administrative nui-
sance which was given little priority, the agency, from top to bot-
tom had to revamp its outlook and focus on the criticality of what
financial information means, how it can be used to increase oper-
ational effectiveness and efficiency, and how it is essential to afford
Congress the basis to make informed financial decisions. A couple
of years ago, I met with the then Chief of Forest Service, Jack
Ward Thomas, and stressed these points. Mr. Thomas, a long time
Forest Service resource manager and researcher, initiated the
plans and mindset which have now been put into place as the re-
sult of our talk.

I know the current Chief, Mike Dombeck, shares this view and
recently testified before Congress that improvements are a top pri-
ority. Working in a partnership with the Department’s Office of
Chief Financial Officer and my office, the Forest Service has estab-
lished an agency-wide effort referred to as financial health initia-
tive. Forest Service management has emphasized the importance of
financial health to its line managers and developed core financial
competency training for these managers, financial staff, and others.
The Forest Service issued a financial health desk guide designed
as a reference source for all staff to use in properly recording finan-
cial transactions. The desk guide provides uniform accounting in-
structions for accounts receivable, accounts payable, real and per-
sonal property, and other transactions.

So tge Forest Service’s remedial action plan is in place, but what
about the Department? The Department decided in 1993 to develop
a new accounting system, called the Foundation Financial Informa-
tion System, to replace the general ledger in CAS. The F-F-I-S,
or FFIS as it is called, will serve the Department as a single inte-
grated financial management system and bring USDA into compli-
ance with Federal accounting requirements. The system was origi-
nally proposed to be fully functional by October 1, 1998, but has
been plagued by numerous problems and schedules have slipped.
The central segment, or core, of the system is a commercial off-the-
shelf product which has proven to work at other departments.
Problems have arisen mainly because the legacy or feeder systems
were retained and interfaced with the core package. Although the
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Forest Service regions and a research station began processing on
FFIS on October 1, 1997, full implementation of the system has
been deferred indefinitely.

The Department is working aggressively to rectify all of the FFIS
problems. In our opinion, the core FFIS general ledger system is
viable and should fulfill the accounting needs of the Forest Service
once it becomes operational, precluding the need for the agency to
develop its own system.

The foundation has been laid to correct these massive problems;
however much work remains. All components are in place. I say
that again, all components are in place or are being brought into
place to finally result in strong financial management for the For-
est Service.

Mr. Chairman, this concludes my statement and I would be
pleased to answer any questions you or any member of the com-
mittee may have at this time. Thank you.

[The prepared statement of Mr. Viadero follows:]
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Thank you, Mr. Chairman and members of the Committee. I am pleased to be
here to provide testimony about the Forest Service’s financial management.
With me today is James Ebbitt, Assistant Inspector General for Audit.

The Forest Service’s financial house is not in order.. We can assure you
that this has been the case since 1991 when the Office of Inspector General
first performed the legislatively mandated annual financial statement audit.
We can also conclude, based upon what we have learned, that it is most likely
always to have been the case. Although Forest Service management is
responsible for the development of reliable financi;l information, they are
not alone in creating the problems that have thwarted achievement of that
rudimentary goal. The Department’s Central Accounting System, which provides
general edger and financial reporting capability for the Forest Service, has
been simi]ar]y unable to generate meaningful data and this has exacerbated
the Forest Service’s predicament. I will briefly describe the problems that
exist, what corrective actions are underway, and what the future appears to

hold.
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The depth of the Forest Service’s accounting deficiencies is so extraordinary
that even the mést fundamental principles, like double-entry bookkeeping
first set forth in writing by the Venetian Monk Luca Pacioli in 1494, are not
always honored. Perhaps at the core of these problems is the long-standing
perception that management viewed itself in the role as the stewards of the
nation’s second largest aggregate land holding, and focused on all of the
attendant resource issues to the detriment of financial management. What
management did not recognize was that financial data is also a resource and
requires at least the same level of due diligence and caretaking as a Douglas
Fir or a riparian area. The accounting procedures to be used throughout the
agency have been largely left to the discretion of the Regions or even
operating units. Many of the requirements that were established were so
loose that the prospect of reliable records was rendered remote; in other
instances, meaningful measures were prescribed, but not always complied with.
This decentralized approach was not the sole cause of the inadequate
accounting but most certainly has been a significant contributing factor.
Since 0IG’s first financial statement audit in 1991 we have reported on the
lack of reliable field level data. Without consistently and properly
recorded individual transactions, summary financial information is
meaningless. In the absence of necessary documentation, financial data is
unverifiable. The so-called "audit trail" that allows auditors and managers
to trace an accounting event from authorization to completion, has been

nonexistent or severely lacking.
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I will give you just a few examples of how porous accounting practices not
only distort reported financial results but also greatly and unnecessarily

increase the risks involved in safeguarding assets.

The Forest Service is the custodian of ane of the largest assortment of
physical assets in the Government. The total value of its land, roads,
buildings, and equipment is currently reported by the Forest Service to be
nearly $9 billion. Accordingly, managing these physical assets is cbviously
a matter that warrants the highest priority. Yet the Forest Service has not
managed its property in that manner. Records have been so poorly maintained
that it was véry difficult if not impossible to determine if all assets that
should be at a location are, in fact, in place. For example, one year we
found that the Forest Service reported to the General Service Administration
that it had $9.2 billion in fixed assets while its own general ledger showed
only $3.4 billion. The risk of dollar loss is immeasurable in that kind of
environment because without reliable asset records you can’t even begin to

determine if losses have occurred or if assets have been properly deployed.

Without reliable records an entity’s financial position is unknown. In 1995,
for example, in an effort to clean up its records, one Region increased the
value of its roads by about $1 billion. Obviously the roads had not been
lost but an examination of prior year expenditure reports disclosed
innumerable miles of roads that had never been recorded to accounting
records. A recent audit report issued by the Office of Inspector General
at the Department of Transportation (DOT) stated that the Forest Service
responded to a national bridge inventory that it had about 3,000 bridges,
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whereas DOT believes the number to be twice that.

Accounts receivable is another account that has been frequently distorted.
For example, in our audit of this year’s financial statements we found that
the Forest Service had recorded a $20 million tort claim stemming from a
forest fire improperly as an account receivable in that the probability of
collection was nil. Accounts receivable are referred to as "liquid" assets
in that they are expected to be turned into cash; inflating receivables
distorts the agency’s financial picture and can impair financing decisions

by Congress because anticipated cash will not be available.

Perhaps one of the most persistent problems that has plagued the Forest
Service’s financial management concerns accounts payable. . The Forest
Service, at the operating level, has never been able to distinguish between
the recognition of the actual Tiability, the payable itself, which is to be
recognized when the ordered goods or services are received, and an
intermediary step in the process when funds are obligated but the goods or
services requested have not yet been received. Without getting into the
detail, governmental accounting principles require these actions to be
treated very differently, impacting different types of accounts. We have
found since the onset of our audits in 1991 that the Forest Service
consistently confuses these two distinct actions, with error rates as high
as 76 percent. This area epitomizes, to some extent, the institutionalized
nature of the agency’s accounting deficiencies. Since 1993, the Forest
Service has computed its accounts payable balance statistically by

identifying on its own the extent of errors likely to have occurred and
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projecting them over the universe of transactions, then adjusting the total.
This is analogous to “throwing in the towel.” Rather than correcting the

errors, the Forest Service tries to estimate how many were made.

The reliability of the Forest Service’s financial data has been further
eroded by not properly matching debits with credits and by not having
internal controls in place to preclude or detect errﬂrs. For example, in
1993, as part of the Exxon Valdez cleanup effort,l:the Forest Service
collected almost $9 million in reimbursements for its expenses and
obligations. The agency recorded this, however, as a negative adjustment to
reimbursements receivable. In other words, the records showed that the
Forest Service actually owed Exxon the $9 million. In another example, in
1992 we found that portable radios, costing between $522 and $668 each, had
been entered into the personal property subsidiary accounting system by field
unit property clerks at acquisition values of between $94 thousand and

$91 million for each of at least 11 different radios. The aggregate Qalue
per the Forest Service was $270 million at fiscal year end. Forest Service
officials could not explain why these amounts had been entered incorrectly
into the accounting system. Nonetheless, so obvious an error should have
been readily identified. Adequate controls have still not been established,
as we continue to find evidence of a lack of supervisory reviews of field

level data which contribute to poor accounting data.

Another significant financial weakness that has impacted the Forest Service’s
operations is the matter of correlating financial activity with the budget

process. In fairness to the Forest Service, it is not alone. OMB even
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deferred the requirement that agencies formally report on the reconciliation
of the two from 1994 to 1997. Some of the Forest Service’s processes are
unique, however, and have made this essential accountability nearly

impossible.

For example, we recently performed a review of deferred maintenance at the
request of Congress. In its deliberations on the budget, Congress had asked
the Forest Service to report on its backlog of unmet maintenance needs. The
Forest Service responded that its backlog was about $7.5 billion. Although
many of the outstanding maintenance needs were no doubt routine in nature,
like painting a building, others, such as bridge damage, potentially affect
public health and safety and warrant prioritized funding considerations. We
found, however, that the figure reported to Congress by the Forest Service
was not supportable and represented a series of estimates based upon varying
criteria. More importantly, perhaps, we also found that the Forest Service
could not account for maintenance expenditures because appropriations were -
received along program lines, like the "National Forest System" and not by
functional activity, 1ike maintenance. Further, as funds work their way from
the Washington Office to the specific targeted demands, such as repairing a
bridge, they are absorbed throughout the process by the overhead needs of the
Washington, Regional, and National Forest Offices. We found at the four
forests we visited in this review that overhead took between 32 and 50

percent of the funds available.
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Another method the Forest Service employs to charge expenses potentially
results in a severe distortion of the deployment of funds consistent with
Congressional infent. What [ am referring to is the Forest Service’s use of
management codes to account for expenditures along program Tines. The Forest
Service uses over 100,000 management codes agencywide, most unique to the
Jocal levels. Each management code may consist of up to 99 lines of
accounting which reflect, for example, the percentage of the distribution of
project expenses to the various accounts. Management codes may be changed
at any time without specific authorization, approval, or justification.
Changing management codes results in the reallocation of incurred
expenditures on a fiscal year basis. In other words, the capability exists,
and is insulated from scrutiny because there is no audit trail, to move
previously charged expenses from one budgetary account, where funds may have
been exhausted, to -another unrelated account which may be awash in funds.
A recent consulting report prepared for the agency concluded that this raised
"serfous credibility issues within Forest Service financial management” and
cites the perception of others that this process constitutes "cooking the

books."

Let me now transition to the Department’s National Finance Center (NFC)
Tocated in New Orleans. After the questionable accounting data has weaved
its way through the myriad of Forest Service manual and automated accounting
systems, it is input into the Central Accounting System, or CAS. CAS
processes the data into the "BUDG" system for budgetary accounting purposes
and into the "LEDG" system for financial accounting. Aithough the same

information is input, it is categorized differently; management code
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information, for example, is retained in BUDG, but not LEDG. Management
codes are initially processed by NFC by the first Tine of accounting only,
then "exploded" or distributed over the remaining lines of accounting.
Although its cause has never been established, the BUDG and LEDG systems’
results are out of balance. The so-called explosion process appears to be
one of the primary culprits. NFC has institutionalized these errors, much
as the Forest Service has with accounts payable, by running automated
adjustments to bring the two systems into balance without estab}ishing or
analyzing the causes of the differences. In 1995, for example, $55 million
in adjustments to obligations had to be made. Adjustments of this type are
clearly not reconciliations but plugs. Fund balances with Treasury also are
plugged because NFC’'s true balances are not known. In 1997, for exampie, NFC
adjusted its cash account by increasing disbursements by a net of about $1
billion and increasing its deposits by a net of about $175 million in order
to agree with Treasury records. The reasons for the differences were not
identified. CAS is poorly documented, provides for only summary, and not
detailed, data and does not meet Governmentwide accounting requirements. CAS
does not have an adequate audit trail and adjustments and so-called
reconciliations are processed extensively and without adequate support.

Simply stated, the CAS cannot produce auditable financial statements.

Problems of this magnitude cannot be fixed overnight, or apparently, over a
decade, given the glacier-like pace of the changes. Major systems changes,
of course, are huge and costly undertakings. As noted at NFC, the needs and
problems of the Forest Service are not isclated. CAS processes data for over

30 other USDA agencies. But let me go back to the beginning regarding the
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problems, what has been initiated, and where the Forest Service and the
Department stand. Forest Service management had to restructure its thinking
regarding financial management. Instead of an administrative nuisance which
was given little priority, the agency, from top to bottom, had to revamp its
outlook and focus on the criticality of what financial information means, how
it can be used to increase operational effectiveness and efficiency, and how
it is essential to afford Congress the basis to make informed financing
decisions. A couple of years ago [ met with the then Chief of Forest
Service, Jack Ward Thomas, and stressed these points. Mr. Thomas, a long
time Forest Service resource manager and researcher, initiated the p]ansrand
mindset which have now been put into place as the result of our talk. I know
_the current Chief, Mike Dombeck, shares this view and recently testified
before Congress that improvements are a top prfority. Working in partnership
with the Department’'s Office of Chief Financial Officer and my office, the
Forest Service gstab]ishgd an agencywide effort referred to as the "financial
health initiative.” .Forest Service management has emphasized the importance
of financial health 'to its line managers and developed core financial
competencies training for managers, financial staff, and others. Most staff
have now received some training geared toward .improving financial
accountability. The Forest Service issued a financial health desk guide
designed as a reference source for all staff to use in properly recording
financial transactions. The desk guide provides uniform accounting
instructions for accounts receivable, accounts payable, real and personal

property, and other transactions.
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The desk guide and training are intended to improve the quality of field
level accounting data and compliance with Federal financial accounting
standards. During FY 1997, OIG monitored field office efforts to improve
data quality. A1l units we reviewed had begun to implement national
financial health plans. While progress varied from unit to unit, all units
were actively engaged in (1) the cleanup of erroneous accounting data and (2)
improving accountability over real and personal property, accounts receivable
and accounts payable. In addition, a full-fledged agencywide inventory has
been in process for some months and is expected to be completed soon. The
Forest Service, in response to our recommendations, has also agreed to
significantly 1imit changes to management codes and to document the changes

that are made.

So, the Forest Service’s remedial action plan is in place, but what about the
Department? The Department decided in 1993 to develop a new accounting
system, called the Foundation Financial Information System, to réplace the
general ledger in CAS. The FFIS, as it is called, is supposed to serve the
Department as a single integrated financial management sygtem and bring USDA
into compliance with Treasury, OMB, and Governmeﬁtwide accounting
requirements. FFIS, which was originally proposed to be fully functional by
October 1, 1998, has been plagued, however, by numerous problems and
schedules have slipped. The central segment, or core, of thg system is a
commercial-off-the shelf product which has proven to work at other
Departments. The Department, in consultation with the user agencies, opted
to retain the legacy "feeder" systems at NFC, however, and interface them

with the core package. We have monitored the evolution of the system and

10
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have reported concerns regarding the adequacy of the system’s testing and the
problems encountered by retaining the poorly documented legacy systems. Two
Forest Service Regions and a Research Station began processing on FFIS on
October 1, 1997. Significant problems have been encountered, however, and
full implementation of the system has been deferred indefinitely. The Office
of Chief Information Officer recently contracted for an independent
verification and validation of FFIS. The contractor’s draft report indicated
that further implementation of the system, as currently configured, bears

great risk.

The contractor was aiso sharply critical of the Forest Service’s management
code explosion, referring to it as a “millstone around the neck of FFIS.®
The report noted that the process increased the difficulty in coding and
testing and has unduly saturated central processing unit time. The Forest
Service, in response to our recent interim report, has agreed to eliminate
the redistribution of expenses capability from FFIS. The Department is
aggressively working to rectify all of the FFIS problems. In our opinion,
the core FFIS system has been proven to be viable and should fulfill the
accounting needs of the Forest Service once it becomes operational. This
would alleviate any need for the Forest Service to develop its own general

ledger system.

The foundation has been laid to correct these massive problems. Much work
remains, however, but all the components are in place, or are being brought
into place, that can result in strong financial management for the Forest

Service.

11
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Mr. HorN. I would like Representative Hastings to begin the
questioning.

Mr. HASTINGS. Just really one question out of all that. I have to
say I—I was not shocked I guess, but your opening sentence of
your second paragraph was pretty strong.

But you feel that—let me just back up. In your testimony, you
suggested that this has always been the case. The Department for
‘whatever reasons, and maybe you can give me those reasons, never
wanted to address this. Why do you think that happened? Did you
pick any of this up when you were going through the books and so
forth as to why this was never done before?

Mr. VIADERO. Well, sir, I arrived in 1994. I am a career person
from the Federal Bureau of Investigation, and I arrived at the be-
ginning of fiscal 1995 and this is when I got involved in this deba-
cle of accounting, if you will, throughout the Department on a con-
solidated statement. At that time, Forest Service was not out on its
own, we had other agencies. However, for the most part, we have
been able to change those other agencies around.

We find the primary problem here is due to the legacy system
or these feeder systems. They have a system, this FFIS that we
that is down in New Orleans, and it works well. The
tith the Forest Service is this retroactive redistribution
where they go in there and it is like a shell game, we just keep
moving the dollars around, but yet, we do not get a true picture
of what w lf have done. They went on line, as I mentioned, on this
FFIS, with about three or four regions October 1, 1997, and they
have not received—I repeat, have not received any management re-
ports or financial reports out of this system because of this retro-
active redistribution. That is the cause of this massive delay.

We notified the Secretary last week that the Forest Service could
possibly be antideficient. I had to do that as the chief auditor for
this Department, to let it out there and let it be known that we
might be looking at some significant issues here in antideficiency,
since there is no basis in fact through the accounting records to de-
termine what has been spent this year.

Mr. HASTINGS. Is there anything that Congress can do? I assume
there will be something that will come to us—that we should be
doing that we are not doing?

Mr. VIADERO. Well in answer to that, Congressman, we got the
attention of the Forest Service, we have their attention. Now their
hearts and minds will follow, I assure you. To that extent, what we
are looking at is that the system which is in place, works. We have
gotten them to get rid of this retroactive redistribution, all of these
management codes. The system in place works. We want debits
and credits. To me, this is a no-brainer, debits equal credits, since
1494. They have not been able to get that through yet. In the last
6 weeks, they have scrapped their retroactive redistribution and
with that, we hope now that all of these feeder systems that go into
the central accounting system, this FFIS down at the National Fi-
nance Center, that is all it does is record debits and credits.

You know, we can massage things out of debits and credits into
any form anybody wants, but from the auditors’ opinion, so we can
report back to you, our chents the IG’s client of course is the Con-
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greess_ and the people, exactly the financial position of the Forest
rvice.

Mr, HASTINGS. One last question. In your view, would you sug-
gest to us or advise the Congress that we be wary of whatever
numbers come out of the Forest Service in this regard, as to budg-
etary items, cost items, so forth?

Mr. VIADERO. Well, I could not advise you to the contrary, Mr.
Congressman. Mr. Ebbitt informed me on the way out here that on
Friday afternoon, the fiscal 1997 financial statements were finally
presented to us and those were basically due to us December 1. So
we are about 7 months behind the curve on that, and that is part
of the department’s consolidated financial statement, which I will
review next week and hopefully get out next week.

I just want you to understand the IG’s office is not the cause of
the delay of these financial statements.

Mr. HasTtings. OK, thank you very much, Mr. Viadero.

Mr. VIADERO. Yes, sir.

Mr. HORN. Well, it is a great pleasure to have you here, Inspec-
tor General. I recall that back about 3 years ago, you chaired the
debt collection group of the chief financial officers and I was glad
to put that into legislation and I stole every word you suggested
and we now have it as law of the land, and I think it is a major
contribution to getting the deadbeats to pay back their debts that
they owe to the Federal Government, namely the taxpayers.

So thank you for coming. And I guess after listening to you and
your common sense view and your no-holds barred, I am tempted
to ask Mr. Ebbitt, after doing the audits, are you also his food tast-
er in the Agriculture cafeteria. [Laughter.]

Mr. VIADERO. He starts the car though.

Mr. HORN. Who eats first, I do not know.

Let me just go through a few questions here that interest me, be-
fore you leave.

The Forest Service predicts that its new financial management
system will be in place by September of this year. Do you have any
confidence that will occur?

Mr. VIADERO. None whatsoever.

Mr. HorN. OK. I am glad we did not have a lot of qualifications
on that answer. [Laughter.]

I think we know %rom your testimony why the Forest Service
cannot seem to implement the same financial system, but this de-
centralization bit that you mentioned, have you looked at it strictly
in at least a few cases of what the region or what the particular
forest has in accounting? Do they have any systems that give them
timely information as a manager of the resource?

Mr. VIADERO. I am going to ask Mr. Ebbitt to give me a hand
on this one.

Mr. HorN. OK. Mr. Ebbitt.

Mr. EBBITT. Thank you, Mr. Chairman.

Essentially, decentralization in and of itself is not really the
problem, if you have strong management controls overseeing the
process. But the Forest Service has not had that. So while you can
continue with a decentralized approach, which the Forest Service
has to do since they are so widely distributed, you have got to have
strong controls in place.
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I think they are making some progress to address that situation.
With our assistance, they have come out with a desk guide that is
supposed to be out there in every forest, every district, that the
person that is inputting the data at the front end can open the
pook and look at it and say how do I treat an accounts receivable,
how do I treat an accounts payable and so ou. So hopefully. you
will get some standardization through that kind of a process. That
is what you have to have.

Mr. HoRrN. Yes. So your answer would really be on the decen-
tralization, you hope that that data base will be really worked
through at the departmental level, but be, I would hope, manage-
{)neélt purposes for the local officials that have to administer a

udget.

Mr. EBBITT. Absolutely. I mean it really cannot work in any
other fashion. It starts there at that district office level where the
information is needed, but then it has got to be consolidated into
the department’s and the Forest Service’s overall report and you
hia_via1 g(i)t to have strong controls at the front end to get that accom-
plished.

Mr. HORN. Every executive job I have ever had, I had the con-
troller or the chief financial officer give me a statement every
month which showed percent of fiscal year elapsed and percent of
money spent by category, be it a programmatic or a functional cat-
egory. Does the Department of Agriculture have that?

Mr. EBBITT. Mr. Chairman, you would be a disappointed chair-
man of the board with the current state of affairs in the Forest
Service, because you would not get those reports. That is exactly
what is not happening now. The central accounting system cannot
produce those kinds of reports. The new system, the Foundation Fi-
nancial Information System, hopefully will be able to do that in the
future, but when we left town last week, as of last Friday, such a
report for the two regions and the lab station that is currently
using FFIS, were not available yet for the current fiscal year. That
calls into concern the antideficient situation that the IG mentioned.

Mr. HorN. I was going to follow up on that and you led me to
it, in terms of the Anti-Deficiency Act. That is a very serious situa-
tion, as we all know. The law has been on the books for at least
100 years, has it not? And I do not know if any cabinet officer has
ever gone to jail but there are—and I am not sure if there are puni-
tive actions, I believe there are, it is just the U.S. attorney has not
brought them or the President has called them off, or something
like that.

But what can you tell me about that act?

Mr. VIADERO. Well, again, we are not stating that in fact the For-
est Service is antideficient, but here we are in the fourth quarter
of the fiscal year and not one management report has been let on
what the Forest Service’s actual expenditures are, and that is from
the chief accountant of the department, the chief financial officer,
if you will. So the Forest Service is dealing with off-line systems
to manage their funds at this time, and that is just a deplorable
condition.

I can tell you that as the manager of the Office of Inspector Gen-
eral, I get monthly management reports. I want to know how far
into the year I have spent and what is left over and if we have to
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move funds around, we will move them around, especially in the
fourth quarter. In the Forest Service, we just do not know what is
there because these folks—and this is not their fault necessarily—
these folks just have not been given timely and/or accurate infor-
mation.

Mr. HORN. Well, you know, it reminds me of what I did with
money in the final quarter of a fiscal year. You can make up for
a lot of things you really have not been able to expend during the
year, because you have got an ongoing base program. But then you
get into something like weeds, and if they had those data, they
could redirect, reprogram money in the last month of the fiscal
year and solve a lot of these proglems that sort of creep up on you
unless you do something about them. That is why good manage-
ment cannot occur unless you have good accounting.

At this point in the record, without objection, I am going to put
a section from the Congressional Research Service on the Anti-Defi-
ciency Act, just for the education of those who will read this hear-
ing.
[The information referred to follows:]
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H. Antideficiency Act
Statutory Intent and History

The so-called Antideficiency Act (33 Stat. 1214, and 34 Stat. 27; 31 U.S.C.
1341-42) actually consists of a series of provisions and revisions incorporated
into appropriations laws over the years, relating to matters such as prohibited
activities, the apportionment system, and budgetary reserves. These provisions,
now codified in two locations in Title 31 of the United States Code, continue to
play a pivotal role in the execution phase of the federal budget process, when
the agencies actually spend the funds provided in appropriations laws.

The origins of the Antideficiency Act date back to the nineteenth century.
The initial portion, enacted in 1870 as Section 7 of the General Appropriations
Act for Fiscal Year 1871, provided:

... that it shall not be lawful for any department of the government to
expend in any one fiscal year any sum in excess of appropriations
made by Congress for that fiscal year, or to involve the government in
any contract for the future payment of money in excess of such
appropriations. (16 Stat. 251)

The intent was to prevent expenditures in excess of appropriations. Section 5
of the 1870 law also addressed the issue of congressional controls over budget
execution, though not the question of preventing deficiencies. Instead, it
provided that unexpended balances of appropriation accounts could only be
applied to payment of expenses or contracts incurred during that year.

Major legislative provisions, often referred to as the Antideficiency Acts of
1905 and 1906, sought to strengthen the prohibitions of the 1870 law by
expanding its provisions, adding restrictions on voluntary services for the
government, and imposing ¢riminal penalties for violations. Most importantly,
the laws established a new administrative process for budget execution. This
process, which remaips in use today, i3 termed "apportionment" and results in
the distribution of the budget authority provided in appropriations law to the
agencies in jnstallments, rather than all at once.

In order to provide against disproportionate spending rates by agencies, the
1905 legislation mandated that appropriations be "so apportioned by monthly
or other allotments ag to prevent undue expenditures in one portion of the year
that may require deficiency or additional appropriations to complete the service
of the fiscal year .. However, the fiscal discipline of this provision was
weakened by language sllowing apportionments to be "waived or modified in
specific cases by the written order of the head of the Executive Department or
other Government establishment having control of the expenditure...." (33 Stat.
1257-58).

This exemption fram apportionments by written order provided a broad
laaphole, widely used by department heads. The 1308 revision sought to tighten
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the waiver language by stipulating that apportionments could not be waived or
modified "except upon the happening of some extraordinary emergency or
unusual circumstance which could not be anticipated at the time of making such
apportionment" (34 Stat. 48-49). Moreover, any waiver or modifieation of
apportionment was to be justified in a writing and communicated to Congress
"in connection with estimates for any additional appropriations required on
account thereof.”

In 1933, with Executive Order 6166 issued pursuant to the Economy Act
of 1933 (48 Stat. 16), authority for "making, waiving, and modifying
apportionments of appropriations" was transferred from agency heads to the
Director of the Bureau of the Budget (BoB). However, BoB had earlier exerted
control by administrative means, such 88 & circular directing each agency to
estimate an indispensable level of funding to carry out its activities, Following
review by the Bureau and approval by the President, the remainder of the
appropriation, or estimated savings, was to be designated a “General Reserve.”
So, the apportionment process came to have two objectives: to prevent
deficiencies and to effect savings.

The continuing growth and complexity of the federal budget strained the
existing system of administrative controls over funds. Eventually, another
substantial revision, of Antideficieney Act provisions occurred in 1950 (P.L. 81-
769, 64 Stat. 595), largely based on recommendations in a report to Congress
from the Bureau of the Budget and the General Accounting Office.!

The BoB/GAO report suggested that changing conditions during the fiscal
year would always require some readjustments, but such changes could be
expected to result in surpluses as well as deficiencies. The 1950 amendments
incorporated this view and, for the first time, provided a statutory basis for
budgetary reserves. The amendmente also expanded upon the provisions of
earlier regulations by stipulating four justifications for establishing reserves: (1)
to provide for contingencies, and to effect savings whenever savings are made
possible by or through (2) changes in requirements, (3) greater efficiency of
operations, (4) or other developments subsequent to the date on which such
appropriation was made available. The 1950 amendments further spelled out
more detailed instructions for the operations of the apportiontment process
beyond the establishment of reserves, and for subdivision of apportionments at
the agency level.

In the mid-1950s, Congress enacted a provision relating to the
administration of the apportionment system by the agencies. This 1956
amendment simplified agency systems for subdividing funds by eliminating

! Report and Racommendations by the Director of the Bureau of the Budget and the
Comptiroller General of the United States with respect to the Antideficiency Act and
Related Legislation and Procedures. Submitted to Senator Styles Bridges, Chairman of
Appropriations Committes, June 5, 1947. Typed manuscript. 35 p. Cited by Louis
Pisher, Presidential Spending Power, (Princeton, NJ: Princeton Universty Press, 1975),
p. 155.
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multiple pockets of funding sutbority, known as "allowances,' so that
administrative controls in the apportionment system would consist solely of
allotments (P.L. 84-863, 70 Stat. 782). The following year, provisions relating
to the apportionment system were further revised. The effect of the changes
was to prohibit the request for apportionments or reapportionments
necessitating a deficiency or supplemental estimate unless the agency head
determined that such action fell within the exceptions expressly. set out in the
law (71 Stat. 440).

Major Provisions

There are four main types of prohibitions contained in the Antideficiency
Act, a3 amended: making expenditures in excess of the appropriation; making
expenditures in advance of the appropriation; accepting voluntary service for the
United States, except in cases of emergency; and making obligations or
expenditures in excess of an apportionment or reapportionment, or in excess of
the amount permitted by agency regulation.

The limitations on expending and obligating amounts (31 U.S.C. 1341)
prohibit an officer or employee of the United States government or of the
District of Columbia government from:

e Msking or authorizing an expenditure from, or creating or
authorizing an obligation under, any appropriation or fund in excess
of the amount available in the appropriation or fund unless
autborized by law; and

s Involving the government in any contract or other obligation for the
payment of money for any purpose in advance of appropriations
made for such purpose, unless the contract or obligation is
authorized by law.

The limitations on voluntary services (31 U.S.C. 1342) prohibit an officer or
employee of the United States government or of the District of Columbia
government from accepting voluntary services for the Untied States, or
employing personal services in excess of that authorized by law, except in cases
of emergency involving the safety of human life or the protection of property.

An entire subchapter (31 U.S.C. 1511-1519) deals with the apportionment
gystem. It contains provisions for definitions and application, for apportionment
and establishment of reserves, for officials controlling apportionments, for the
administrative division of apportionments, and for authorized apportionments
necessitating deficiency or supplemental appropriations. The subchapter further
provides for exemptions, prohibited obligations and expenditures, and sanctions
entailing adverse personnel actions and criminal penalties. The subchapter does
not apply to Congress (the Senate, House of Representatives, congressional
committees, a Member, officer, employee, or office of either House of Congress,
or of the Office of the Architect of the Capitol) (31 U.S.C. 1511(b}(3)).
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: The central enforcement provision is found in Section 1517. An oft
employee subject to apporticnment is prohibited from making obligation.
expenditures in oxcess of an apportionment or reapportionment, or in excess ¢
the amount permitted by agency regulation. Violations are pumishable by
appropriate administrative discipline, including possible sugpension from duty
without pay or removal from office (Section 1518), and/or by criminal penalties,
including a fine of not more than $5,000, imprisonment for not more than two
years, or both (Section 1519).

Discussion

The framework for the apportionment process, as refined in the 1950
amendments, remains the basis for federal budget execution. However,
evolution of the process continues, occasionally being modified by statute or
executive order, but more frequently affected as a result of agency regulations,
decisions of the Comptroller General, and other legal opinions.

The Impoundment Control Act (Title X of the 1974 Congressional Budget
and Impoundment Control Act, 88 Stat. 297) amended the 1950 language
regarding budgetary reserves in an effort to tighten control over executive
branch discretion. The 1974 legislation served to delete the ‘“other
developments” justification contsined in the 1950 amendments. Henceforth,
reserves were to be established "solely to provide for contingencies, or to effect
savings whenever savings are made possible by or through changes in
requirements or greater efficiency of operations” (88 Stat. 332). Under the 1974
law, veserves were to be considered as a type of deferrsl, or temporary
postponement of spending, in contrast to a recision, or permanent cancellation.?

The prohibitions in the Antideficiency Aet against spending monies in
advance or in excess of appropriations sometimes lead to “funding gap”
situations—when action on appropriations mesasures is not completed before the
start of the new fiscal year and interim continuing resolutions lapse or are
themselves delayed. For many years, agency officials generally maintained
operations during periods of expired funding, while attempting to cut or
postpone all non-essential obligations. Such action, while in technical violation
of the Antideficiency Act prohibition on incurring obligations from Congress,
was usually redressed by passing continuing resolutions effective retroactively
to the beginning of the fiscal year.

The situation changed in the early 1980s with the issuance of two opinions
by Attorney General Bepjamin Civiletti concerning implications of the
Antideficiency Act in instances of funding gaps.” According to these opinions,

2 A restatement of deferral authority was provided in the Balanced Budget and
Emergency Deficit Reduction Reaffirmation Act of 1987 (101 Stat. 785-786).

3 rnpApplicability of the Antideficiency Act Upon & Lapee in an Agency’s
Appropriations,” 4A Op. 0.LC. 16 (1980); "Autharity for the Continuance of Government
Functions During & Tamporary Lapse in Appropriations,” 5 Op. O.L.C. 1 (1981).
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when apptopriations lapse federal managers are to act immedjately to terminate
the agency's normal operations in an orderly way; however, various exceptions
in the Antideficiency Act allow some functions to continue. The Attorney
General also stated that the Department of Justice would strictly enforce the
criminal provisions of the Act in cases of future violations.*
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4 See U.S. General Accounting Office, Funding Gaps Jeopardize Federal Government
Operations, PAD-81-31, (Washington: GAO, 198]). The 1980 and 198] Opinions of the
Attorney Genersl are included as Appendices. The Budget Enforcement Act of 1990 (104
Stat. 1388-573), amended Title 31 to further himit voluniary services allowable under the
Antideficiency Act.
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Mr. HORN. Your testimony said that in the accounts payable
area, the Forest Service has an error rate of 76 percent and what
is the consequence of that high error rate?

Mr. EBBITT. Mr. Chairman, the primary issue is that in the final
analysis, the Forest Service does not know what payables they
have. It gets back to the main problem of when is a payable a pay-
able. It should not be a payable until you have the goods and serv-
ices in hand. The Forest Service does not do their business that
way. They record it as a payable when an order is placed although
the order may not be delivered for some months, and perhaps lapse
over into the next fiscal year. You cannot keep your books that
way.

So when the Forest Service attempts then to project what they
think payables are, it is a crazy system, they are trying to make
a projection based on mistakes that are found, to clean up the sys-
tem. It makes no sense. You cannot put any faith in the number
whatsoever.

Mr. HorN. I think in the first part of this hearing in Bellflower,
we had a couple of outside witnesses say that the budget people
and the financial people are usually in different buildings and even
in different cities. Is there any talking between the budget group
and the financial group?

Mr. EBBITT. Well, I think it is obvious, there really has not been
enough talking. Over the years, in the Forest Service, one of their
main problems has been personnel in this area, in the financial
management arena. For the last 9 months essentially, there has
not been a CFO at the Forest Service, there has not been that per-
son at the top directing the financial management activities of the
Forest Service. They have been working to fill that position and I
understand that either perhaps this week or very soon a new CFO
is about to come on board. But that has got to occur, they have got
to get these folks talking together.

Mr. HORN. That error rate, is that consistent with error rates in
other bureaus or administrations of the Department of Agriculture?

Mr. VIADERO. Well, we are very happy to state that the Forest
Service is out on their own with that particular error rate.

Mr. HORN. They are the winner.

Mr. VIADERO. Nobody else comes near it.

Mr. HORN. Sort of something patriotic about 76.

Mr. VIADERO. Yeah, they got the prize, sir.

Mr. HORN. Well, the British are coming, Forest Service.

Mr. VIADERO. I have got the lamps ready.

Mr. HogN. Let us see what happens.

The subcommittee received word about missing firearms at the
Forest Service. Are you aware of any such problems?

Mr. VIADERO. I became aware of them at--last Wednesday after-
noon in Glynco, GA, at the Federal Law Enforcement Training
Center. A message was passed on to me that there appeared to be
missing firearms and/or lost or stolen, for lack of a better term. I
met with Mr. Ebbitt, the assistant IG for audits, and I spoke with
John Novak, who is the acting IG for investigations, to put an
audit plan together and we are about to go out nationwide and we
will go out to the Forest Service and see what weapons are on the
books and records and where they are. Any weapon that is not
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found, that is either lost or stolen, we will enter into the National
Crime Information Center, which is NCIC, that the FBI runs. If
anybody does come up with it, it will be stolen Government prop-
erty and it will be a felony, whether that person be a Government
employee or not. That is a quick way to ensure that all the guns
come up.

Mr. HORN. Are there any national inventory recerds of how many
guns are supplied and budgeted to various forests? I did not know
we were really in the gun business either until—

Mr. VIADERO. Well, sir, I conduct—as the Chief, Office of Inspec-
tor General, as you know, we have the aggregate of the special
agents assigned to Agriculture, we do annual weapons inventories.
That is a carryover from my FBI days. The Forest Service I under-
stand does have an inventory. We will have to take their inventory,
see how current it is and roll it forward.

Mr. HORN. Well, at least, they will not get to the lost missile
launcher by the Pentagon, so maybe we are lucky.

Mr. VIADERO. They might have one of those too, sir, I do not
know. [Laughter.]

Mr. HORN. Are they using .45’s, .38’s or what?

Mr. VIADERO. They are—right now they are all scheduled to be
Glock model 19, 9 millimeters.

Mr. HORN. We get classier and classier.

Given the Forest Service’s poor record on financial management,
do you have confidence that the recreational user fees will be used
for their stated purpose?

Mr. VIADERO. At this time, sir, I have no confidence in anything
until I get some reports out of the system. But I would also like
to tell you I personally have not been involved in the recreational
user fees and I think I might be misleading you if I made a conclu-
sion either way.

Mr. HoOrN. Well, do you think you might want to put it on your
agenda of things to do? I realize you have priority one and priority
two, I understand that. But we are now getting some real money
into these accounts and it is something your office might want to
take a look at.

Mr. VIADERO. It will definitely come up as part of the financial
review for fiscal 1998, yes, sir.

Mr. HORN. Good. Any other questions?

Mr. HASTINGS. No, I do not.

Mr. HORN. Well, we thank you very much, both of you, for com-
ing out this way. Hope you enjoy the drive through the forest back,
if you are headed for Seattle.

Mr. VIADERO. It is a great country.

Mr. HORN. It is. All that clean air is getting to me. I like to feel
air, you know, grab it.

Mr. VIADERO. Unfortunately we got caught in the rush hour last
night.

. Mr. HogrN. Did you? Yeah, they have bumper to bumper prob-
ems.

Mr. VIADERO. Both Mr. Ebbitt and myself thought about what it
will be like next Monday, just leaving the building to go home. We
look forward to seeing you next week.
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Mr. HASTINGS. I would just simply say the problem you had last
night is one more difference between eastern Washington and west-
ern Washington.

[Applause.]

Mr. VIADERO. I come from the south Bronx, not the Bronx, so I
will leave that one alone. [Laughter.]

Mr. Horn. OK, thank you, gentlemen, appreciate it.

Now we will get back to our panel and we appreciate your pa-
tience and indulgence, but that was very important information, as
I think most of you will agree, that we have on the record. And it
was new to most of us.

Mr., HASTINGS. It absolutely was new.

Mr. HORN. So that is why we have inspectors general, that is an
office established by Congress 20 years ago and they do a superb
job of keeping things honest.

So let me—did you have some further questions?

Mr. HASTINGS. I just wanted to ask one question of Ms. Kennedy.
In your statement, and you kind of went through it very quickly
and that was I think a sense of frustration that you have with the
environmental assessments and the time that that takes in order
for the Forest Service to respond to a new noxious weed that comes
in. Could you kind of walk us through what that process is?

Ms. KENNEDY. Yes. Basically 1 will give you the orange and
metal hockweed example. We originally found that in 1995, we got
the reports from Idaho because they are losing 30,000 acres. We
wanted to get right on top of it right away. We found our largest
infestation on Forest Service land. We got in touch with them right
away, asked them to—you know, we gave them the information,
told them that a herbicide is the best method for this particular
spe((iies because it spreads by roots, root fragments, and also by the
seeds.

They at that point started their environmental assessment and
due to lack of funding and due to the entire process——

Mr. HASTINGS. Let me interrupt you just a moment. Now by law,
the Forest Service has to go through this environmental assess-
ment.

Ms. KENNEDY. Yes.

Mr. HASTINGS. It is not something—it is by law that they have
to do this.

Ms. KENNEDY. By law, they have to do this, they have to be real
site-specific, because of the NEPA documentation, the NEPA law.
So they have to go out and look at the site, do all the site prepara-
tion and analyze the site. Due to lack of funding over the last—it
has taken them 3 years. Basically it has taken them 3 years and
a cost of $50,000 in order to get that one environmental assessment
completed. This is the first year—just 2 weeks ago was the first
herbicide treatment that they applied to the orange and metal
hockweed. Unfortunately, with a plant that spreads the way that
that one does and it is in an area where recreation is up there,
wildlife is up there, those seeds were spread, and now some of that
hockweed has moved outside of the boundary of that EA, so an-
other EA is going to have to be completed in order to get those sat-
ellite infestations. It is devastating when something takes that long
in order to get approved when, like I said earlier, their entire 500
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or 600 acres could have been treated for less than $1,000. It is a
lot of money for paperwork with no implementation on the ground.
It is devastating.

Mr. HORN. I must say, I grew up on a ranch, I still have it, but
hoc‘}(weed I am not familiar with. Could you sort of describe it to
me?

Ms. KENNEDY. It is a new infestation. It looks a lot like a dan-
delion when the flowers actually——

Mr. HorN. Those I am familiar with.

Ms. KENNEDY. Right.

Mr. HorN. Five hundred in my backyard.

Ms. KENNEDY. There you go, that is it. Once they flower, they
have got that little parachute that can blow in the wind for miles.
It adheres to wildlife. It has got a hairy stem to it, it is very easy
to control, but the biggest thing is you have got to get on it right
away because if it is let go, the rosette causes very severe matting
problem where seedlings cannot grow, nothing will grow in be-
tween it, it will choke out everything.

Mr. HORN. They just soak up all the water too.

Ms. KENNEDY. Right.

Mr. HORN. And how high do they get?

Ms. KENNEDY. They get—it depends. The more moisture, they
could have healthier plants—but between 6 to 12 inches tall. Some
of the metal hockweeds, about 15 inches tall.

Mr. HORN. Interesting.

Mr. HASTINGS. One more question, if I may, Mr. Chairman. Mr.
Gladies, in view of just the previous testimony that you heard from
the IG and in looking at your testimony where you have a lot of
graphs, you alluded to several of them in your testimony, does that
cause you some discomfort now, what you heard with what you are
comparing with as to costs and expenditures and so forth?

Mr. GLADIES. Yes and no. We in the industry that track timber
look pretty close at the records and we believe that the Forest
Service timber records are fairly accurate, although we do differ in
how much volume they sell, because cruising versus scaling gets
different results.

But I have got to tell you, listening to the IG, I am struck—and
listening to Mr. Williams’ discussion, there is a lack of account-
ability in the Forest Service. In private industry or in most State
and local governments, if there were those kind of discrepancies,
the employees would not be there. That does not happen in the
Federal Government, and I believe, having been a Federal em-
ployee, that that rests at the feet of Congress. There has not been
a lot of oversight when there are discrepancies found and there has
not been a lot of personal consequence.

Now none of us like to say well, you have got to fire somebody,
but I have got to tell you, when that kind of money cannot be
tracked, I think Congress ought to be doing more oversight with
the agency.

Mr. HoRN. Well, I can assure you we do our best at Government
Reform and Oversight to make up, because the authorization com-
mittees and the appropriations committees are very busy through-
out the year both with policy questions and the actual allocation
of money. So we have got about eight subcommittees on our full
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committee that try to make up for that. Some people have said we
ought to move to a 2-year budget and then the authorization and
appropriations committees could spend 1 year going out to look at
operations sc they would know more for the year they have to
make judgments. And it is not a bad idea, but I do not know that
it is ever going to happen.

Mr. GLADIES. If you read back into the history of the Forest Serv-
ice and you read the personnel performance reviews that were done
in the early Forest Service by Gifford Pinchot, there were rangers
and supervisors that were terrified because they were very blunt,
what they found, what they liked, what they did not like. That does
not happen within the Forest Service personnel system anymore,
of really writing out discrepancies and rewarding, you know, per-
sonnel victories and good performance.

When you have a supervisor who no longer has within his annual
performance review targets that say this is what you are supposed
to produce and did you or did you not, that is a prescription for not
getting a lot done. The agency has gone from, in many instances,
an agency that did things on the ground to one that plans. Well,
planning is pretty hard to run through a performance evaluation,
and I personally believe that a little more attention to producing
tar%ets—and this Congress walked away from timber targets in the
early 1990’s and said we are not going to hold regional foresters
to a level—you know it is pervasive within the system to just say
well, we will produce whatever we produce. That is not a good way
to get things done. In any organization that is successful, they have
some pretty hard targets and goals and within the Federal Govern-
ment, within the Forest Service that I am familiar with, we have
lost that. And I am no longer an employee, but it hurts when I
hear some of the stuff that I heard from the IG today.

Mr. HASTINGS. I do not have any more questions, Mr. Chairman.

Mr. HoORN. I thank the gentleman for that line of questioning.

Let me go through a few sort of summary things here. Remind
me how many here were opponents of the recreational fee? One,
two, three. And over here, you are supporters of it? I just want to
get it straight—with or without reservations.

So here is the question to both groups—if we do not have the rec-
reational fees, who—and we are trying to balance the budget,
which we are and it has not happened since 1969, but we are seri-
ous on getting surpluses and also retiring a $5.3 trillion national
debt. And that is what we will do with at least half of the surplus,
I think that Representative Hastings would agree, that is certainly
how a majority feel on our side.

Now where should the additional revenue for forest amenities
come from, given the importance of-—and the interest of people in
recreation and especially those in large urban areas, even smaller
towns nearby that would like to take advantage of the forest, not
on the timber side but more on the recreational side? Any ideas
where the money ought to come from? Mr. Tingelstad.

Mr. TINGELSTAD. Well, I do not think there is a question person-
ally of whether there is enough money. I think the problem is how
the money is being allocated. As far as where the money comes
from to run the forests, from what I can see, logging has hardly
been the financial boost that I hear some people seem to say that
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it is. In fact, it seems as though it has cost the American taxpayer
hundreds of millions of dollars. I think that if they had broke even,
and not lost hundreds of millions of dollars, that would have
been—they could have cleared a lot of trails with that.

I also think that—real briefly—that a lot of money is spent, and
a large amount of money is spent, such as $3.3 billion of our tax
dollars in just 5 years, to benefit huge timber and forest companies
like Weyerhauser and Georgia Pacific. There are example after ex-
ample of corporate welfare. I think that there is an awful lot of
money out there going in an awful lot of directions that people
have no idea. McDonald’s gets millions of dollars, Gallo Wines,
California wineries, get millions of dollars to advertise overseas.
The list is long. They estimate—this is Common Cause—that cor-
porate welfare alone will cost the American taxpayers $265 billion
in the next 5 years. That is a lot of trails and restroom facilities
for the Forest Service, if I am not mistaken.

The amount of money that it takes to run the Forest Service is
minuscule when you compare it to figures like those. I think the
money could be found without charging the public.

Mr. HORN. Mr. Mitchell.

Mr. MitcHELL. Well, I think that it is desirable that the National
Forest System continue to be managed as part of the national in-
frastructure, as it was originally envisioned to be, by Teddy Roo-
sevelt and Gifford Pinchot and a number of other visionaries of
that time. The general appropriations route, I think, is a proper
route.

In terms of losses, I think it is kind of a matter of pick your poi-
son. Timber is going to lose you—the timber program of the Forest
Service is going to lose you in totality about $2 billion a year, if
we continue to do it. That is in appropriations. The recreation pro-
gram is going to be about $230-$240 million, so there is a dif-
erence almost of an order of magnitude between those two figures.

The Forest Service itself, and the citation is in my written testi-
mony, they project that by next year, the year 2000—well, a year
and a half—that the recreation, and particularly hunting and fish-
ing on the national forests, is going to generate 31 times the rev-
enue to the American economy that the current timber program
does and it is going to generate 38 times more jobs than the timber
program does. So for a rather small investment in maintaining all
of the other multiple uses except for the timber program, we can
be producing a lot more goods and services, if you want to look at
it from that point of view.

So I say cut the big loss and we should continue to fund it
through appropriations.

Mr. HORN. Mr. Silver.

Mr. SILVER. According to the Forest Service’s own estimates, once
fee demonstration becomes permanent and no longer demonstra-
tion, we will raise $300 million over the first 6 years of its imple-
mentation, it amounts to $50 million a year. That is trivial.

Basically, fee demonstration is as I said before, a referendum to
see if we want to manage our forests as a pay-for-play recreation
playground. The American Recreation Coalition, which has worked
for 20 years to get us to this point, is a group that is basically rep-
resenting the interests of motorized recreation, representing the in-
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terests of developers, the Disney Corp., Chevron, Exxon, and basi-
cally is representing a whole new group of people looking at our
public lands as an opportunity to make enormous investments and
enormous returns on their private capital.

Fee demonstration is not an issue of raising money for trail
maintenance. The amount of money we are talking about is truly
minuscule. But the big money will come once you start coming up
with new products, eco-tainment, edu-tainment, recre-tainment.
That is what is driving it and that is why we have a private cor-
poration representing 120 corporations, paying to implement this
program,

So it is just not about raising $50 million a year. It is about a
new management paradigm, industrial strength recreation as the
next extractive use of our public lands.

If paying a fee were to protect our land from privatization, I
would pay the fee gladly. But paying the fee is basically the way
to privatize our land now and it is the last thing in the world that
I am prepared to do.

Thank you.

Mr. HORN. Ms. Burke.

Ms. BURKE. Well, I do not think our association is opposed in this
country to a privatization of a lot of things. But to look at where
the money should come from to provide to the public those things
it wants from the forests—I understand the public thinks it owns
the Forest Service land and it uses it for many different purposes.
But the people in my business pay the Government and we always
have. We pay for a certain precise renewable product, it is not ex-
tracting, it is a renewable product, that we manage usually in con-
junction with our own ranches and we have to manage them to-
gether because your requirements on us are more onerous certainly
than our ability to have our private management considered by

you.

But I think basically if the costs were allocated to the bene-
ficiaries, as we said to begin with, that is a very helpful point of
departure. Second, I think we need to separate out those costs that
are not to the development of the product, whether you are talking
about timber or grazing or recreation, but those costs that are say,
accrued to litigation, those costs that accrue to other things I un-
derstand the Forest Service has to do, like manage for the Endan-
gered Species Act and manage for the Clean Water Act. The man-
agement that is going on in the Wenatchee Forest, for example, is
probably more burdensome because of those two acts than it is for
equipment. So we would just call that to your attention.

I was encouraged to hear what you heard this morning about the
accounting procedures and I think if those come, you know, to fru-
ition, I certainly think, Congressman Horn, you will see that they
do, that then you will have a better answer to that question. Who
is the beneficiary and really what is the cost that they need to pay.

Mr. HORN. Thank you. Ms. Kennedy.

Ms. KENNEDY. Mine will be short and sweet. Basically I believe
that we would support this because it would share the burden of
sharing that land. You know, people and wildlife are the main
spread of noxious weeds. I am focused on that, I cannot get away
much from that. Right now, the Forest Service budget is very low
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in controlling those noxious weeds and I do believe that this might
be a way of sharing some of that burden and getting the work done
on the ground that is needed before we do not have any recreation
land, timber land or ecosystems left in this area.

Mr. HORN. Mr. Williams.

Mr. WiLLIAMS. I guess I am a little confused by some of the com-
ments, so I want to step back just a little bit and basically point
out that not all forests have this opportunity for developed recre-
ation that might result in however many billions of dollars have
been mentioned. I am speaking kind of specifically about the
Colville Forest. My understanding is that the recreation in that
area is defined as something like dispersed or semiprimitive. We
would never have the opportunity, probably because there are no
really fancy things for folks to come and look at, to have a destina-
tion resort, probably. Depending on what the feature is that folks
are coming to visit, maybe there should or maybe there should not
be a fee. I am kind of ambivalent on that.

However, I do want to point out that on the Colville Forest in
particular and I think most national forests, some 90 percent of the
recreational activities originate from a road. Those roads largely
were built through the timber sale program. Now, during timber
sales there is Knutson-Vandenberg money set aside to do certain
things as mitigators for the project. What I am suggesting to you
is a large part of what we have already got in place was funded
either directly or indirectly by the timber sale program. Why just
throw that out the window, No. 1. No. 2, with regard to the com-
ments that have been made stating that we should not have a tim-
ber sale program, the option other than trying to actively manage
to vegetative manipulation may include something like prescribed
burning, which is a cost item, there is no income there, or you let
it go and take your chances. Then you are going to end up probably
with large suppression expenses like we had in the Wenatchee
area.

I would also like to point out that natural is not necessarily
where we are—it will not supply some of the conditions that are
being implemented, or standards that are being asked for under
laws such as the Clean Water Act, and a quick illustration with re-
gard to that would be—and this is not totally set, the scientists are
still debating it—but in the interior forests we have some 4 to 10
times as many trees per acre, as much vegetation as we had prior
to European settlements. One of the critical impactors on bull trout
is the temperature of streams. Temperature rises when the flows
of streams during summer months decreases. There is a debate
whether this additional vegetation through evapo-transpiration is
lowering the summer low flows and hence causing bull trout to
have a tougher time regenerating. We are going to have to manipu-
late our vegetation. Let us try to do so with less expense and let
us not throw out what has subsidized pretty near every other activ-
ity, recreation, research and otherwise, on the national forests,
which is timber sales.

Thank you.

Mr. HogN. Mr. Gladies.

Mr. GLADIES. Mr. Chairman, a couple of things. Some of the data
that Mr. Mitchell talked about is based on willingness to pay. You
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hear him talk about how much money recreation produces into this
economy, and that is fine, I do not dispute those. But when you ask
the question well are you willing to pay for recreation on a national
forest, no, I do not want to pay anything, no demonstration
projects. Well, there is something counter intuitive there. If we are
going to use this land, we all have to figure out how to finance it
in the least costly way that we can.

The other thing I would suggest is do not just focus on the cost,
look at the revenues that can be produced. If you look on page 11,
my graph 7, and look at the timber sale records, as recently as
1989, the agency produced $1.5 billion worth of timber revenues
with about just under $800 million of costs. Well, since 1989, we
have gone from about a 12 billion board foot program down to a
4 billion board foot program, but the cost of producing that lesser
volume has stayed the same. The revenues have come down. There
is a balance.

If we are going to have a $3.3 billion agency that is going to
produce what it has got to produce in the budgetary situation that
we have, everyone is going to have to pay. If the American public
does not want timber to help fund that and does not want to sell
that resource, well, then they are going to have to accept some user
fees, would be my suggestion. I think the problem we have is we
have one accounting system for timber, TSPIRS, and we do not ac-
count any of the other programs within the agency in a similar
way. We do not even looﬁ to see how much money recreation may
spend or may produce. We do not look at what is the cost of a re-
source and a research program within the Forest Service, and what
does it really produce.

Congress asked the Forest Service for an all resource accounting
system 5 years ago. The agency has not done that. Until you do
that, you really do not know what is happening and you cannot as-
sessh what programs are the ones that you want to highlight and
push.

Last point I would make is we add 16 billion board feet of timber
to our national forest system a year in new growth. We are adding
about4 billion board feet of dead timber above and beyond what
is being salvaged. That is 4 billion board feet of fuels that we are
adding. Twice in the last decade, we spent a billion dollars fightin
fire. That is the single most below-cost program in the Feder
Government. We have lightning strikes and we have wild fire and
we spend a billion dollars fighting it and what we have at the end
to show is we have employed a lot of Forest Service employees and
contractors to go chase these fires around the mountains. If we had
invested that billion dollars trying to do fuels treatment or timber
harvesting to reduce fuels treatment, we might not have had as
many wild fires as we did or we may have been able to stop them
much more quickly.

Congress has got to look at all those things in balance rather
than just pay for wild fire after it occurs.

Mr. HORN. Let me ask you there—

Mr. GLADIES. The agency is in Florida now fighting State fires
in Florida.

Mr. HORN. Give me a definition of what you mean by fields treat-
ment.
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Mr. GLADIES. Fuels treatment is——

Mr. HorN. Oh, you said fuels? It sounded to me like fields and
that was what was throwing me.

Mr. GLADIES. Fuels.

Mr. HogN. Fuels treatment.

Mr. GLADIES. Fuels.

Mr. HoRN. But give me a few examples of that.

Mr. GLADIES. Well, you have a stand of trees that has many
more trees in it than nature probably would have had if you al-
lowed fire to go through those stands on a periodic basis. Right
now, you cannot run a fire through that stand without endangering
the live trees there because it is too volatile. If you went in and
removed some of that material and then did those burns, you could
do them much more cheaply and safely. But every time the Forest
Service tries to do that, folks in the environmental community say
no, that is a timber sale, we do not like timber sales. Well, a timber
sale may be the least costly method of getting that job done.

The Chief of the Forest Service said we have 40 million acres in
the interior west that are high risk of catastrophic fire and that 90
percent of those need material removed before you can safely do
prescribed fire in them. We put a ton of money, about 20 percent
of the Forest Service budget is now in prescribed burning. Where
are they burning? They are burning sagebrush and juniper and
high elevation stuff where it is safest to burn, and they are not
treating as many of the forested stands that are overstocked as
they should.

If timber can do that more safely and return some money—
maybe not a profit—the managers should be doing that. But within
the political construct of today, with the preservationists who say
no harvesting in the national forests, the agency spends years
doing EA’s and millions of dollars and then go to court and because
they did not dot an I or cross a T, they cannot do the project. We
are wasting millions of dollars planning to do projects that never
come to fruition.

Mr'.? HoRN. Thank you very much. Do you have any more ques-
tions?

Mr. HASTINGS. No.

Mr. HORN. There might be some sent you by staff on both sides
of the aisle, and if you would not mind, just answering them.

Mr. GLADIES. Be happy to respond to any that come in.

Mr. HORN. We will put them in the record at the appropriate
point.

Well, I thank you all for taking the time to come here and pre-
pare very fine statements. They had a lot of logic and a lot of good
organization to them, and I appreciate it.

We have two more panels that we are going to ask to come for-
ward that we had put off since earlier this morning. We are talking
about Ms. Linda Calbom, the Director of Civil Audits, General Ac-
counting Office; Mr. Jim Meissner, Assistant Director of Resources,
Community and Economic Development, U.S. General Accounting
Office; Mr. Ronald Stewart, Deputy Chief for Programs and Legis-
lation, U.S. Forest Service, and we have Mr. Sam Gehr, Forest Su-
pervisor, Okanogan National Forest, U.S. Forest Service and Mr.
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Sonny O’Neal, Forest Supervisor, Wenatchee National Forest, U.S.
Forest Service.
OK, ladies and gentlemen, if you will raise your right hands.
[Witnesses sworn.]
Mr. HorN. The clerk will note all five witnesses affirmed the
gilth.é,etb us begin with Ms. Linda Calbom, the Director of Civil Au-
its, GAO.

STATEMENTS OF LINDA CALBOM, DIRECTOR, CIVIL AUDITS,
GENERAL ACCOUNTING OFFICE; JIM MEISSNER, ASSISTANT
DIRECTOR OF RESOURCES, COMMUNITY AND ECONOMIC
DEVELOPMENT, U.S. GENERAL ACCOUNTING OFFICE; RON-
ALD STEWART, DEPUTY CHIEF FOR PROGRAMS AND LEGIS-
LATION, U.S. FOREST SERVICE; SAM GEHR, FOREST SUPER-
VISOR, OKANOGAN NATIONAL FOREST; AND SONNY O'NEAL
FOREST SUPERVISOR, WENATCHEE NATIONAL FOREST, U.S.
FOREST SERVICE

Ms. CALBOM. Thank you, Mr. Chairman. I am here today with
Mr. Jim Meissner, who is the Regional Manager of our Seattle of-
fice and works in our Resources Community and Economic Devel-
opment Division, which handles a lot of the programmatic work for
the Forest Service, whereas I handle some of the financial manage-
ment work.

I am pleased to be here to discuss our work on the Forest Service
financial management issues. I am going to touch on some of the
same things that the IG talked about earlier today. Let me just
note that I echo his views and comments, but I thought I would
give GAO’s perspective on those as well.

As you know, the Forest Service has very deep-seated problems
in its financial accounting reporting systems. And in July 1996, the
IG issued what is called an adverse audit opinion, thereby con-
cluding that the Forest Service’s 1995 financial statements were, in
essence, totally unreliable. And this represented a continuing pat-
tern of unfavorable conclusions, as Mr. Viadero noted, which go
back to 1991 when they began looking at Forest Service financial
statements.

For 1996, Forest Service chose not to prepare financial state-
ments, but chose instead to focus on trying to resolve some of the
issues that were raised in the 1995 audit. The financial statements
have been prepared for 1997, as Mr. Viadero mentioned, they are
currently finalizing their report on those statements.

I am going to talk primarily about the 1995 audit findings today
because that was the last opportunity GAO had to review the audit
findings that the IG came out with. The 1995 results did disclose
a number of very serious financial management weaknesses, most
of which do continue to persist today. I am also going to touch just
briefly on some of the actions Forest Service has taken to try to
remedy the problems.

The 1995 audit weaknesses disclosed included significant report-
ing errors in the financial statements and the records that support
those financial statements, a lack of adequate policies and proce-
dures that safeguard assets against unauthorized acquisition, use,
or disposition, and this is very key, this is where we are getting
into the idea that you could have theft of assets and no controls
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to make sure that does not occur and go undetected. Also, the third
area was the inability to accurately track revenues and costs,
which is something that factors into some of the discussions that
we have had here today so far.

Just to give a few examples of the types of problems that were
encountered, there was $45 million in accounts receivable due from
other Federal agencies to Forest Service that was double counted.
This of course, can cause your budgetary resources available to be
over-stated. There were amounts due to others for contracted serv-
ices that had to be estimated because Forest Service is not able to
track the percentage of work compleied or amount owed to contrac-
tors at any point in time. Again, Mr. Viadero was talking about
that; all the problems in accounts payable. So you could have a sit-
uation where a vendor was paid twice and the Forest Service may
not recognize that that had occurred. But for the end of fiscal 1995,
a $38 million adjustment to the accounts payable accounts was nec-
essary and this was based on this estimation process that Mr,
Viadero was talking about.

Also, there was not a reliable system for tracking the cost of the
reported 378,000 miles of roads that are owned by the Forest Serv-
ice. I might note that this exceeds the mileage of our entire na-
tional highway system. There were inventory counts in one region
alone when they did begin to start to track these roads, which re-
sul:.ied in $1.3 billion of roads that had not ever been previously re-
corded.

Finally, as I was mentioning, Forest Service did not have ade-
quate systems to track its revenues and total program and oper-
ating costs agency-wide. For example, they were not able to come
up with the cost of fighting a major fire.

These are just a few examples of what the IG found in their 1995
audit, and of course you heard earlier that there were other exam-
ples that came up in the 1997 audit. It is kind of a continuing pat-
tern and most of these problems really have not been corrected.
These types of problems can in fact and I think have in many cases
led to mismanagement or misuse of assets, unnecessary budget re-
quests, inaccurate performance measures, which of course is a
focus of the Congress of late, and certainly they are indicative of
a general lack of accountability for appropriated funds.

The Forest Service is working very diligently to correct these
problems and has a goal to do so by the end of fiscal year 1999.
However, because the problems are so deep-seated, progress has
been very slow and it is not clear whether they will be able to meet
their goal.

Again, as I was mentioning, the IG’s audit that is about to be
issued tells us that in essence, these same problems continue to
plague the agency and that they are going to be very, very difficult
to overcome.

Mr. Chairman, that concludes my statement and at the appro-
priate time I will be happy to answer questions.

Mr. HORN. That is very helpful, we appreciate it.

Mr. Meissner, would you like to add to that?

[The prepared statement of Ms. Calbom follows:]
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Mr. Chairman and Members of the Subcommittee:

1 am pleased to be here tdday to discuss the results of our work examining weaknesses in
the Forest Service's financial accounting and reporting systems reported by the United
States Department of Agriculture's (USDA) Office of Inspector General (IG). The Forest
Service has been plagued by continuing financial management problems as evidenced by
the IG's adverse opinion on the Forest Service's fiscal year 1995 financial statements.

Due to the severity of these problems, the Forest Service did not prepare financial
statements for fiscal year 1996, but chose instead to focus its efforts on problem
resolution. Financial statements were prepared for fiscal year 1997, and the audit of
those statements is near completion; as of July 1, 1998, the USDA IG was finalizing its
report. Today, | will focus primarily on the fiscal year 1995 audit results which disclosed
a number of serious weaknesses, most of which still exist today. I will also briefly
discuss the Forest Service's plans to address these weaknesses. While some progress has
been made, many hurdles still exist before the Forest Service will be able to achieve

financial accountability.

HISTORY OF FINANCIAL SHORTCOMINGS

In July 1996, the USDA IG issued an adverse audit opinion, thereby concluding that the
Forest Service's financial statements for fiscal year 1995 were unreliable overall. The IG's

findings represented a continuing pattern of unfavorable conclusions about the Forest

Page 1
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Service's financial statements. For fiscal year 1992 the IG also issued an adverse opinion
due to the overall unreliability of the statements. For fiscal years 1993 and 1994, the IG
issued qualified audit opinions and reported that the Forest Service's financial statements
were unreliable due to pervasive errors in the field level data supporting the land,
buildings, equipment, accounts receivable, and accounts payable accounts. Thus, many of
the shortcomings in the Forest Service's accounting and financial data and information
systems that continue to plague the agency today are largely attributable to long-standing

problems.

Among the more serious shortcomings cited by the IG in its report on the fiscal year 1995

financial statements were that the Forest Service

- had significant reporting errors in its financial statements and the records that

support those statements;

- could not demonstrate that its policies and procedures adequately safeguarded

assets against unauthorized acquisition, use, or disposition; and

- lacked financial systems that could accurately track revenues and costs.

These shortcomings are discussed in greater detail below.
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Errors in Financial Statements

The IG's report on the ﬂséal year 1995 financial statements and the notes to the financial

statem

Page 3

ents identified numerous financial reporting errors. For example:

Estimated amounts of $45 million due to the Forest Service from other federal
agencies (accounts receivable) for reimbursable services provided were double
counted on the Forest Service's financial records. This type of error called into
question the validity of receivables and reimbursement activity reported by the
Forest Service and potentially impaired meaningful analysis of such activity.
Additionally, since these data were drawn from the same database used to produce
budgetary information, misstatement of reimbursable services could have resulted

in misstatement of budgetary resources available to carry out program activities.

The Forest Service did not have a system that allowed it to accurately track
amounts it owed to others (accounts payable) for contracted services. While the
system could determine the amount the Forest Service obligated, it could not
readily determine the percentage of work completed or the amount owed to the
contractor. As a result, Forest Service managers had to resort to estimation of
these amounts based on statistical sampling and testing of year-end obligations
incurred. Based on this testing, the Forest Service concluded that accounts

payable were understated by approximately $38 million, and it adjusted its records
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accordingly. While the Forest Service's weaknesses in accounting for payables
were not indicative of whether or not the Forest Service overobligated funds, they
precluded the Foreét Service from readily knowing costs it had incurred and

amounts it owed on projects at any given point.

These errors in basic financial records demonstrated that the Forest Service was not
always able to determine the amount of funds spent, reimbursements it should have
received, or the validity of recorded assets and liabilities. Certain of these financial
reporting errors also indicated potential errors in budgetary data, particularly with regard
to improperly reported reimbursements, which directly impact the amount of budgetary
resources available. These errors also hampered Forest Service managers' ability to
accurately report program performance measures as well as monitor income and spending

levels for various programs and activities.

Lack of Policies and Procedures to Safeguard Assets

The 1G report disclosed that the $7.8 billion in property, plant, and equipment reported by
the Forest Service was erroneous because records for these assets were not consistently
prepared, regularly updated, or supported by adequate documentation. Therefore, the .
correct quantities and costs of these assets were not determinable. Without systerns in

place to accurately track these assets, the Congress had no assurance that Forest Service
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requests for additional funds to construct new roads and buildings and acquire new

equipment were warranted.

For example, the Forest Service lacked a reliable system for tracking its reported 378,000
miles of roads,' which we determined exceeds the mileage uf the national highway
system. The Forest Service started performing inventory counts in fiscal year 1995 in an
effort to capture the amount invested in roads it owns. These initial counts identified
$1.3 billion of roads in one region alone that had not been previously recorded. At that
time, Forest Service officials estimated that this process would take several years to

complete nationwide.

The IG also reported inadequate safeguarding policies and procedures for equipment.
Equipment is susceptible to theft or misplacement because generally it can readily be
moved from one location to another. The lack of adequate procedures to account for
equipment substantially increased the risk that items could be stolen without detection or
be misplaced and consequently not available when needed. Also, the Forest Service's
inability to identify certain equipment it owned and its location could have hampered
activities of the Forest Service that utilized that equipment. This situation could also have
resulted in the Forest Service requesting additional appropriations to replace stolen or

misplaced equipment.

"The miles of roads are reported in the Forest Service's 1995 Report of the Forest Service.
Page 5



309

f Sys Track Revenue Costs

The IG also concluded thét the Forest Service did not have adequate systems to track
revenues and total program and operating costs agencywide. For example, the IG
reported that the Forest Service could not calculate the costs of large fires without
manually adjusting the accounting systems. Additionally, our prior work disclosed the
Forest Service's inability to capture the revenues and related costs of various programs
and activities.”> This capability is especially important because the Forest Service should
have accurate historical revenue and cost data that can be used as the basis for
determining the amount of money to request from the Congress to fund future projects
and operations. The ability to track costs and revenue is also important for the Forest
Service given its (1) relatively unique role in collecting revenues from timber sales and
fees from activities, such as grazing and national forest use, and (2) authority and

flexibility in using a portion of those revenues to carry out certain missions.

Forest Service officials determined that planned corrective actions could not be
completed in time to improve the Forest Service's fiscal year 1996 financial data. Asa

result, the agency did not prepare financial statements for fiscal year 1996. Instead, the

“Letter dated June 19, 1996, from GAO to the Chairmen of the House Committee on the
Budget and the House Committee on Resources.

Page 6



310

Forest Service, USDA's Office of the Chief Financial Officer (OCFO), and the IG agreed to

work together to address the problems identified in the fiscal year 1995 IG audit report

The Forest Service's goal was to correct some of the deficiencies during fiscal year 1997
and to achieve financial accountability by the end of fiscal year 1999. In August 1997, we
reported’® that it was doubtful that the Forest Service could achieve financial
accountability by the end of fiscal year 1999 if management and staff commitment
wavered, planned tasks were not accomplished, and sufficient resources were not
provided. Our most recent report in February 1998 concluded that while corrective
measures were under way, few of the problems reported by the IG in the fiscal year 1995
audit report had been fully resoived. Thus, we reported, it was not yet clear whether the
Forest Service would be successful in its efforts to resolve these problems by the end of

fiscal year 1999.

The 1G recently concluded its audit of the Forest Service's fiscal year 1997 financial
statements and was preparing its report as of July 1, 1998. However, we understand that
because of the continuing financial accounting and reporting shortcomings, the IG will

issue an unfavorable report on the fiscal year 1997 statements.

3

Financial Management: Forest Service's Progress Toward Financial Accountability
(GAO/AIMD-97-151R, August 29, 1997).

“Forest Service: Status of Progress Toward Financial Accountability (GAO/AIMD-98-84,
February 27, 1998).
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Mr. Chairman, this concludes my statement. I would be glad to answer any questions that

you or the Members of the Subcommittee may have.
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Mr. MEISSNER. Yes, Mr. Chairman and Mr. Hastings, we too are
glad to be here as representatives of GAO. You are now in my re-
gion, so this is a little bit different than being in southern Cali-
fornia, this is a part of my region which is the Pacific Northwest.

Mr. HORN. We should not pay you all we do since you have this
beautiful surroundings.

Mr. MEISSNER. Absolutely. I cannot disagree with that.

Mr. HoOrN. You deserve hazard pay when you cross the
Tehachapis.

Mr. MEISSNER. It is a wonderful place and I am happy to be here.
Even though I spend a lot of time in Washington, DC, I am glad
when I get to return home and be here.

We did not prepare a formal statement because we have a fee
demonstration audit that is currently ongoing that is due out this
fall, and we do not like to divulge information on ongoing work
until the job is completed. Second, the other subject matter dis-
cussed here, below-cost timber sales, the information that we have
on that is old and dated and I do not think it would contribute to
this discussion.

Mr. HorN. How old, when was the last report of GAO?

Mr. MEISSNER. Early 1990’s.

Mr. HORN., Early 1990’s.

Mr. MEISSNER. The world has changed since then. And with the
two reports I do want to put into the record, you will see that the
world has changed in a few ways.

One of the reports, which is on the unauthorized use of the Na-
tional Forest Fund, I want to present for the record because it dem-
onstrates what can happen when accounting principles are not ex-
ercised. It kind of demonstrates what the IG and Linda said, but
in a programmatic sense. And I want to present this report because
it is really current, it is not even a year old. And to tell you a little
bit about what the National Forest Fund is. The National Forest
Fund is kind of a holding account for Forest Service receipts, and
timber receipts go into that National Forest Fund.

What you have been told earlier today is that timber sales went
way down, and timber receipts went way down also, but the piece
that is kind of missing is that in addition to that, receipts to the
U.S. Treasury as a result, coming out of the NFF, National Forest
Fund, also went way down. In 1990, there was about $400 million
at the end of the year that went back into the U.S. Treasury. That
amount fell precipitously until 1995, until only $1% million was re-
turned at the end of the year. Now in a very short period of time,
we went from $400 million to $1%2 million, and it went down every
single year in between. That is—in any business sense, you would
say wow, we have got a problem.

In the case of the Forest Service, the problem was not recognized
and they went into the year knowing full well that the last year
they only had a surplus of a million and a half. The line was going
down significantly. Yet, they did not do anything to react to that
situation during the year. Later in the year, in April, May, and
June, people in the field organizations within the Forest Service
were saying “hey we have got a problem. Things do not look good,
we have got a problem.” Still no action was taken until, if I remem-
ber the date correctly, August 27, which as you know is getting
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close to the end of the fiscal year. The decision of the Forest Serv-
ice on to solve their money problems in NFF—and the reason you
have got to solve the problem is that is where the payments to
States come out of, so if you do not have enough money in there,
you do not have enough money to pay the States their rightful 25-
percent share.

On that date, they began diverting all of the money out of the
salvage sale receipts and all the money out of the K-V receipts, di-
rectly into NFF so they would have enough money for the 25 per-
cent payment. Still, at the end of the fiscal year, at the end of Sep-
tember, they were still $17.8 million short on having enough money
to fulfill those needs.

Now what is interesting about what happened then is that
thanks to the U.S. Congress, they had been bailed out, but appar-
ently did not know it up until the end of the year. The Congress
had passed legislation a couple of years earlier that said a part of
these expenditures were going back to the States as the spotted owl
offset and were not supposed to come out of this fund, they were
required to come out of miscellaneous Federal receipts, so you have
an alternative to NFF that the Forest Service should have evoked.
However, it was just allowed by the Congress, but was required by
the U.S. Congress.

As it turns out, thanks to the U.S. Congress, that part of the
money was then reimbursed to the fund and that then became the
source to reimburse the salvage sale fund, to reimburse the K~V
Fund for money that had been extracted at the end of the year.

My point with regard to that, and I will quit there because it is
all laid out in this particular report, is that the problem, the finan-
cial problem, the financial catastrophic problem, that was about to
happen was obvious. It was not a matter that it just hit them in
the face at the last minute, it was going to happen. Second, they
did not react soon enough to this financial problem during the year.
When they did react, they reacted in a crisis situation by divert-
ing—and I am choosing my words carefully here, diverted being a
‘less obtrusive word than some other words that I might be able to
use here in this case.

Mr. HORN. With malice aforethought.

Mr. MEISSNER. By putting all the money over there, when it
turned out in the end they did not need to do any of that stuff be-
cause Congress had given them an alternative that had they exer-
cised it that year and as it turns out the year before—we have had
to make them go back and adjust all of their accounts from the
year before too.

Mr. HORN. Was it the Appropriations Subcommittee that gave
{.)hlem?that or the authorization committee that gave them flexi-

ility?

Mr. MEISSNER. It was the Appropriations Committee that over a
series of years had given them an option, it became finalized in
1994. However, we are talking about 1996 when the crisis occurred.

al’ll‘hg second one that I would like to enter for the record is
called——

Mr. HORN. Without objection, both will be entered in the record
at the appropriate point of your commentary.
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[NoTE.—The information referred to may be found in sub-
committee files.]

Mr. MEISSNER. This is innocuously titled, “Distribution of Timber
Sales Receipts, Fiscal Years 1992 to 1994.” And the reason that I
put this one into the record is that it does answer some of the ques-
tions that were raised earlier with regard to what happens to all
the timber sales money.

What we tried to do in 1995 was to take 3 years of timber re-
ceipts from the Forest Service, all of them, and it turns out to be
$3 billion, and demonstrate where that money went. It was the
first time that we had done that particular job, to try and deter-
mine where all of the money went. This particular report has been
reissued four times in our office because it has been used or mis-
used by a lot of people to demonstrate that the Forest Service loses
a lot of money on its timber program. So we have seen periodically
a lot of newspaper articles. But I can guarantee you, Mr. Chair-
man, that you will not find profit or loss anywhere in this report,
those words do not exist, because what we were trying to point out
was Congress, over a period of time, has made a large number of
decisions to allocate timber receipts. The payment to the State is
one you have been told about earlier today.

In addition, the K-V Fund, which, Mr. Chairman, you are well
acquainted with, takes 25 percent of all the money. So during this
time period we are talking about well over $700 million that went
back into the K-V Fund. As you also know, some of that money is
for wildlife habitat, it also can be used for recreational facilities in
the area of timber sales, not exactly what you would normally asso-
ciate with a cost of doing business for a timber company. In addi-
tion, there is a piece of that money that is not a cost at all, it goes
back into a pool of money called the salvage sale fund and that
macl)ney sits there, not expended, for future use of additional salvage
sales.

In addition, there is a roads and trails piece of this that is taken
off for future roads and trails, and it amounted to, if I remember
the numbers correctly, $134 million. Not a minor sum of money
that has been put over here on the side, that came out of the tim-
ber program.

My only point with all of this——

Mr. HORN. Out of the timber program?

Mr. MEISSNER. Out of the timber receipts.

These various things that have come out of the timber receipts,
normally a private business nor a government entity like the State
of Washington who sells a lot of trees, would have to incur those
same kinds of costs. So it is kind of unfair to the timber program
to say all of these are costs of doing business, because a private
sector firm or another government unit would not have to incur
those same kinds of costs.

So my only point for doing that is to put it in the record because
that report has been used to demonstrate huge losses to the Forest
Service. To be blunt, that is not a statement of what it says, but
it does show what happens to all the money.

Mr. HORN. And unfortunately their financial accounting system
does not help us in any direction until they get order out of chaos.
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Now as I understand it, what you said, which is very significant
and the most startling thing today in this hearing, as far as I am
concerned, because I have had hundreds of people tell me, just as
you have, both sides of it—that it is a profit, it is a loss. And it
seems to me—I would like it succinctly said at this point in the
record :.K you as to the degree to which the timber sales program
does make a profit or does make a loss, if you exclusively deal with
the timber sale itself and all of the things that go to preparation
for a timber sale. When you talk in those terms, you are saying
there is a profit there.

Mr. MEISSNER. Linda and I will join together in answering this
question. I happen to have the mic, so I am going to answer that
question.

Mr. HoRN. But the reason the loss comes up is money from the
timber sales is diverted to all these other accounts.

Mr. MEISSNER. Money through congressional direction goes to
large numbers of accounts. I cannot say we can join together to say
whether it makes money or loses money because that requires a lot
of definitional agreement and a lot of faith in a system that you
were told earlier today somebody who has seen that system has ab-
solutely no faith in it. So I wish I could answer that question. I
wish we could answer that question, but we cannot because the
system itself is exceptionally weak and there are a lot of defini-
tional changes with regard to the distribution of this money, which
has been callously used or misused over a period of time, which
probably ought to be corrected.

If Linda has anything—

Ms. CALBOM. Yes, let me just comment a little bit. We have not
looked at the TSPIRS system as far as whether the information
that is being fed in there is being properly allocated and whether
even the right information is being fed into there. But I guess the
bottom line is when you look at the problems in the financial re-
porting that I have mentioned and the 1G talked about today, it
calls into question whether or not the information that is going into
the TSPIRS report is good information. So I think our bottom line
answer is we just do not know.

Mr. HORN. Well, now we wonder if they will ever have an inter-
est in getting a sound financial system, since maybe confusion is
what is wanted here. But then strange things happen in this world.
But it seems to me if it is, you have got a subcommittee or so of
Congress that is in collusion on not straightening out how they can
figure what goes where, when, and how. So thank you for that in-
sight, I must say I learned something.

Mr. Stewart, welcome.

[The prepared statement of Mr. Meissner follows:]
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Mr. Chairman and Members of the Subcommittee:

We appreciate the opportunity to be here today to provide i:formation on some
of our work on the Forest Service's Knutson-Vandenberg Trust Fund, commonly
referred to as the K-V Fund. Essendally, this fund is the primary source of Forest
Service moneys used for the reforestation of timber harvest areas. The fund is also
used to improve timber stands and other renewable resources within the harvested
areas. Although the amount of expenditures from the K-V Fund may vary from year to
year, expenditures for fiscal year 1997 were a little more than $166 million.

As requested, our statement today is drawn primarily from our June 1996 report!
on shortcomings in the administration of the K-V Fund. The report addressed the
following issues: (1) the transfers from the K-V Fund that have not been fully restored,

(2) the effect of unrestored transfers on planned projects, (3) the lack of financial
information to ensure compliance with the K-V Act requirements, and (4) the lack of a
standardized methodology for calculating and limiting program support costs. We will
also discuss the Department of Agriculture's subsequent actions on our

recommendations to improve the management of the K-V program. In summary:

~ Between 1990 and 1996, $645 million was transferred from the K-V Fund to
support emergency firefighting activiies that was not reimbursed. To assist
the Congress in its consideration of any future requests for appropriations to
restore previously transferred funds, we recommended that the Secretary of
Agriculture report to the Congress on the financial status of the K-V Fund. The
Department has begun providing the Congress with additional information on
the financial status of the K-V Fund. In fiscal year 1997, the Congress acted
upon that information by providing $202 million to partially repay moneys

1
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transferred from the K-V Fund. At the beginning of fiscal year 1998, the K-V
Fund had an unrestored balance of about $493 million.

— The Secretary of Agriculture has not directed the Forest Service to revise the
list of planned K-V projects to take into account the actual balance in the K-V
Fund, as we recommended. The Department stated that it would not require
such a list until it was certain that K-V funding for the year was inadequate.

- Although the K-V Act requires that K-V Fund expenditures in one sale area be
limited to amounts collected in the same area, the Forest Service does not
collect expenditure data on a sale-by-sale basis. We recommended that the
Secretary of Agriculture direct the Forest Service to perform an analysis of
alternatives (including the costs and benefits of each alternative) to obtain the
financial data necessary to ensure that the K-V Fund's expenditures in one sale
area are limited to the amounts collected from that area, as required by the K-
V Act. The Department of Agriculture has not implemented our
recommendation. The Secretary of Agriculture indicated that he did not
believe such an analysis was necessary and that the current Forest Service
methods fulfilled the requirements of the K-V Act.

— At the time of our 1996 report, the Forest Service did not have a system in
place to ensure the consistent handling of program support charges for the K-V
program agencywide. We recommended that the Secretary of Agriculture
require all organizational levels to use a standardized methodology for
assessing and withholding the support costs for the K-V program that would
limit expenditures for program support to the amounts collected for such
purposes. Since that time, the Forest Service has completed an analysis of the
methodological changes that are needed to standardize the Forest Service's
practices for assessing and withholding program support costs for the K-V
program and the results of the agency's work should be implemented when the

2
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practices become part of the Forest Service's directives in September 1998.

BACKGROUND

The Knutson-Vandenberg Trust Fund, as authorized by the Act of June 9, 1930, as
amended (16 U.S.C. 576-676b), allows portions of the receipts from timber sales to be
deposited into the K-V Fund to be used to reforest timber sale areas. In addition to
being used for planting trees, these deposits may also be used for eliminating
unwanted vegetation and for protecting and improving the future productivity of the
renewable resources on forest land in sale areas, including sale area improvement

operations, maintenance, construction, and wildlife habitat management.

Reforestation is needed where timber harvests or natural disasters have depleted
the existing timber stands. In fiscal year 1997, about $166 million was expended from
the K-V Fund for reforestation and related projects. The majority of the K-V moneys~
about $115 million in fiscal year 1997-was used to fund direct reforestation activities.
In addition to the direct reforestation expenditures, about $61 million was used for
costs incurred to support and manage the reforestation program, such as rents,
utilities, computer equipment, or the salaries of program support staff.

Federal law permits the Forest Service to transfer amounts from the K-V Fund, as
well as other Forest Service appropriations, to supplement the Forest Service's
firefighting funds when emergencies arise. The Forest Service is authorized to
advance money from any of its appropriations and trust funds to pay for fighting
forest fires. The Forest Service is not authorized to restore amounts so transferred.
Congressional action is required to restore such funds.

The Forest Service's oversight and management of the K-V Fund and the
reforestation program are decentralized. Forest Service headquarters and the nine
regional offices establish policy and provide technical direction to forest offices. The

3
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forest offices, in turn, provide general oversight to district offices and help the
districts plan K-V projects. The district ranger is responsible for overseeing the
planning and impiementation of K-V projects.

K-V FUND HAS NOT BEEN FULLY REIMBURSED

Between 1990 and 1996, the Forest Service transferred about $645 million from
the K-V Fund for emergency firefighting activities that had not been fully reimbursed.
Since these transfers had not been reimbursed, these funds were unavailable for K-V
projects. In the past, when such transfers were made, the Department of Aglicuimre
requested and received supplemental appropriations to restore the transferred moneys,
generally within 2 years of the original transfer. However, in more recent time, the
Department of Agriculture had not submitted a request for a supplemental
appropriation to the Congress. It was not until March 15, 1996, that the Department of
Agriculture submitted a request for supplemental appropriations to the Office of
Management and Budget for the $420 million transferred during fiscal years 1990, 1992,
and 1995. After an additional $225 million was transferred from the K-V Fund in 1996,
the Congress, in 1997, provided $202 million from the emergency firefighting
appropriation as a partial reimbursement of the K-V Fund. At the beginning of fiscal
year 1998, the K-V Fund had an unrestored balance of about $493 million.

To provide the Congress with the information it needs to consider any future
requests for appropriations to restore previously transferred funds, we recommended
that the Secretary of Agriculture report to the Congress on the financial status of the
K-V Fund. The Department of Agricuiture has informed the Congress about the
general dimensions of the K-V funding issue on several occasions, and that information
has resulted in some replenishment of the K-V fund. For example, the Fiscal Year
1997 Omnibus Appropriation Bill provided additional appropriations for emergency
firefighting, and $202 million was apportioned to the K-V Fund in January 1997. In
addition, the Department has begun providing the Congress with information on the K-
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V Fund balance at the beginning of each fiscal year, expected K-V collections during
the year, and expected K-V expenditures so that the impact of future firefighting

transfers can be assessed.

UNRESTORED FIREFIGHTING TRANSFERS
JEOPARDIZE SOME PLANNED PROJECTS

Although the Forest Service acknowledged that failure to restore the amounts
transferred from the K-V Fund would potentially disrupt the K-V program, forest and
district offices continued to operate and plan for future reforestation projects as if the
transfers had not occurred. Furthermore, the Forest Service had not informed the
Congress of the impact that the funding shortfall would have on the agency's
reforestation activities or developed a plan or strategy for reallocating the remaining
funds to the highest-priority projects.

Although timber receipts of as much as $200 million had been added to the fund
annually, the Forest Service will not be able to pay for all of its planned projects,
estimated in fiscal year 1996 at about $942 million, unless the moneys transferred from
the K-V Fund for firefighting purposes are restored.

We recommended that if the administration decides not to forward to the
Congress the Department's request for restoration of the funds transferred for
firefighting purposes, or the Congress decides not to restore these funds during the
fiscal year 1997 budget considerations, the Secretary of Agriculture should direct the
Chief of the Forest Service, by the end of fiscal year 1997, to revise the list of planned
K-V projects to take into account the actual balance in the K-V Fund.

The Department has not implemented this recommendation and belje_ves that the
Forest Service had sufficient funding to meet all K-V requirements for 1998 and that
revising the list of K-V projects downward to match the reduced K-V funding would be
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both speculative and not creditable. The Department added that it would not require
such a list until it was certain that K-V funding for the year was inadequate. In that
-event, it would provide the Congress with a generic description of the types of K-V
activities that would be dropped.

FOREST SERVICE CANNOT ENSURE COMPLIANCE
WITH THE K-V ACT'S REQUIREMENT

The K-V Act requires that the K-V Fund expenditures in any one sale area not
exceed the amount collected in that sale area. To facilitate the management of K-V
projects and the accounting for K-V funds, however, the Forest Service allows each
forest to pool its K-V collections for each timber sale into a forest-level fund,
commonly called a K-V pool. At the end of each fiscal year, each forest is required to
create a balance sheet showing the cash available for its K-V projects, the projected
collections from ongoing sales, and the estimated costs for planned projects.

The Forest Service does not have the financial management information and
confrols needed to ensure compliance with the K-V Act prohibition limiting K-V Fund
expenditures on individual sale areas to the collections from those same sale areas.
Collections are recorded for individual sales, whereas expenditures are managed and
recorded in total at the district level rather than by individual sales. By allowing each
forest to pool K-V collections without adequate financial controls and information, the
Forest Service cannot ensure that trust fund expenditures do not exceed collections
for a given sale area.

We recommended that the Secretary of Agriculture direct the Chief of the Forest
Service to perform, in consultation with the Chief Financial Officer, an analysis of
alternatives (including the costs and benefits of each alternative) to obtain the
financial data necessary to ensure that the K-V Fund's expenditures in one sale area
are limited to the amounts collected from that area, as required by the K-V Act.
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The Secretary of Agriculture did not request that the Forest s¢rvice analyze
alternatives to the sale-by-sale accounting system that would ensurf compliance with
the K-V Act. The Secretary indicated that he did not believe such an analysis was

necessary and that the current Forest Service methods fulfilled requirements of the K-
V Act. We continue to believe that the Forest Service's current infbnnation systems
and controls do not provide assurance that the expenditures in one sale area do not

exceed the collections from that sale area as required by law.

FOREST SERVICE LACKS AN EFFECTIVE METHOD
FOR CALCULATING AND LIMITING PROGRAM SUPPORT COSTS

The Forest Service collects a certain amount of K-V funds on each timber sale to
pay for the costs of supporting the program at all organizational levels. The regions
and forests issue guidance that specifies the percentage of K-V funds that should be
collected from individual sale areas to support the program at the forest, regional, and
Washington offices. The agency's overall guidance, however, does not explaih how
individual regions or forests should calculate and limit amounts for program support.
If the allocations for support costs are not limited to the amount collected, powever,
funds available for project expenditures in sales areas could be insufficient.

Only one forest we visited during our 1996 review limited its use of K-V funds for
program support to the amounts collected for that purpose. For three of the forests,
the regions did not restrict their expenditures for program support to the amounts that
had been collected, nor did the forests limit the amount spent for program support at
the forest level. For example, if a project costs $100, the forest might instruct the
district to collect an additional 20 percent of the project's cost, or $20, to cover the
cost of supporting the program. When the forest allocated funds for a project to the
district, it withheld funds to cover the forest's support costs. However, rather than
limiting these withholdings~to continue our example~to 20 percent of the project's
cost, or $20, the forest would withhold 20 percent of the total cost ($120) or $24. This
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method of determining support costs would reduce the amount available for project
work to $96, $4 less than the projected need.

We recommended that the Secretary of Agriculture direct the Chief of the Forest
Service to require all organizational levels to use a standardized methodology for
assessing and withholding the support costs for the K-V program that would limit
expenditures for program support to the amounts collected for such purposes.

The Secretary of Agriculture directed the Chief of the Forest Service to establish
a standardized methodology for assessing and withholding program support costs for
the K-V program, and the Forest Service formed a task force to recommend what that
standardized methodology would be. The task force completed its work in November
1997, and the Forest Service estimates that the corrective action will be fully
implemented when the recommended changes become part of the agency's directives
in September 1998.

Mr. Chairman, on the basis of the Department of Agriculture's response to our
recommendations, it appears that it has taken positive actions on our
recommendations to better inform the Congress about the magnitude of transfers from
the K-V Fund for firefighting purposes and the need to establish a standardized
methodology for assessing and withholding program support costs for the K-V
program. The Department of Agriculture has not implemented our recommendations
concerning revising the list of K-V projects downward because of inadequate funding
or performing an analysis of alternatives to a sale-by-sale accounting of K-V Fund
expenditures. We continue to believe that action is needed in these areas. We will be
pleased to respond to any questions that you or the Members of the Subcommittee

may have.

(141233)
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Mr. STEWART. Good afternoon, Mr. Chairman.

Mr. HORN. 1t is good to see you again.

Mr. STEWART. Good to see you again also. Mr. Hastings, I am
pleased to be here. I am especially pleased that you are holding the
hearing in Wenatchee. As someone who started a career as a pro-
fessional forester with the State of Washington Department of Nat-
ural Resources 34 years ago and somewhat familiar with this area,
it is good to be here and much better to be here holding hearings
than inside the beltway, I assure you. I suppose you are going to
expect me to answer all of those questions, and I wish I could.

I was going to make a few comments from a national perspective
about the Forest Service in general, but I think you both are very
well aware of some of the complexities, the many laws that govern
our activities. You certainly heard some of the best and some of the
worst in some of the testimony from others this morning. So I will
not bore you by going through that. However, I would hope that
when Mr. Gehr and Mr. O'Neal testify on local situations, that they
would provide, for your benefit, Mr. Chairman, some of the back-
ground on their own forests. I think you would find that useful.

Mr. HORN. Yes.

Mr. STEWART. I would like to spend a few minutes summarizing
some general comments again from a national perspective on the
Recreation Fee Demonstration Program, on our financial manage-
ment situation from my viewpoint and the viewpoint of the agency,
and on the K-V Fund, the trust fund issue and overhead that has
been a matter of discussion, and finally on the below-cost timber
sales issue.

On the Recreation Fee Demonstration Program, just as a way of
putting it in perspective, almost 95 percent of all Americans engage
in some sort of outdoor recreation every year. The national forests
are the single largest supplier of public outdoor recreation, hosting
850 million visits in 1997 and that number continues to grow. It
is expected to be close to a billion by the year 2000.

Congress authorized the Recreation Fee Demonstration Program
in fiscal year 1996 and it has annually undergone some changes
that were designed to broaden it and to improve it, based on initial
results. The current version of it authorizes the Forest Service and
the land management agencies of the Department of Interior, to
test the collection, retention, and reinvestment of new recreation
admission and user fees on up to 100 projects within each agency.

The Forest Service aggressively began implementing the program
in June 1996 and at the end of fiscal year 1997 receipts grossed
over $8 million from the 40 projects that had been implemented
during the initial stages. We expect an additional 52 projects will
begin collections in fiscal year 1998 and in 1999 in 28 States and
in all of the Forest Service regions, representing a very broad-based
test.

The Forest Service in general strongly supports the Recreation
Fee Demonstration Program as an essential part of meeting the in-
creased demand for quality recreational facilities and services to
the public. Some discussion went on earlier about the changing na-
ture of our timber program. I would suggest to you that that recre-
ation program has undergone as much or maybe even more change
over the last decade or so. The numbers of people are increasing
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but the diversity of use, uses that we never would have heard of,
anything from mountain bikes and hang gliders to rock climbing
that were not very common a number of years ago seem to be much
more common now. The needs of an expanding and diverse popu-
lation—new cultures are now using the forests for very diﬂgrent
things. If you look at our facilities, they were largely designed by
the CCC’s in the 1930’s for the population at that time and the
needs of the population at that time. Those needs have changed
dramatically.

Based on survey results, the public generally accepts the fees as
long as most of the money goes back to improve the area that they
are paying for, they want to see results on the ground. However,
some very much dislike paying fees, especially since historically
they have enjoyed many of these things fgr free. It is true that ac-
ceptance has increased for many people as they become aware of
the program and what its purpose is and when they see positive
results from the investments.

The other thing that the public tells us is that they do not want
to see increases in fees offset reductions in appropriations for those
same programs. They expect to see this as a value added, if you
will, and not as a take away.

I strongly believe that long-term implementation of the Recre-
ation Fee Demonstration Program is necessary to keep up with the
rapidly increasing demands placed on Federal recreational facili-
ties. We are going to continue to evaluate the program through this
testing period and share with you and the American public what
we have learned.

From financial management, I do not think I need to say much
more about the nature of the problem. I think that both the inspec-
tor general and GAQO have adequately summarized the nature of
the problems. As a long-term Forest Service employee, I share in
responsibility for having gotten us there. As a forester, I believe
the statement made by the inspector general that we focused on
natural resource management and less on financial management is
probably a true one. I would say that is not true today of the agen-
¢y, and I do believe that both GAO and IG have said there have
been some significant changes over the last year and a half. We are
serious. We recognize the problem, we are understanding how
deeply set it is, it goes in some cases back into the culture of the
organization, and we are bringing back very significant and fairly
rapid, for a Government agency, change in the culture and in the
way we do business.

We have taken a number of significant steps that ultimately will
lead to us being financially accountable to you and to the American
public. They include a major restructuring of the entire business
operations of the Forest Service, including %ringing in a chief oper-
ating officer, a man who has experience as the CEO of two major
corporations, and brings a business knowledge that we have never
had. He is bringing in with him people with business backgrounds
and they are helping us design and implement our business proc-
esses.

We are giving equal weight to the business side and the natural
resource side, even to the point of structuring our national organi-
zation that way. There will be an associate chief for natural re-
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sources and an associate chief or chief operating .officer for the
business side of things.

We have reduced our work force by 15 percent, almost 30 percent
in the National headquarters. We have consolidated administrative
and business offices, we have developed public and private partner-
ships to deliver our services for less money, and we have estab-
lished customer service standards as a way to try to improve our
delivery of services at lower costs.

Mr. HoRN. Excuse me, just while it comes to me, the 30 percent
that you got rid of at the National headquarters, did that simply
mean that they were reassigned to the field?

Mr. STEWART. No, most of them were—some were, some were re-
assigned to vacancies in the field, others we used the buy out and
attrition to replace. We went from 1,000 down to about 700 in a
fairly short period of time, again by using buyouts and by some
outplacements and then when people retired, just not replacing the
positions.

Mr. HORN. Are there any plans for further decentralization or
elimination of positions at headquarters?

Mr. STEWART. That is an ongoing debate, about how much—I
mentioned to you in an earlier hearing that the philosophy of the
agency at this point is decentralized natural resource decision-
making and centralized business operations and corporate informa-
tion. We have basically developed individual databases on every
unit and we are not going to do that any more, we are not going
to allow people to spend money to do that. So I suspect you are
going to see more, at least on the business side of things, central-
izing the processes and centralizing the oversight, which could re-
sult in some increase in numbers of people associated with those,
particularly as I mentioned in the financial and business arena.

We are working with Congress to implement the Government
Performance and Results Act of 1993. The first year the entire Gov-
ernment ever submitted a strategic plan and annual performance
plan to Congress was this past year. This was the first year where
there has been full implementation of that act. We take the act
very seriously, that is a very, very good management tool, very
similar to what industry uses. It does have accountability teeth in
it.

We worked very closely with GAO and with others in trying to
develop that and in general, while the overall strategic plan has re-
ceived sort of mediocre marks as most of them did from Congress
through Government, in general, I think the GAO would give us
reasonably good marks for the progress that we have made. The
main thing about that is there was an issue raised earlier about
accountability. The one thing that Government Performance and
Results Act does is it builds in accountability.

We have taken the performance measures that are in our per-
formance plan submitted to Congress, and allocated those out to
the line officers in the field. So every line officer in the organiza-
tion, down to the forest supervisor level and perhaps even down to
the district ranger has in their performance, individual annual per-
formance standards, some of the goals and objectives and perform-
ance measures that are in that national plan.
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We are implementing an integrated accounting system, as was
mentioned, the Foundation Financial Information System. You also
heard there are significant problems that we have encountered in
doing that. However, we have made some recent decisions which I
think will increase the probability of success, including the so-
called retroactive redistribution issue and these feeder systems, re-
designéng those to fit the needs of FFIS and not the other way
around.

We have also issued the desk guide for financial management. I
mentioned the fact that we were looking to bring in some highly
qualified management personnel to complement our natural re-
source skills and we have also put together a business manage-
ment team internally to review our budget and accounting activi-
ties and to try to simplify our structure. It might be interesting for
you to know that one of the reasons we have so much difficulty
tracking our information is we have never asked ourselves what is
it that we needed in the way of information, and so any time any-
body wanted to know something, we added it to the system.

Our current accounting system makes something like 75 million
entries a month from 800 different entry points. We have some-
thing like 100,000 management codes, many of them containing as
many as 99 lines of data. We have one of the most complex systems
in Government. We have got to stop that, we have got to simplify
it, we have got to get back to the basics and ask ourselves, and
with your help, what information do we need to run an organiza-
tion that essentially is the size of a Fortune 500 company.

We are making significant strides in cleaning up our data, in-
cluding our asset data which was mentioned, our inventory of prop-
erty and also putting the appropriate value on that property. So
while we are not there yet and we have got a ways to go, we have
made significant progress.

The K-V Fund, the K-V Fund was authorized by an act of Con-
gress in June 1930. The act initially established a trust fund using
deposits made by timber purchasers to reforest the sale areas, an
honorable purpose. The authority was expanded over the years to
include a whole host of items, many of which GAO just talked
about, including road improvements, watershed improvements, and
wildlife habitat improvements within the boundaries of the sale
area. Those are all desirable things also.

In response to a 1996 General Accounting Office audit, the For-
est Service assembled a task force to find better ways to limit K-
V expenditures for indirect costs to the amounts collected for this
purpose and to achieve better consistency and standardization of
indirect costs. We are in the process now of implementing the find-
ings of that task force, and they include institutionalizing national
standard definitions for indirect costs, clarifying and standardizing
procedures for the calculation of equitable indirect charges,
strengthening the linkage between K-V work planning and budget
planning, so that we have a better tie between the sale area im-
provement plan and the K-V program of work. Finally, we are im-
proving, as many said, the need, and that is a better internal con-
trol system.

We have gotten away from inspections. In the Pinchot days and
up until the 1950’s, the Forest Service did inspections. We do not
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do those any more. I think we are getting back to doing inspec-
tions.

Below-cost timber sales. National forest timber sales have always
served a number of purposes, but today, I would say Americans
place a higher f;1)1-iority on sustainability and environmental protec-
tion than they have in the past, and in response, the Forest Service
is placing more emphasis on protection and restoration of health of
the land.

Historically, much of the resource stewardship costs have been
borne by the forest management program, and I think that is what
the report that Jim was submitting for the record basically shows.
So you cannot measure the value of a stewardship program strictly
in dollars and cents. But as a result of concerns about the cost of
the timber management program, Congress in 1985 directed the
Forest Service to implement a new timber cost accounting system,
and out of that came TSPIRS or the timber sale program informa-
tion reporting system. That was reviewed by GAO in 1990 and they
found that the system that Congress had asked for had been devel-
oped and was implemented, as Congress intended.

The most recent TSPIRS report which was just released a few
weeks ago shows a loss of $88.6 million, compared to a loss of $14.7
million in fiscal year 1996.

Mr. HORN. Are you putting much credibility in those figures?

Mr. STEWART. 1 believe the statement was made by one of the
members of the earlier panel that probably the TSPIRS data is
more accurate than most of the financial data. It has been closely
watched through the years, but it is subject to some of the same
problems. I would like to submit for the record, if I might, a report
that was prepared called Changing Economics of the National For-
est Timber Sale Program, and basically what that shows is that
whether the financial numbers are correct, certainly the kinds of
activities and what has been going on in the timber program would
suggest that the trend is in the right direction.

Mr. HORN. Who is the author of the report?

Mr. STEWART. It was done in the Washington office by the forest
management staff with the help of people throughout the organiza-
tion. It includes analysis of effects on the timber program profit-
ability and so forth.

Mr. HORN. Without objection, it will be put in the record at this
point.

Mr. STEWART. Thank you.

[The information referred to follows:]
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Changing F.conomics of the
National Forest Timber Sale Program

Today’s national forest timber sales program differs dramatically from the program that existed
only a decade ago, and these changes have had a profound effect on the program’s economics. In
this regard, the objectives of this paper are: (1) to briefly describe the major changes that have
been occurring within the national forest timber sales program, and (2) to show how these
changes bave affected the program’s profitability.

Description of Major Changes

The changes that have been occurring within the national forest timber sale program can be
attributed to several factors including: evolving administrative and judicial interpretations of
agency legal requirements, advances in our scientific understanding of how ecosystems work, and
shifting public attitudes concerning the most appropriate management priorities for national forest
lands. Four specific changes will be highlighted in this paper: the trend in program size, the trend
in harvest objectives, the trend in harvest methods, and the trend in the types of products being
removed.'

Trend in Program Size:
Whether measured in terms of volume offered, volume sold, or volume harvested, the size of the
national forest timber sales program has fallen markedly in recent years. Specifically, between FY

1989 and FY 1997:

e the volume of timber being offered dropped from 11.1 to 4.0 billion board feet (BBF) -- a
decline of 64 percent;

o the volume of timber being sold dropped from 8.5 to 3.7 BBF -- a decline of 56 percent; and

o the volume of timber being harvested dropped from 12.0 to 3.3 BBF - a decline of 72
percent. (See figure 1)

! These changes are not the only factors to affect the economics of the national forest timber sale program. For a
mare complete treatment of this subject, the reader is referred to either of the following reports: 1) USDA Forest
Service, 1993, Timber Cost Efficiency Study-Final Report, Washington, DC, 140p.; or 2) Liggett, C. . AL, 1995,
Timber Program Issues: A Technical Examination of Policy Options, USDA Farest Service, Washington, DC,
301p.
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The amount of nationat forest timber being offered has been relatively constant over the last 3
years — suggesting that the size of the program is stabilizing at a new output level of around 4.0
BBF annually. (See figure 1) If this indeed occurs, the program’s new output level will
approximate that characteristic of the early 1950’s.
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Figure (1) -- Trend in Size of the National Forest Timber Sales Program.

Trend in Harvest Objectives:

National forest timber is sold and harvested for essentially three reasons:

o To provide timber in response fo the Nation’s demand for wood -- called “timber
commodity” purpose sales.

¢ To help achieve various land management objectives that require managing the existing
vegetation (e.g., improving forest health, reducing the risk of catastrophic fire, and creating
desired wildlife habitat) -- called “forest stewardship™ purpose sales.

o To provide firewood, posts, Christmas trees, and other miscellaneous forest products to
individuals for their own consumption -- calied “personal use” purpose sales.
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In the past, the vast majority of national forest timber sales were for “timber commodity™
purposes. Today, however, more and more sales are being made to advance “forest stewardship”
objectives. The shift that has occurred just since FY 1993, when the three different classes of
sales were first distinguished for reporting purposes, is depicted in figure (2). As this figure
shows:

e The size of the “timber commodity” component has steadily fallen from 71 to 52 percent of
harvest volume.

o The size of the “forest stewardship” component has steadily grown from 24 to 40 percent of
harvest volume.

o The size of the “personal use” program component has been relatively stable at 5 to 8 percent
of harvest volume.

v

Proportion of Total Harvest Volume

1993 1994 1995 1996 1897
Fiscal Year

r-Timber Commodity EForest Stewardship EPersonal Usi]
L

Figure (2) -- Trend in Size of Different Components of the National Forest Timber Sale
Program.

In interpreting the preceding figure, remember that the indicated shift in program emphasis has
occurred against the backdrop of a shrinking program. Furthermore, recognize that stewardship
purpose sales may be undertaken for any of several reasons. These are:
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Forest Ecosystem Health -- Includes projects, or parts of projects, the primary objective of
which is any of the following: (1) promoting long-term forest ecosystem health through forest
pest and fuels (combustible materials) management; (2) preventing resource losses and
ecosystem damage from catastrophic eveats, such as fire and windstorms; (3) keeping forest
ecosystems within their historic range of variability; or (4) reducing reforestation and site
rehabilitation costs after catastrophic events.

Recreation/Visual/Cultural Resource Enhancement -- Includes projects, or parts of projects,

the primary objective of which is any of the following: (1) removal of trees that create hazards
around recreation or cultural resource areas; (2) opening desired vistas; or (3) regenerating
specific species -- €.g., aspen -- to create landscape variety.

Wildlife Habitat Management -- Includes projects, or parts of projects, the primary objective
of which is to create and/or perpetuate habitat conditions favorable to certain species of
wildlife. Illustrative would be a project that seeks to stimulate acorn production by
controlling competition in oak stands.

Eisheries Habitat Management and Watershed Improvement -- Includes projects, or parts of

projects, the primary objective of which is either of the following: (1) creating and/or
perpetuating desirable fisheries habitat; or (2) managing watersheds to attain specific
objectives such as increased soil stability, higher water quality, or improved control over
water yields. Illustrative would be a project that seeks to influence rates of snowmelt by
regulating timber-stocking levels, and thereby shading.

Threatened & Endangered (T&E) Species Habitat M: ot -- Inciudes projects, or parts
of projects, the primary objective of which is to create and/or maintain suitable habitat for
T&E species. Illustrative would be projects undertaken to create and/or preserve vegetative
patterns preferred by old growth dependent, or riparian species such as the northern goshawk
and Pacific fisher.

Range Resource Enhancement -- Includes projects, or parts of projects, the primary objective
of which is to improve the range resource for use by domestic livestock. Illustrative would be
a project that creates openings improving the production of forage for cattle.

Nontimber Products -- Includes projects, or parts of projects, the primary objective of which
is to implement a stewardship objective through the commercial sale of nontimber products
such as posts, poles, firewood, and Christmas trees.

Other -- Includes projects, or parts of projects, the primary object of which is to implement a
stewardship objective that cannot be classified into any other stewardship purpose category.
[llustrative would be a project intended to clear right-of-way for a general purpose forest
road.
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In FY 1997, the vast majority of stewardship purpose sales were made to benefit forest ecosystem
health. Indeed, such sales accounted for nearly three-quarters of all the volume harvested for
stewardship purposes. Other significant reasons for stewardship harvesting included the desire to
manage both wildlife habitat and T&E species habitat. Together, these two objectives accounted
for over 15 percent of the total volume harvested for stewardship purposes.

The following series of photos (photos 1-4) from the Lick Creek Experimental Forest located on
the Bitterroot National Forest south of Missoula, Montana, demonstrate how the Forest Service is
using stewardship harvesting in combination with prescribed fire to: (1) restore historic forest
conditions; (2) reduce the risk of catastrophic, stand-replacing fires; and (3) promote
sustainability. This area was once subject to frequent low intensity ground fires, which served to
maintain a ponderosa pine forest characterized by a relatively open, park-like structure.

Photo No. 1 shows the condition of the area before treatment. As indicated, this site, which had
once been dominated by large, widely spaced ponderosa pine, was now occupied by an
unnaturally dense understory of fir and cedar. These conditions were the resuit of heavy logging
in the early 1900’s followed by subsequent exclusion of fire. Perpetuation of these conditions
would have represented an open invitation to disaster.

Photo No. 2 shows the same scene after understory trees have been removed through logging.
As indicated, the stand is now much more open. Additionally, the tan-skinned ponderosa pine
that once dominated the site are now much more evident. The logging debris that is visible in the
foreground has been deliberately left so that it can contribute nutrients to the soil.

Photo No. 3 shows the same scene while a prescribed burn is in progress. Note how the fire is
burning around the larger ponderosa pine. Strategically, it is important to treat such areas before
the duff layer -- i.e., the layer of bark, needles, branches, and other woody debris that accumulates
on the forest floor -- becomes too deep. In overly dense stands, this layer may be as much as two
feet deep. Under these circumstances, a fire can burn so hot that it damages the roots of even the
larger trees, thereby killing them.

Photo No. 4 shows the same scene 1-year after the completion of the prescribed burn. This is
probably visually similar to how the area looked before being logged for the first time in the early
1900’s. Now that the competing vegetation has been removed, the residual ponderosa pine trees
will grow rapidly, and will provide a natural seed source for new ponderosa seedlings. Managers
may want to use prescribed fire on this site again in another 10 to 25 years. Where debris
accumulations are heavy, two or three prescribed fires may be needed.



Photo No. 1 -- Pretreatment condition of the site.

Photo No. 2 -- Site following removal of selected trees.
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Photo No. 3 -~ Site undergoing a prescribed burn.

Photo No. 4 -- Site l-year after prescribed burn.
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Photo No. 5 shows how stewardship harvesting aimed at reducing forest fuels can dramatically
influence fire behavior and ultimately the extent of resuitant resource damages. The area pictured
is a portion of the Wenatchee National Forest in Region 6 that was burned by the Tyee Fire in
1994. Prior to the fire, a “shaded fuelbreak™ had been created by mechanically thinning and
removing the understory vegetation and “fuel ladder” conditions from a strip of land along the top
of the ridge.? As shown, before reaching the fuelbreak the fire was a lethal, stand-replacement fire.
Upon reaching the break, however, the fire dropped to the ground and burned across the break
without damaging any of the larger trees. Once it had traversed the break, the blaze once again
jumped back into the crowns of the trees.

Trend in Harvest Methods:

Between 1989 and 1997, consistent with the decline in the size of the timber sales program, the
amount of national forest land being annually impacted by timber harvesting has also dropped -
from 1,015,418 acres to 457,848 acres, a reduction of over 55 percent. At present, less than 1
percent of the area identified in forest plans as being suitable for timber production is actually
impacted by harvesting operations in any given year.

In the past, clearcutting —- i.¢., removing all the trees within a specified area at once -- was used to
harvest substantial volumes of national forest timber. Over time, however, this method of
harvesting became increasingly controversial. As a consequence, in FY 1992, a policy decision
was made to de-emphasize the use of this practice. Since that time, the acreage of national forest
land being harvested by means of clearcutting has steadily fallen -- from 162,664 acres in FY
1992, to 45,854 acres in FY 1997 -- a decline of almost 72 percent. (See figure 3)

The decline in the number of acres being clearcut cannot be fully explained by the fact that the
size of the national forest timber sales program has fallen, because usage of clearcutting has
dropped in relative as well as in absolute terms. Since the policy on clearcutting was adopted in
FY 1992, clearcutting as a proportion of all timber harvesting has fallen from 22 to 10 percent.
(See figure 3)

Besides the reduction in the use of clearcutting, a growing number of national forest managers are
opting to require “environmentally sensitive” logging techniques -- €.g., cable as opposed to
ground logging systems, or helicopter as opposed to cable logging systems.

? A “fuel ladder” consists of combustible materials of varying heights that can allow a fire to climb from the forest
floor into the crowns of the overstory trees. '
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Figure (3) -- Trend in Use of Clearcut Harvesting.

Trend in Type of Products Being Removed:

The last trend to be documented concerns the changing nature of the timber products being
harvested off national forest lands. The products being removed today are substantially different,
in two important respects, from the products commonly removed in the past. One difference
relates to the mix of sawtimber and nonsawtimber sized material. The second difference relates to
the mix of green and salvage material.

Mix of Sawtimber vs. Nonsawtimber Material -- In the past, considerable emphasis was placed on
converting mature or overmature stands with young, rapidly growing stands. Consistent with this
situation, a relatively high percentage of harvest volume tended to be sawtimber sized trees.
Today, more and more emphasis is being placed on partial cutting, and on using timber harvesting
as a tool to improve forest health and reduce forest fuels. Consistent with this situation, sinaller-
sized trees now comprise a greater proportion of the total harvest mix. The actual trends are
shown in figure (4). The data indicate that in FY 1989 nonsawtimber volume coustituted only 20
percent of the total harvest -- but today it accounts for over 40 percent of the program.  ~
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Figure (4) -- Trend in Amount of Sawtimber v. Nonsawtimber in Harvest Mix.

Mix of Green vs. Salvage Matenial -- In the past, most national forest timber sales were
undertaken to help meet the Nation’s demand for wood -- i.e., they were timber commodity
purpose sales. Consistent with this fact, the bulk of the timber offered for sale was green. Today,
because public concern over forest health has grown, salvage volume has become an increasingly
important part of the agency’s total offer mix. The actual trends are shown in figure (5). The
data indicate that in FY 1989 salvage volume accounted for only about 20 percent of the total
offer volume -- but today it represents over 40 percent of the program.
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Figure (5) -- Trend in Amount of Green v. Salvage Volume in Offer Mix.
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Effects on Program Profitability

Figure (6) shows how the four trends discussed above, in combination, have affected the
profitability of the national forest timber sales program. Before the figure can be interpreted, a
major accounting change that was implemented in FY 1997 needs to be discussed. This change
concerns the treatment of “road prism” costs. These are the costs associated with constructing
the roadbeds that are an integral part of all timber access roads. Prior to FY 1997, consistent with
generally accepted accounting principles applicable to the private sector, these costs were
permanently capitalized into land values. This treatment was predicated on the assumption that if
the prisms were properly maintained, they would have an infinite useful life. Starting in FY 1997,
consistent with new accounting standards for federal agencies, these costs must be annually
expensed. Although this change does not require the Forest Service to restate its prior year
financial results, some restated figures were used in constructing figure (6). This was done so that
the impacts of the various trends that have been discussed could be examined without being
confused by the effects of the new accounting procedure. Specifically, for the period FY 1993 to
FY 1997, figure (6) shows two sets of total expense and net revenue curves — one reflecting the
situation “without” annua! expensing of road prism costs (the old procedure), and one reflecting
the situation “with” annual expensing of road prism costs (the new procedure).
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Figure (6) -- Trend in Timber Sale Revenues, Expenses, and Net Revenues With (w) and
Without (wo) Annual Expensing of Road Prism Costs.
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As figure (6) shows, regardless of how road prism costs are assumed to be handled, program-
related revenues and expenses have both been declining since FY 1993 -- but revenues have been
falling more rapidly than expenses, thereby causing net revenues (i.e., profits) to drop. Without
annual expensing of road prism costs (the old procedure), net revenue has declined from +3301
million in FY 1993 to -$37 million in FY 1997. With annual expensing of road prism costs (the
new procedure), the net revenue drop over the same period of time has been from +$216 million
to -$89 million.’

The downward trend in program size has adversely affected the program’s profitability in
essentially two ways -- by causing revenues to fall, and expenses to increase. Revenues have
fallen because substantially less volume is being sold and harvested today than was the case in the
past. Expenses have increased because of the diseconomies associated with operating the
program at a smaller scale. Prior Forest Service studies have shown that the unit costs of many
important timber-related activities -- e.g., site preparation, harvest administration, reforestation,
and timber stand improvement -- tend to increase as they are performed on fewer acres.

The trend in harvest objectives has adversely affected the program’s profitability primarily by
causing revenues to fall. Revenues have fallen because the timber included in “forest
stewardship™ and “personal use” purpose sales is not selected on the basis of its commercial value,
but on the basis of other considerations such as the particular management objectives to be
achieved. Accordingly, as figure (7) shows, in FY 1997 the unit revenue -- i.e., revenue per
thousand board feet (MBF) of volume harvested -- was substantially less for these types of sales
than it was for timber commodity purpose sales. In contrast, unit expense -- i.e., expense per
MBF of volume harvested — differed very little by sale purpose. The end-result was that unit net
revenue -- i.e., profit per MBF harvested -- was much less for forest stewardship and personal use
purpose sales than it was for timber commodity purpose sales. As these types of sales have
grown to become a more important part of the overall sales program, financial profitability has
suffered.

The trend in harvest methods has adversely affected the program’s profitability by increasing
costs. It is generally recognized that both sale preparation and harvest administration costs tend
to be higher for partial cutting systems. Additionally, partial cutting systems often necessitate
accessing more acres than clearcutting in order to realize a given volume -- which can sometimes
create a need for more road construction.

® The financial consequences and other aspects of the Forest Service's FY 1997 forest management program are
reviewed in depth in the latest Forest Management Program Annual Report.
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Figure (7) -- Comparison of Financial Performance of Different Timber Program
Components in FY 1997,

Finally, the trend in the types of products being removed from the national forests has adversely
affected the timber program’s profitability by reducing revenues. Revenues have declined because
nonsawtimber tends to be less valuable than sawtimber, and salvage material tends to be less
valuable than green material. Nonsawtimber is typically less valuable because it cannot be
manufactured into as broad an array of products, and oftentimes it contains very little clear, high-
grade wood. Salvage material is typically less valuable because frequently it has been damaged,
or suffered some degree of deterioration.

While the preceding trends have all had an important affect on the profitability of the national
forest timber sales program, they are not the only factors that have been operative. Other factors
that have had an affect, especially on program costs, include the following:

¢ Open Process and High Environmental Standards — From a procedural standpoint, the Forest

Service adheres to a very open process in planning timber sales; members of the public are
provided many opportunities to express their views on any proposed action. From an
operational standpoint, the agency carries-out timber sales within the context of forest plan
standards and guidelines designed to protect important environmental values. While these
requirements are deemed to be beneficial, as various investigators have observed — they do
sometimes increase costs.*

* See either of the following reports: (1) General Accounting Office; 1996; PUBLIC TIMBER - Federal and State
Programs Differ Significantly in the Pacific Northwest; GAO/RCED-96-108; 16 p; or (2) Keegan, Charles E. 11l et
al; 1996; “Timber Management Costs: A Comparison Among Major Landowners in Idaho and Montana;™
Montana Business Quarterly Vol 34, no. 2: pp. 9-14.
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e Consensys Buildi havior — Many Forest Service field managers, in an effort to minimize
the likelihood that proposed timber sales will be either appealed or litigated, have consciously
elected to adhere to certain procedures that, although they may increase costs, may also make
the projects less controversial. Illustrative of these practices are the following: reducing the
size of proposed sales; requiring more environmentally sensitive methods of logging (e.g.,
helicopters); emphasizing thinnings as opposed to regeneration harvests; emphasizing
pulpwood and other smaller products as opposed to sawtimber; and including nonsale
activities favored by the public (e.g., road obliteration) in sale proposals.

o Increasin Tt of Relatively Fixed Costs — Some timber program costs —e.g.,
depreciation on existing facilities and roads, line officer support, rents, utilities, and so on —
tend to change relatively little with program size. In recent years, as the size of the timber
sales program has shrunk, these costs have become an increasingly important element of
overall program costs. This fact has made it more difficuit to control unit costs.

o Disappearance of the Pipeling — Pipcline volume represents advanced sale preparation for
future years. For a period of time, as the national forest timber sale program became
increasingly controversial, managers were able to keep their output levels up, and their unit
costs down, by drawing upon this type of volume. Eventually, however, this cushion
disappeared — and the impacts of various factors on program costs could no longer be
avoided.

o Shrinking Voluyme Under Coptract — Volume under contract represents the amount of pational
forest timber that purchasers have acquired but not yet harvested; it is a key factor in
determining the rate at which costs in the “sale activity pool” of TSPIRS are written-off.
Specifically, the volume under contract is inversely related to the rate at which sale pool costs
are expensed. In recent years, since the volume under contract has been declining — the
proportion of sale activity pool’s balance being expensed has increased.

Concluding Observations

For several years the Forest Service has been striving to ensure that its timber-related activities
are conducted as efficiently as possible. As previously noted, a pumber of major cost efficiency
studies were conducted in the early 1990’s. Those studies led to the development and
implemnentation of national as well as regional cost efficiency action plans. More recently, the
Washington Office instituted a series of regional cost efficiency reviews designed to highlight
emerging efficiency problems and the actions being taken to deal with them. Additionally, the
agency’s Timber Sale Preparation Handbook was amended to require the performance of an
efficiency analysis during the initial planning of all proposed tirber sale offerings. The principal
objective of this analysis is to identify possible economic viability problems before substantial
resource commitments have been made.
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The success of the preceding actions, as well as other steps that have been taken, has been mixed.
As figure (6) shows, total timber program expenses have been decreasing since FY 1993 —but
this decrease has not been enough to preserve the program’s overall profitability. Indeed, it now
appears that as the Forest Service’s timber management program has evolved from a large-scale
enterprise focused mainly on fiber production to a smaller-scale enterprise focused largely on
using timber sales to help promote forest and ecosystem health ~ it has also been transformed,
perhaps unavoidably, from a profit-making to a net-cost endeavor.

When seekibg to evaluate the financial performance of the national forest timber sales program,
several fundamental points should be kept in mind. These include the following:

The national forests have a very different mandate from private timber companies. — As a
matter of law and policy the national forests are not managed like private timber companies,
and these differences profoundly effect the revenues received as well as the costs incurred.
Typically timber is grown for longer periods of time before being harvested, higher stocking
levels are maintained, more attention is given to natural and uneven-aged management, greater
emphasis is placed on the non-timber values obtainable from forest lands, and far more open
and publicly accessible administrative processes and procedures are utilized. Recognizing
these differences, one must ask — to what extent should profitability considerations dictate
when national forest timber may be sold and harvested?

Timber sales are oftentimes the least net cost method of achieving desired non-timber
management objectives. — A 1994 Forest Service study of 19 national forests from around the
country found that timber sales, even some that may be below-cost, are frequently the *least
net cost method” of attaining various non-timber management objectives that require
manipulating the existing vegetation — e.g., improving forest health, reducing forest fuels, and
creating desired habitat conditions.” The basic reason is that the alternatives to a timber sale —
e.g., prescribed burning, use of chemical herbicides and pesticides, and mechanical treatments
such as cut and leave — do not generate any revenues to help offset their costs of application.
This suggests that a policy that precludes ail below-cost timber sales would oftentimes cause
overall net operating costs at the forest-level to increase, not diminish.

Timber sales provide many benefits beyond the revenues earned. — Revenues are not the only
benefit derived from national forest timber sales; indeed, they are typically not even the most
important benefit. From an economic perspective, other important benefits include the job
opportunities that are created, the income that is generated for individuals and businesses, and
the incremental tax receipts that various levels of government coilect from taxing this income.
From an ecological perspective, the additional benefits include the full array of long-term
resource management goals achievable through stewardship harvesting — e.g., better

* See: Reyna, Nick and Prausa, Rick, 1994. Evaluating the Use of Timber Harvest on 19 National Forests: An
Exploratory Study of Below-Cost Timber Sale Issues and Changing Manag, Conditions. USDA Farest
Service. Washington, DC. 16p.
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understory browse for grazing livestock, improved water yields, and restoration of stands to
historic and sustainable conditions. Finally, the wood that is produced helps to satisfy market
demands without relying on: 1) expanded use of non-renewable substitutes (e.g., plastics,
metals, and concrete), or 2) expanded imports.

o National forest timber is competitively sold 1o private industry at fair market value. — There
is no subsidy associated with the sale of national forest timber. Before timber is sold, an
appraisal is conducted to estimate the material’s fair market value —and, by law, it cannot be
sold for less than this amount.® When a saie is made, competitive bidding occurs and the
contract is normally awarded to the qualifying firm offering the highest bid.” There are
essentially two reasons why the Forest Service cannot always price its timber high enough to
cover its full costs of production. First, there is the fact that the policies and procedures under
which it operates tend to make it a refatively high cost timber producer. Secondly, there is the
fact that price it can charge is determined in an open market where most purchasers have the
choice of buying either public or private stumpage. Given these circumstances, should the
agency seek to fully recover its costs, in many cases it would only succeed in pricing itself out
of the market and losing its ability to use timber sales as a management tool. As was noted
above, in many instances the end result would be higher, not lower, net operating costs.
Although the agency could refuse to make timber sales where it cannot recover its full costs of
production, consistently behaving in this manner couid jeopardize its ability to: 1) fulfill its
congressionally mandated mission to “furnish a continuous supply of timber for the use and
necessities of the citizens of the United States,” * 2) meet the needs of timber-dependent
communities, and 3) sustain an adequate level of mill capacity to ensure a competitive market
for any woody material that it may subsequently choose to offer through stewardship sales.

We hope this paper has helped to deepen your understanding of the complexities associated with
managing diverse national forest ecosystems, and welcome any questions you may have.

¢ 36 CFR 223.60 and 223.61
736 CFR 223.100
® Organic Administration Act of June 4, 1897.
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REVIEW OF TSPIRS AND FY 1997
CHANGES

Most of the information presented in this report was compiled by the Timber Sale
Program Information Reporting System (TSPIRS). Accordingly, it is appropriate to briefly
describe its origin, structure, and objectives.

Review of TSPIRS

TSPIRS was developed in response to Congressional direction contained in the
Conference Committee Report on the 1985 Interior Appropriations Bill. The imperus for
this direction was concern over “below-cost” sales, and the desire to have better
information on the benefits and costs of selling national forest timber. The system was
“pilot-tested” during FY’s 1987 and 1988, and was officially implemented in FY 1989. It
consists of three parts, each of which is described below.

The Financial Accdﬁnt

The TSPIRS financial accoust displays the revenues, expenses, and resuitant net revenues
(i.e., revenues minus expenses) associated with the harvesting of national forest timber in a
given year -- doing so in an annual financial statement format. [t was jointly developed by
the Forest Service and General Accounting Office (GAO).

Separate financial accounts are developed by forest, region, and for the Forest Service as a
whole. Additionally, at each administrdtive level, revenues, expenses, and net revenues
are separately reported for three distinct components of the overall sales program.  These
components are; i

e Timber Commodity Purpose Sales -- This comi)onem includes sales being made
primarily to supply timber in response to society’s demand for wood.

o Forest Stewardship Purpose Sales -- This component includes sales being made
primarily to help achieve desired ecological conditions and/or to attain some non-
timber resource objective that requires manipulating the existing vegetation -- e.g.,
improving forest health or reducing forest fuels.
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o Personal Use Purpose Sales — This component inciudes sales being made primarily to
supply firewood, Christmas trees, and other miscellaneous forest products to
individuals for their own consumption.

The revenues that are recognized in the financial account include actual stumpage receipts,
purchaser road credits used to pay for harvested timber,' purchaser deposits for such
things as road maintenance and brush disposal -- called associated charges, and any
interest or penalty payments that are assessed.

The expenses that are recognized in the financial account fall into four broad categories:

e Direct Timber Sale Expenses -- Included are the costs of such activities as sale
preparation and harvest administration.

¢ Direct Timber Program Expenses -- Included are the costs of such activities as
transportation planning, conducting silvicultural examinations, and reforesting cutover
areas.

o Indirect Timber Sale Expenses -- The primary thing included here is the cost of
dealing with appeals and litigation.

o Indirect Timber Program Expenses -- Inciuded are any costs of a “general
administration” nature -- i.e., the portion of line management and program support
costs that is properly chargeable to the timber program.

To better match annual sale-related revenues to annual sale-related expenses, expenses
that are long-term investments -- i.e., expenses that will benefit future sale-related
activities as well as those being conducted in the reporting year -- are placed into one of
three pools and are redistributed back to a particular year based on pre-established
formuias. This method of accounting is calied “accrual™ accounting, and it differs from
“obligations-based” or “casb-flow” accounting.

TSPIRS recognizes three cost pools. These are:
e Sale Activity Pool -- This pool includes those costs directly associated with the

preparation of timber sales. The costs placed in it are expensed using the ratio of
volume harvested to volume harvested plus volume under contract.

! Purchaser road credits are earned as timber purchasers complete construction and/or reconstruction of
Forest Service mandated roads. The work must be performed to standards established by the Forest
Service, and the amount of credit earned is governed by cost estimates developed by agency engineers.
These estimates reflect the costs that an operatar of average efficiency should incur to perform the desired
work.

16~
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» Growth Activity Pool — This pool includes those costs associated with growing
' timber over an entire rotation. The costs placed in it are expensed using the ratio of
volume harvested to the total growing stock volume on suitable lands.

¢ Depreciation Pool -- This pool includes those costs associated with roads and
facilities. The costs placed in it are depreciated over predetermined periods of time set
to approximate each asset’s anticipated useful live.

The method that TSPIRS uses to “pool” certain costs and subsequently “write-them-off”
in later years is consistent with Federal government accounting standards as prescribed by
such authoritative bodies as the Federal Accounting Standards Advisory Board (FASAB).

Over the years, considerable debate has surrounded the question of whether or not the 25
percent of timber sale receipts that must, by law, be returned to the states and counties for
use in supporting local schools and roads -- i.e., “payments to states” -- should be counted
as a timber program cost.” Some argue that since the original intent of these payments
was to substitute for the property taxes that private landowners would pay, they should be
treated as a cost. The Forest Service, however, has consistently maintained that these
payments are not a program cost, but a redistribution of income that occurs outside the
agency’s normal financial activity. Accordingly, while payments to states for FY 1997 are
documented in this report, they are not treated as a timber program cost.

The Forest Service recognizes that the decline of the timber sales program, because it
directly influences the size of the receipt-share payments that are made, has had a
profound effect on some local comrmunities. In response, the agency has proposed
severing the existing linkage between such payments and national forest receipt levels.
Under this proposal, which has been forwarded to Congress as part of the President’s
recommended budget for FY 1999, states and counties would receive the greater of: 1)
the receipt-share payment they received in FY 1997, or 2) 76 percent of the average
payment they received during the 5-year period from 1986 to 1990. It has been estimated
that adoption of this reform would return an additional $37 million to the states and
counties in FY 1999.

The Economic Account
The TSPIRS economic account displays the long-term benefits and costs expected to
result from a given year’s timber harvesting activities. The account’s information

complements the data in the financial accouat in three ways:

e by considering future effects, not just immediate effects;

? payments were originatly authorized through legislation enacted on May 23, 1908. (Ch. 192, 35 Stat.
251, as amended; 16 U.S.C. 500, 16 U.S.C. 553, 31 U.S.C. 534)

17
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¢ by recognizing effects on all resource values, not just timber-related effects; and
» by examining “economic” effects, not just “financial” effects.

All of the preceding differences merit brief clarification. Concerning the first distinction,
the basic idea is that the financial account uses a single year as its frame of reference -- i.e..
the year during which the timber harvesting operations being evaluated were actualty
conducted -- while the economic account considers a timeframe that is infinite in length.
Concerning the second distinction, the basic idea is that the financial account documents
only timber program effects, while the economic account considers how timber harvesting
affects all resource programs - i.e., recreation, wildlife, fisheries, grazing, soils, and water.
Finally, concerning the third distinction, the basic idea is that the financial account
examines only actual receipts and expenditures, while the economic account, where
appropriate, uses state-of-the-art non-market analysis techniques to quantify relevant
resource effects that cannot be evaluated by other means.

The economic account is constructed by performing what is called a “with-and-without”
analysis. Initially, relevant resource effects are estimated under the assumption that a
particular year’s timber harvesting operations are indeed conducted. Next, these same
resource effects are estimated using the assumption that no timber harvesting occurred.
Lastly, the marginal or incremental output changes attributable to timber harvesting are
evaluated. These output changes may be immediate or delayed (i.e., experienced now or
experienced later). Additionally, the changes may be either positive (e.g., increased
recreation and decreased sedimentation) or negative (e.g., decreased recreation and
increased sedimentation. Once the relevant output effects have been expressed in physical
terms -- e.g., animal unit months (AUM’s) in the case of grazing, or visitor-days (RVD’s)
in the case of recreation -- they are re-expressed as monetary equivalents. The unit values
employed to make these conversions are taken from the best available information sources
which may be site-specific research studies, values used in RPA planning, or values set-
forth in forest plans.

To facilitate making direct comparisons between monetary values occurring at different
points in time, the economic account discounts the values of all anticipated output
changes, positive as well as negative, back to the desired base year using a 4 percent real
rate of interest. The present value of the negative output changes is then deducted from
the present value of the positive output changes to determine the present value of the
benefits. As a last step, the present value of any costs, including road costs, that will have
to be incurred to realize the projected benefits is subtracted from the present value of the
benefits themselves to derive two “present net value” (PNV) figures -- one that considers
timber resource effects only, and one that considers effects on all resources, including
timber.

Conceptually, when the PNV, considering all resource effects, is positive, it indicates that,
at the assumed rate of interest, the timber harvesting investments that were made during

the year in question were economically justified, because the present value of the expected

18 °
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long-term benefits exceeded the present value of the expected long-term costs. This fact
illustrates one of the complexities of the below-cost sale controversy - namely, that of
selecting the criteria by which to determine if a below-cost situation exists. It is not
uncommon for forests to have a negative net revenue in the financial account of TSPIRS
and yet have a positive PNV in the economic account.

The Employment, Income, and Program Level Account

The TSPIRS employment, income, and program level account displays the employment,
income, and Federal income tax benefits attributable to a given year’s timber harvesting
activities — and also documents certain key timber program accomplishments. Like the
financial account, its frame of reference is a single year - this being the year in which the
harvesting operations being reported upon were actually conducted. Despite this
similarity, however, the information contained in the account compliments the data
presented in the other accounts of TSPIRS in two ways:

» by recognizing certain important social and economic impacts not captured in the
other accounts; and

¢ by providing a more complete description of timber program accomplishments.

Because of these differences, inclusion of the account strengthens TSPIRS and enables the
reporting system, in the aggregate, to more fully portray the “net public benefit” that
results from each year’s forest management program.

The employment and income figures shown in the account are developed using IMPLAN
or some other suitable input-output model, and the implied Federal income tax changes
are computed as a percentage of the estimated income effects. While the last measure may
require no explanation, some clarification of the other measures seems appropriate.

The account’s employment figures depict the average number of full- and part-time
employees using National Income and Product Account conventions. Additionally, they
indicate not only the “direct” employment attributable to the national forest timber
program, but aiso any relevant “indirect” and “induced” employment effects. Direct
effects capture the initial economic consequences that result from some Forest Service
action -~ e.g., additional sawmill production stimulated by national forest timber sales.
Indirect effects capture the additional economic consequences that occur as supplying
industries respond to the changed input requirements of the directly impacted industries —
e.g., increased purchases of fuel, trucks, and equipment by sewmills so they can process
national forest timber. Finally, induced effects capture the added economic consequences
that result from adjustments in household spending that are attributable to changes in
either the original industries or their suppliers — e.g., increased purchases by any new
workers hired by sawmills or their suppliers because of the processing of national forest
timber.
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The account’s income figures indicate what is called “total regional factor income,” and
they consist of essentially three things. These are:

o Employee Compensation -- This part includes wages and salaries, and supplements
to wages and salaries (e.g., eniployer contributions to employee health benefit and
retirement plans).

e Proprietor’s Income -- This part includes the income of sole proprietorships,
partnerships, and tax-exempt cooperatives.

e Other Factor Income -- This part includes such things as rental income, interest and
dividend earnings, and corporate profits.

As with employment, the income figures reported in TSPIRS as being attributable to the
forest management program include the direct, indirect, and induced effects. The Federal
income tax consequences are determined by taking 15 percent of the estimated income
figures.

The program accomplishments that are reported include more than the three measures
typically stressed -- i.e., volume offered, volume sold and awarded, and volume harvested.
Specifically, the account also presents data on: the area of land impacted by harvesting
activities; the volume of free use firewood produced; the number of Christmas trees cut;
the value of other “non-convertible products” produced (e.g., cones, boughs, and ferns);
the area of land regenerated through planting, seeding, or by natural means; the area of
land on which timber stand improvement activities were conducted (e.g., release, weeding,
pruning, and precommercial thinning); and the mileage of timber access roads constructed
and/or reconstructed using either appropriated moneys or purchaser road credits.

FY 1997 Changes

In FY 1997, a significant change was made in the way TSPIRS handles “road prism”
costs. These are the costs, including excavation costs, that the agency incurs to construct
the roadbeds that are an integral part of all timber access roads. This section describes the
nature of the accounting change as well as its effects.

Change in Treatment of Road Prism Costs
For the past few years, the Federal Government has been developing and implementing
new accounting standards. The body charged with developing and recommending these

standards is the Federal Accounting Standards Advisory Board (FASAB). Assuming
FASAB’s recommendations are subsequently approved by the Office of Management and

20
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Analysis of Financial Trends

The factors that underlie the revenues and costs associated with the national forest timber
sales program, and thereby the program’s profitability, were discussed at some length in last
year’s TSPIRS Report. As noted at that time, these factors are many and varied — and they
run the gamut from being relatively obvious to being extremely complex. This section of the
report provides a quick review the principal factors that bave been affecting timber program
revenues and costs. For a more complete examination of these topics, especially those
relating to timber program costs, readers are referred to either of two comprehensive timber
cost efficiency reports that the Forest Service has published in recent years.

Factors Affecting Timber Program Revenues

The factors affecting timber program revenues have not been studied as extensively as those
impacting program-related costs, but nonetheless some key reasons for the observed drop-off
in receipts are apparent. These include the following:

Decline in Program Size: — The steady decline in the volume of natiopal forest timber being
barvested each year — from 12.0 BBF in FY 1989 to 3.3 BBF in FY 1997 - represents the
most important reason why total timber sale revenues have dropped in recent years. Other
things being equal, when less output is sold; less sales revenue is earned. Of course, in any
given year, the prices that may be charged for national forest timber can either moderate or
aggravate the effect of declining sales volume. In FY 1997, the average revenue eamed from
the harvest of national forest timber was up somewhat from FY 1996 — $176/MBF as
opposed to $166/MBF — but was still down compared to either FY 1994 ($184/MBF) or FY
1995 ($180/MBF).°

Shift to Stewardship Purpose Sales: — Apother factor that has reduced timber program
revenues, and thereby profits, is the continuing shift from “timber commodity” to “forest

stewardship™ purpose sales. As has been noted, between FY 1993 when the sale purpose
codes were first implemented, and FY 1997:

o The size of the timber commodity program component, expressed as a proportion of total
harvest volume, declined from 71 to 52 percent.

o The size of the forest stewardship program component grew from 23 to 40 percent.

% The study reports being referred to are: (1) USDA Forest Service, 1993, Timber Cost Efficiency Study-Final
Report, Washington, DC, 140 p.; and (2) Liggett C. et al., 1995; Timber Program Issues: A Technical
Examination of Policy Options, USDA Forest Service, Washington, DC, 301p.

® Average revenue was computed by dividing the total revenue earned by the total volume of national forest
timber harvested. All the values ghown are in terms of constant FY 1997 dollars.
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» The size of the personal use program component was relatively stable at 7 to 8 percent of
harvest volume.

The shifts implied by the preceding figures have had a significant effect on overall program
profitability because of the differing financial characteristics of the various kinds of sales,
which are highlighted in Figure (15). As the figure indicates:

» Average unit revenue varies substantially by program component — from $212/MBF for
timber commodity purpose sales, to $161/MBF for forest stewardship purpose sales, to
$19/MBF for personal use purpose sales. These differences reflect the fact that the
different types of sales are undertaken for fundamentally different reasons. As explained
earlier, timber commodity purpose sales are intended to help meet the nation’s demand for
wood, and as a consequence they are designed to include a significant proportion of
commercially valuable timber. This is not the case for forest stewardship and personal use
purpose sales. Most of the timber included in these sales is selected based on the
management objectives to be achieved, not because of commercial considerations.

o Average unit expense varies relatively little between timber commodity and forest
stewardship purpose sales, equaling $208/MBF for the former and $205/MBF for the
latter. The comparable figure for personal use purpose sales is somewhat lower —i.e.,
$167/MBF — but not greatly different (See Figure 15). These results are somewhat
puzzling given that the procedural requirements associated with personal use purpose
sales tend to be considerably less complex than those associated with timber commodity or
forest stewardship purpose sales. The explanation lies in the fact that personal use sales
produce very little wood volume, and thus their unit costs tend to be quite high.

o Average umit net revenue differs greatly between program components ranging from
+$4/MBF for timber commodity purpose sales, to -$44/MBF for forest stewardship
purpose sales, to -$148/MBF for personal use purpose sales. These results are a direct
consequence of the fact that unit revenues vary widely while unit expenditures are
relatively constant.

It may be worthwhile to stress that these relationships are to be expected, and indeed are
traceable to the specific objectives of each class of sales. As decisions about sale design are
made less-and-less on the basis of financial considerations (e.g., what timber should be
removed in light of current market needs), and more-and-more on the basis of ecological
considerations (e.g., what timber should be removed to create certain desired habitat
conditions), it is reasonable to expect that program profitability will suffer. This suggests that,
except possibly for timber commodity purpose sales, profitability may no longer be an
appropriate measure for judging the performance of the Forest Service’s forest management
activities.
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Figure (15) -- Comparison of Timber Program Components in terms of Selected Program
Indicators.

Changing Nature of Products Being Sold: -- A third factor that has been causing national
forest timber sale revenues to decline, both on a total and unit basis, relates to the changing
nature of the products being sold and harvested off NFS (National Forest System) lands. As
noted earlier in this report, in comparison to the past, the timber being removed from the
national forests today includes: (1) proportionately more dead and dying trees as opposed to
green timber (See Figure 16); and (2) proportionately more non-sawtimber as opposed to
sawtimber volume (See figure 17).

Generally, salvage timber is less valuable than green timber because it has often been damaged
or suffered deterioration. Similarly, non-sawtimber is typically less vatuable than sawtimber
because it cannot be manufactured into as broad an array of products, and oftentimes it
contains a smaller amount of clear, high-grade wood.
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Figure (16) — Trend in the amount of Green vs. Salvage Volume in the Offer Mix
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Figure (17) — Trend in the amount of Sawtimber vs. Non-sawtimber in the Harvest Mix.

Factors Affecting Timber Program Costs

Receipts are only one of the variables that determine the profitability of the Forest Service’s
forest management programy, the other is costs. Accordingly, to understand why program
profitability has been falling, it is also necessary to understand why costs, at least on a unit
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basis, have continued to rise even though the size of the timber sales program has dropped.
Regrettably, there is no simple explanation. Many factors, only some of which are discussed
below, have been operating so as to increase program costs.

Increasing Importance of Fixed Costs: — There are certain relatively fixed costs associated
with conducting the national forest timber sale program — e.g., the expenses associated with
the depreciation on existing facilities and roads, and with general program administration. As
the program has decreased in size, these costs have not changed commensurably. As a
consequence, such costs have become an increasingly important proportion of the total cost
mix, and have bad to be borne by fewer units of output. To illustrate, Figure (18) shows how
expenditures for “general administration” (GA) have changed over time as a percentage of all
timber-related expenditures.'® As indicated, in just the last 4 years, total expenditures for GA
have grown from approximately 20 percent of all timber program costs to about 30 percent of
these costs.

Percent of Total Timber
Program Expenditures

1994 1995 1996 1997 |
Flscal Year

| | —%—GA-Sales —®— GA-Program --+--Total GA|

Figure (18) -- Trend in Timber Program GA Expenses.

Diseconomies of Small Scale Operations: -- The efficiency studies that were mentioned
earlier have shown that there are important “economies of scale” associated with various
aspects of the timber program -- e.g., szle preparation, harvest administration, reforestation,
and timber stand improvement. The existence of these “scale economies™ means that the unit
costs of conducting such activities tend to decrease as the scale at which they are conducted is
increased. In recent years, however, just the opposite has been the case -- i.e., the size of the
timber program has been shrinking. The end result is that the unit costs of performing these
activities have actuully tended to increase.

10 A noted in the glossary, GA represents the cost of line management and program support that cannot be
identified with specific programs. A proportionate amount of a forest's total GA is allocated to the timber
program based on the estimated extent to which the program benefits from GA-type activities.
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Open Process and High Environmental Standards: — From a procedural standpoint, the
Forest Service adheres to a very open process in planning timber sales; members of the public
are allowed ample opportunities to express their views on any proposal. Additionally, the
agency operates an administrative appeals process that ailows the public to challenge
proposed decisions without having to resort to the courts. From a practice standpoint, ihe
Forest Service carries-out timber sales within the context of forest plan standards and
guidelines designed to ensure protection of all important environmental values. These
procedural and operational requirements are beneficial, but they result in increased costs. The
General Accounting Office (GAO), in comparing the timber sale programs of the Forest
Service and Bureau of Land Management (BLM) in the Pacific Northwest to those of the
state timber sale programs in Oregon and Washington, observed:

“The federal agencies have a much longer and more complex planning process that
involves the public at every stage of the process for timber sales. ... In addition, the
state agercies do not provide for administrative appeals, whereas the federai agencies
do.” 11

Similarly, Keegan et al.. after conducting a study that compared the timber management costs
on eight national forests in Montana and Idaho to the costs experienced by a broad range of
other forest owners and managers (private industry, the Idaho Department of Lands, the
Montana Department of Natural Resources and Conservation, and the Confederated Salish
and Kootenai Tribes) concluded that:

“... where organizational goals are complex, emphasizing non-commercial values as
well as commercial harvests, then the costs of timber management increase. ... Even
more important are the mandates and methods affecting various timber management
operations. Agencies that operate within explicit legal and/or administrative directives
and undertake formal environmental review and monitoring ... find these activities add
substantial costs to their programs for managing timber resources.” *?

Disappearance of the Pipeline: — Pipeline volume represents advanced sale preparation for
future years. For a period of time, as the national forest timber sale program became
increasingly controversial, the Forest Service was able to maintain its output levels and keep
its unit costs relatively low by drawing upon this type of volume. Eventually, however, this
cushion began to disappear (See figure 19). As this has happened, the impact of various
factors on program costs has become increasingly difficult to avoid.

11 General Accounting Office; 1996; PUBLIC TIMBER--Federal and State Programs Differ Significantly in
the Pacific Northwest, GAO/RCED-96-108; 16 p (See p.2).

' Keegan, Charles E. III et al. 1996. “Timber Management Costs: A Comparison Among Major Landowners
in Idaho and Montana.” Moniana Business Quarterly Vol. 34, no. 2: 9-14 (See p. 14).
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Figure (19) -- Trend in Pipeline Volume.

Shrinking Volume under Contract: -- A key factor in determining the rate at which the
“sale activity pool” of TSPIRS is written-off is the “volume under contract.” Volume under
contract represents the amount of national forest timber purchasers have acquired, but not yet
harvested. In recent years, volume under contract has been declining. (See Figure 20) Asa
consequence, an increasing proportion of the sale activity pool’s balance is being expensed
each year.

Volume (BBF)

i 1991 1992 1993 1994 1995 1996 1997
! Fiscal Yoar

{ E M Volurme Under Contract J

Figure (20) -- Trend in Volume under Contract.

Significance of the Financial Results

This concluding section of the report highlights several points that should be kept in mind
when trying to assess the significance of this year’s financial resuits.
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Summary of Timber Sale Revenues and Expenses

Region 5
Fiscal Year 1997
(in thousands of dollars, except as noted)

Timber Commodity Program Component

Net MMBF 12 Pct. of

State National Forest Revenues Expenses Rev./1 Harvest Toemt/3
CA  Angeles a 0 [ 0.0 0.0
CA Cloveland 0 0 0 0.0 0.0
CA Eldorado 579 900 -321 29 e
CA Imypo 86 206 119 1.1 272
CA Klamath -31 39 -70 0.0 0.0
CA Lassen 496 691 -194 43 52
CA Los Padres 0 0 [ 00 0.0
CA Mendocino 1,759 1,430 329 46 415
CA Modac 1,832 652 1,180 38 17
CA Six Rivers 1,392 1.677 -285 72 31.6
CA Plumas 4817 4,184 632 18.8 439
CA San Bernardino o [ 4] 0.0 0.0
CA Sequoia 1,461 3,990 -529 134 732
CA Shasta Trinity 1,233 988 245 4.1 8.2
CA Siema 2,139 1,180 958 45 169
CA Stanislsus 2,486 3,637 -1,151 124 414
CA Tahoe 2,033 1,563 470 80 12.0
CA Lake Tahoe Basin 0 0 0 0.0 0.0
CA State Subtotals 22283 21,133 1.148 84.6 171
Regional Office 0 1,734 1,734 0.0 0.0
Al Monl Totals 2&3 11£71 -;l_’ “i 17.1

Forest Stewardship Program Component

Net MMBF 72 Pet. of

State National Forest Revenues Expenses Rev. /1 Harvest Totad /3
CA  Angeles 2 48 46 0.0 L1
CA Cleveland 1 19 -8 0.0 0.0
CA Eldorado 3.006 5.646 -2,640 18.5 747
CA layo 19 95 -56 .5 12.5
CA Klamath 8,841 10,111 -1,270 52.8 94.8
CA Lassen 14,725 8,541 6.184 69.6 83.4
CA Los Padres 1 7 -26 0.0 127
CA Mendocino 1,183 1,888 -704 58 53.2
CA Modoc 3,609 5211 -1,601 40.3 89.2
CA Six Rivers 2,651 3170 -519 13.4 593
CA Plumas 1,839 4,244 -2,405 19.0 443
CA San Bemerdino 26 101 75 0.5 9.0
CA Sequoia 50 951 -901 2.7 [4.8
CA Shasta Trinity 9,151 9.596 445 418 843
CA Siema 3,774 4373 -599 176 66.6
CA Stanislaus 2,112 3949 -1.837 13.4 450
CA Taboe 5,866 8,460 -2,594 41.2 622
CA Lake Tahoo Basin 377 1383 -1.007 6.8 87.2
Ca State Subtotaks 57,255 67813 -10.553 343.9 69.7
Regional Office 0 5,622 -5.622 0.0 0.0
All R_lﬂolll Totals 57,258 73.436 -16.181 343.9 69.7

M — A N ——
/1 The net revenue calculations do not include extrmordinary expenses.
/2 MMBF = Millions of board fest.

/3 Harvest in the compoaent comprises this percent of the total program.
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Summary of Timber Sale Revenues and Expenses

Region §
Fiscal Year 1997
(in thousands of dollars, except as noted)

Personal Use Program Component
Net MMBF 12 Pet of
State Nastional Forest Revermes Expenses Rev. /1 Harvest Total 3

CA Angeles [ 183 -177 01 989
CA Clovelsnd 7 54 -47 0.2 100.0
CA Eldorado 69 570 -502 i3 134
CA layo 49 220 -7 24 603
CA Klamath 34 367 -333 29 52
CA Lassen 197 895 698 9.6 11.5
CA Los Padres 7 80 -3 0.2 873
CA Mendocino 23 99 -76 0.6 53
CA Modoc 29 132 -103 14 3.1
CA Six Rivers LE} 295 -240 2.4 9.1
CA Plumas 130 654 -524 5.0 1.8
ca San Berpardino 54 173 -119 49 91.0
CA Sequois 45 443 -398 2.2 120
CA Shasta Trinity 37 549 462 7 7.5
CA Siema 47 589 -544 44 16.6
CA Stanisians 63 631 -565 4.1 13.6
CA Tahoe [2] 2,040 -1975 17.4 58
CA Lake Tahoe Basi 39 181 -141 1.0 12.8
CA State Subtotals 1,008 8,155 -7,147 65.1 13.2

Office 0 639 639 0.0 0.0
Al m‘hﬂ ‘ﬂ 5194 -1,786 6S.1 33.2

/1 The net revenue calculations do oot include extraordicary expenses.

/2 MMBF = Millions of board feet
/3 Harvest in the component comprises this percent of the total program.
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Summary of Timber Sale Revenues and Expenses

Region 6
Fiscal Year 1997
(in thousands of dollars, except as nated)

Timber Commodity Program Component

Net MMBF 2 Pet. of
State National Forest Revenues Expenses Rav, /1 Rarvest Total /3
OR Deschutes 6 65 -59 0.2 0.2
OR Fremont 3,036 2,655 380 17.6 302
OR Malbeur 5273 5952 679 18.4 422
OR Mt Hood 6,266 5,694 5713 184 382
OR Ochoco 1,535 2,928 -1393 8.7 370
OR Rogue River 12,850 6,088 6,762 225 738
OR Siskiyou 11.669 9,113 4,556 319 85.8
OR Siuslaw 522 492 29 0.5 107
OR Umasilla 2,192 2,082 110 10.6 189
OR Umpqua 26927 12,653 14,273 514 97.7
OR Wallowa-Whitman 2,593 2,409 184 10.4 22.1
OR Willamene 25,891 14,382 11,509 54.9 60.3
OR Winema 1337 4365 -3.028 13.0 53.3
OR State Subtotais 102.097 68279 33,218 2584 423
WA Gifford Pinchot 13,993 6,701 7292 26.9 66.0
WA Mt Baker-Snoqualmie 789 4,685 -3,896 6.2 92.1
WA Oksnogan 1114 1,652 -538 42 139
WA Otynpic 1,457 2,245 -788 40 395
WA Wenaichos 909 1,679 -770 10.0 117
WA Colville 3486 3,828 -342 13.0 42.7
WA State Subtotals 21,748 20,789 959 64.2 418
Regionsl Office /4 0 5681 5,681 0.0 0.0
AR uonl Totals 113244 95.349 ‘5495 322.6 4&
/1 The net revenue calculations do not include inary exp

/2 MMBF = Millions of board feet.
/3 Harvest in the component compnses this perceat of the total program.
/4 Includes Columbia River Gorge unit expenses.
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Summary of Timber Sale Revenues and Expenses

Region 6
Fiscal Year 1997
(in thousands of dollars, except as noted)

Forest Stewardship Program Component

Net MMBF 22 Pet. of
State Nastional Forest Revenues Expenses Rev. /1 Harvest Totsk /3
OR Deschutes 11,71 11,466 245 850 90.7
OR Fremont 6,068 5872 197 38.7 66.6
OR Malheur 3m 7,038 -3,063 221 506
OR Mt Hood 4,347 5,039 492 159 329
OR Ochooo 2,028 3,896 -1,870 125 $3.7
OR Rogue River 2,610 2,159 451 74 24.1
OR Siskiyou 2,908 1313 1,596 48 129
OR Siuslaw 1373 3389 -2,018 36 74.1
OR Umatilla 6957 6,947 10 390 69.7
OR  Umpqu 212 183 29 0.7 14
OR Wallowa-Whitman 3,836 6471 2,635 312 664
OR Willsmene 15,300 9495 5,805 354 389
OR Winema 2,058 3,701 -1,643 10.7 436
OR ___ State Subtotais 63,382 66,966 3584 3078 [TX]
WA Gifford Pinchot 4,541 2,794 1,747 122 299
WA Mt Baker-Snoqualmie 8 43 -35 0.1 09
WA Oksnogan 1,677 2,044 -367 58 474
WA Otympic 1,147 2,551 -1,404 5.t 350.5
WA Wenatcheo 2,010 7,618 -5.607 426 755
WA Calvills 3 4,328 -1,106 15.8 520
WA ___ St Subtotals 12605 19377 4172 315 521
Regional Office /4 0 6,474 6,474 0.0 0.0
AR Totels 15387 2818 -16,831 388.6
/1 The net revenue calcuiations do not include exmeordinary expenses.
/2 MMBF = Millions of board fect.

/3 Harvest in the component conmprises this percent of the total program.
/4 (ncludes Columbia River Gorge unit expeases.
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Summary of Timber Sale Revenues and Expenses

Region 6
Fiscal Year 1997
(in thousands of dollars, except as noted)

Personal Use Program Component

Net MMBF 12 Pet of

State National Forest Revenues Expenses Rev. /1 Haryest Total 3
OR Deschutes 317 973 656 8.5 9.1
OR Fremont 26 150 -124 19 33
OR Malbeur 85 573 488 31 7.2
OR Mt Hood 60 2,004 -1.944 14.0 289
OR Ochoco 50 421 Bl 22 93
OR Rogue River 9 268 -259 0.6 21
OR Siskdyou 17 154 -137 0.5 1.3
OR Siuslaw 20 299 279 0.7 5.1
OR Umatilla 119 712 -£53 6.4 11.4
OR  Urpqua 21 80 -59 0.5 09
OR Wailowa-Whitman 70 749 -678 54 1.5
OR Willamece 28 200 -7 0.7 0.7
OR Winema 22 208 -188 0.8 31
OR State Subtotals 845 6.851 -6.006 45.3 1.4
WA Gifford Pinchot kx) 296 -263 1.7 4.1
WA Mt Baker-Snoqualmie 75 105 -30 0.5 1.0
WA Okanogan 25 686 661 23 187
WA Olympic 17 231 214 1.0 101
WA Wenaichee 64 439 375 38 6.7
WA Colville 22 274 252 1.6 53
WA State Subtotals 236 1,031 -1,79% 18.9 69
m'onll Office /4 0 767 767 0.0 0.0
All Regional Totals 1.081 9.649 -8.568 56.2 7.3

ne— — —

/1 The net revenue calculatonrs do aot include extrrordinary expenses.
/2 MMBF = Millions of board feet.

/3 Harvest in the conponent comprises this percent o the total program.
‘4 Includes Columbia River Gorge uni expenses.
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Mr. STEWART. Just as a re-emphasis of that and what some of
the figures in that report show, we began tracking the different
purposes of the timber program in 1993. Up until that time, it was
just all called the Timber Sale Program. We now categorize the
program in three categories—Timber Commodity, Forest Steward-
ship, and Personal Use. The Timber Commodity Program in 1993
was 71 percent of the entire program. In 1997, it was only 52 per-
cent. At the same time, the forest stewardship component went
from—it was 23 percent and now 40 percent. Why that is impor-
tant is that the stewardship component is a component that is con-
ducted for other purposes than producing commercial timber. For
instance, it was mentioned the need for fuels management, and
that would be called a stewardship component. There is a need for
doing thinning of stands for reducing the probability of attack by
bark beetles, as a for instance. The purpose there is not to generate
timber commerciaily, but to carry out a stewardship stand objec-
tive.

I will say that the component of the timber program that was
classified as timber commodity did return a net profit of a little
over $7 million, as I recall.

In addition to the change in the nature of the timber program
itself, there was a significant change in the accounting procedures
used in the 1997 TSPIRS report, a change that involved——

Mr. HORN. Just for the record, why do you not spell that.

Mr. STEwART. OK, yes, thank you. It is T-S-P-I-R-S and it
stands for timber sale program information reporting system.

I also have for your information, if you would like to submit for
the record, an excerpt from the 1997 report which reviews a num-
ber of the changes that occurred between the 1996 and 1997 report.
The report also describes the different financial accounts. The one
that everybody focuses on is the first one, which is the financial ac-
count, which is just the tracking of the revenues and expenses. But
there are two other reports that are generated as part of that,
which look at the overall benefits of the Timber Sale Program.

A new factor that has had a major effect on the profitability of
our Timber Sales Program in fiscal year 1997 was a change in the
accounting procedures applicable to road prism costs. These are
costs that are associated with constructing a road’s underlying
foundation or bed. In the past, the Forest Service used generally
accepted accounting principles used by private industry because
there was at the time no Federal standard. Under this approach,
the road prism was written off—was not written off but perma-
nently capitalized into the land values. The Federal Accounting
Standard Advisory Board recently established a new Federal stand-
ard that requires that the road prism costs be expensed annually
as a timber program cost. This one change resulted in an increased
i:ost over what would have been reported previously by $51.4 mil-
ion.

Mr. HORN. Give me an example that pre this decision on how to
account for it, and now. What changed?

Mr. STEWART. What changed? I believe there is a fairly good ex-
planation in this report, but as I understand

Mr. HORN. Just a simple example.
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Mr. STEWART [continuing]. As I understand it as a forester, in
the past, the road was considered to be a long-term investment. In
other words, as long as you maintained it, it was there for as long
as you needed the road and would be used for multiple purposes,
including additional timber sales that would be brought over that,
for recreational purposes, for all the purposes that a road might be
used. Therefore, it was not considered as a cost to the timber pro-
gram.

The new accounting standard makes it a cost and not one that
is written off or amortized over some period of time, but is written
off in the year that the cost is incurred. So it is written off in 1
year against that particular timber sale that created the road.

Mr. HORN. So all of the costs of creating that road get put into
a debit from the timber sale in that year, is that it?

Mr. STEWART. That is my understanding, yes.

Mr. HorN. That is it, there is no amortization or anything else.

Mr. STEWART. That is my understanding.

Mr. HoRN. And there is no, shall we say, baker’s dozen billing,
sent to 13 different accounts as a cost.

Mr. STEWART. No. I do not believe, for instance, it benefits—in
the financial account, that the benefits are apportioned between
the other uses of that road.

Mr. g—IORN. Well the benefits are apportioned in the financial ac-
counts?

Mr. STEWART. As I said, there are several financial analyses done
in TSPIRS report. The straight revenues and expenses one is called
the financial account. That is where this one shows up and that is
where the $88.6 million loss occurs.

Mr. HORN. Because of the time of day or something, I might be
missing something, so I want to be very clear. The road cost, let
us say, is $100,000 to put in a quarter of a mile of road. And if
there is a timber sale in that fiscal year, that would be put in and
this cost of the road would be deducted from the timber sale, or at
least noted as——

Mr. STEWART. If the road was built to access a timber sale——

Mr. HORN. Right.

Mr. STEWART [continuing]. It would be costed against that timber
sale. It would not be amortized even though that road will have a
life beyond the timber sale——

Mr. HORN. Right.

Mr. STEWART [continuing]. And could be used for other purposes
f13esi}c11es-—access for recreation, access for fire management and so

orth.

Mr. HorN. OK, now that I understood. But then I thought I
heard that they also will give some of the cost of that road to how
much we had in recreation.

Mr. STEWART. No, in the TSPIRS, one of the accounts, the one
that shows the $88.6 million, it is strictly the expenses and reve-
nues of the timber program, there is a separate analysis which
looks at the overall benefits of the timber program, which go be-
yond just the—for instance, wildlife habitat improvement, and tries
to put a value on those kinds of things. In that one, you might be
able to show the other benefits of the road prism.
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Mr. HORN. But is that just for interest or is that a regular thing
that is kept up and the same criteria applied to it?

Mr. STEWART. Well, my assumption is is that the standard that
has been established now will be used from this point on until
somebody changes it. Again, we did not have that standard up
until this—1997.

Mr. HorN. OK, but under the standard, we are very clear then
on what is happening and if somebody wants to do an interesting
thing of gee, here is what recreation costs or here is what weeds
cost and so forth, they could do that, but it really is not relevant
to how we are going to appropriate money or authorize money or
expect and listen to the argument one way or the other on what
is a timber sale—does it give a profit, does it not give a profit. But
I just want to make sure that we also are not getting over into wor-
rying about seven people recreating on that road and then putting
a fiscal figure in as a plug or whatever.

Mr. STEWART. Not in the financial account, no.

Mr. Horn, OK.

Mr. STEWART. The other thing I would like to say about the tim-
ber program is—and this was mentioned earlier, and that is that
our experience suggests that because of the revenue generated,
that timber sales, even some of those that are below cost, are often-
times the least net cost means for achieving many of our land stew-
ardship goals. As we indicated, if you have an opportunity to—if
you have to do an understory thinning for fuels management and
you were to just cut the trees and leave them versus do it with a
timber sale where there would be some value generated, not only
to the Forest Service to offset some of the cost, but presumably eco-
nomic benefits within the community due to economic activity from
the utilization of that material. That even though the overall pro-
gram might be below cost, on a net cost basis, it would be less, and
that is one of the analyses that they perform before doing an activ-
ity, is to determine is in fact that the timber sale is the least net
cost way of getting the job done, whether it is for a commercial tim-
ber harvest or for a stewardship purpose.

Finally, let me just quickly summarize. It is very apparent from
what everybody said that the Forest Service programs are very
complex. We certainly know that we have got a very large job
ahead of us to correct our business management systems and to be-
come more accountable for our actions.

We have been working with and we will continue to work with
the General Accounting Office, the Office of the Chief Financial Of-
ficer, and the Office of the Inspector General. I was pleased to see
that he made it clear that we had been working with him to try
and get things fixed. We appreciate and welcome the oversight of
Congress through hearings such as the one you are holding today
and the one that you held earlier this week.

I know that we do share a desire, despite the fact of what you
heard, we share a desire to provide better service to the public at
less cost. I believe we also share in a sense of our mission, which
is caring for the land while we serve people.

I would now like to have the two forest supervisors discuss these
issues from their local viewpoint and then of course all of us would
be glad to answer any of your questions. Thank you.
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Mr. HOrN. Well, I know you also have a plane schedule.

Mr. STEWART. I will stay as long as I Fosslblﬁ

Mr. HorN. All right. So gentlemen, let us hear about your par-
ticular forests. You have listened to a lot of this testimony very pa-
tiently. Feel free to give any thoughts on what you have heard,
whether you agree with it or do not agree with it. We are just in-
terested In what the practicing professionals think about these
things, right down there at the grassroots. You are the ones on the
firing line, you are the ones directly helping people.

So, Mr. Gehr would you like to proceed?

[The prepared statement of Mr. Stewart follows:]
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PROGRAMS AND LEGISLATION
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a me racti t] Wej ['Y
Okano Nation

Bellflower, California
July 7, 1998

Wenatchee, Washington
July 9, 1998

MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:

Thank you for the opportunity to be bere to discuss management practices of the Forest Service
on the Angeles, Wenatchee, and Okanogan National Forests (NFs). I am accompanied by
Michael J. Rogers, Forest Supervisor on the Angeles NF, Sonny O™Neal, Forest Supervisor on
the Wenatchee NF, and Samuel Gehr, Forest Supervisor on the Okanogan NF.

The focus of this hearing is to discuss issues related to financial management, the Knutson-
Vandenberg (K-V) Fund, recreation and the recreation fee demonstration program, and below
cost timber sales. 1 view this hearing as a good opportunily to sﬁ_.ln: with you the steps that this
agency has taken to address these particular programs and activities and to explain how
particular systerns work. Mr. Chairman, | believe we share the cormmon view of maxirmizing the
public benefits of each dollar that this agency spends for land management, research, private land
assistance, and other Forest Service authority. 1 will begin with a bref overview of the agency
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and provide a national perspective on thesc issuves, followed by a local view from the Forest
Supervisor(s), and then we will respond to your questions.

Qverview

The Forest Service consists of basically three components: the National Forest System, where we
manage more than 191 million acres of public lands in the United States, Rescarch, where we
conduct studics and provide scientific information related to forest resources, and State and
Private Forestry, where we provide information and technical and finencial cost-sharing
assistancetohelpassmesomdstewudlhipanduseofthzvaststatemdpﬁvnefmsthndsof
the United States, Caring for the land and serving people is our motto and the foundation of
everything we do.

The Natiopal Forest Systcm lands are mansged in accordance with the Multiple-Use Sustained
Yield Act of 1960 (MUSYA), the Forest and Rangeland Renewable Resources Planning Act of
1974 (RPA), and the National Forest Management Act of 1976 (NFMA), among others. Forest
Service programs operate under additional environmental laws that were cnacted to protsct
specific namral resources, including the Endangered Species Act, the Clean Water Act, the Clean
Ajr Act, and other l]aws such as the National Egvironmental Policy Act (NEPA). We fully
support and remain committed to the full implementation of these laws, which define the nation’s
environmental policies.

With over 28,000 full-time cmployees, peaking to over 43,000 with our summer seasonal
employees, the Forest Service's job is quite complex. We often find ourselves caught in the
midst of sotial changes, shifting priorities, and political crosscurrents. It is critical that we bave
sound business practices mensunﬂntthzmnnmrymdhummMcu which are entrusted to
us are used in a manner that not only supports the agency’s mission, but does 5o in a way that is
cfficient, productive, and cost effective. ‘
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Regreati d i n P

Every year, almost 95 percent of all Americans engage in some sort of outdoor recreation. As
the largest single supplier of public outdoor recrestion, the National Forest System hosted over
850 million visits to its national forests and grasslands in fiscal year 1997 and trends indicate that
use of the Natiopal Forest System will continuc to grow. People are drawn to the national forests
because of their varied recreational opportunities. Demands for recreation opportunities are
becoming increasingly complex. Forest visitors are not only increasing in numbers but consist
of individuals from varied ethnic, social, and economic backgrounds. To meet this demand and
protect America’s recreation resources, we need more specialized resources to provide the
quality experiences our visitors expect. Our fiscal year 1999 recreation budget requests have
increased along with the recreation demand by the public. However, past appropriations have
generally remaiped static. We must meet our recreation objectives through creative and
innovative approaches. An example of this type of approach is the Recreational Fee
Demonstration Program (RFDP).

Congress authorized the landmark RFDP in fiscal year 1996 through cnactment of the Omnibus
Consolidated Appropriations Act for fiscal year 1996. The RFDP autborized the USDA Forest
Service, and the National Patk Service, U.S. Fish and Wildlife Service, and the Burcau of Land
Management of the Department of the Interior to test the collection, retention, and reinvestment
of new recreation admission and user fees on up to 100 projects in each agency. Before the
RFDP, the Forest Service was limited ta charging recreation use fees at a limited mumber of sites
and could not retain collections for use at sites or elsewhere in the Natiox_nl Forest System. This
new authority was a major positive development, and an exciting, departure from historical
practice. Initially, the RFDP authority allowed agencies to retain all of the new fees in excess of
a fiscal year 1995 base figure, with B0 percent of the retained feés to be nsed at the sites where
they were collected, and 20 percent to be distributed nationajly to any site under the jurisdiction
of the collecting agency. However, the fiscal year 1998 Interior and Related Agencies
Appropnations Act allowed the agencies to retain all recreation fee revenues from the fee
demonstration projects, not just the revenues in oxcess of the fiscal year 1995 collections, greatly
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increasing our sbility to improve recreationa] sites and services. The demonstration authority
expires at the ond of fiscal year 1999, with receipis being available to complete projects through
September 30, 2002.

The Forest Service began to implement the RFDP aggressively in June, 1996, as indicated in the
interagency report provided to Congress in January 31, 1998. At the end of fiscal ycar 1997,
with 40 projects collecting funds, receipts from the RFDP grossed well over $8 million. An
additional 52 projects will begin collections later in fiscal years 1998 and 1999. Projects are
being tested in 28 states in all regions of the country, including Puerto Rico.

From fiscal year 1994 to fiscal year 1998 the agency’s recreation budget averaged $217 million
angually, but total annual needs for operation, maintenance, backlog reductions, and capital
investments were much higher, as they are today. In fiscal year 1997, the recreational fee
domonstration program provided a much needed $8.7 million to address critical resource nceds
and enhance customer services. We expect the fees collected to increase significantly this year,
10 nearly $20 million.

For these reasons, the Forest Service strongly supports the recreation fee demonstration program
(RFDP), an essential part of meeting the increased demand for quality recreation facilities and
services to the public. It is critically important that base-level appropriations funding continuc in
conjuriction with the RFDP so the Forest Service can demonstrare a clear added valuc to the
public for the fees that they pay.

Based on survey results, overall, the public accepts the fees as long as most of the money goes
back to improve the arca they are paying for. Of course, some people very much dislike paying.
Acceptance is increasing over time as people become more aware of the program and adjust to
paying the new fees. They arc also beginning to see positive results as the fees are being spent
on local projects.
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Mr. Chairman, I strongly believe that long-term impicmentation of the RFDP is necessary to
keep up with the rapidly increasing demands placed on federal recreation facilities. We have bad
many successes, and we will see mapy more as we complcte our second year of this bnportant
program. We continue to listen and discover ways to improve the program. We will continue to
cvaluute results during the testing pcriod; and share what we have learned with you and the

Amencan public.

Mr. Chairtnan, you have heard of some of the problems we face with our financial management
systerns in the Forest Service. In fect, the Chief testified before a joint committee hearing on
March 26, 1998, to address specifically financial management and accountability in the agency
and what measures we were taking to correct sorne of the problems. These concerns are taken
seriously and action has been taken 1o address them. Let me share what we have done and are in

the process of doing to address these concerns.

1) We are implementing a major restructuring of the business operations of the Forest
Scrvice. We have 3 Chicf Operating Officer who is responsible for the financial and
operational health of the agency and an Associate Chief for Natural Resources who will
be responsible for the heaith of the land. We will also hire a Chief Financial Officer to
focus on all finaacial affairs of the agency.

2) As part of the Administration ’s Reinvention Initiative, the Forest Service has reduced
its workforce by 15%, which includes a higher reducticn in the Washing-ton office,
consolidated administrative offices at the supervisor and the district ranger levels,
developed public-private parterships to deliver agency services for less money, and
established customer service standards. One specific example is reducing overhead costs

by moving our public information office frorn downtown Seattle to the Recrecational
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Equipment Incorporated Building, which the Vice President recognized with a Golden
Hammer Award, for our partne-ship with the private sector.

3) The Chief announced a Natural Resource Agenda for the 21st Century that will be
implemented with tand-based performance measures. We intend to develop a structure
so that employees will be beld accountable for the actual accomplishments and
measurable results in the field. Combined with other financial reforms, we will have a
better understanding of how rmuch it costs to achieve certain resuits.

4) We are developing a GPRA strategic plan. The plan will follow the principle and
goals described in the Natural Resource Agenda. We are also initjating expanding our
forest health survey and monitoring work to cover all aspects of ecosystern health and
integrity. In this manner, the cost effectiveness and progress towards achieving
environmental goals can be better evaluated.

5) We are implementing an integrated accounting systern, Foundation Financial
Information System (FFIS), which will enable policy makers and supervisors to quickly
find and understand the costs associated with specific activities. FFIS will ultimately
reduce the amount of time Forest Service cmployecs spend entering and interpreting
data, and increase the amount of time they spend making and implementing sound.

resource decisions.

6) We have issued a desk guide for financial management to inform Forest Service
employees throughout the entice ficld structure of methods to record and Organize
information. We intend to update this desk guide as our npew systems develop. The
primary benefit today is nationsal consistency so that we will have a better data base from
which to make decisionas.
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7) We intend to recruit a limited number of highly qualified management persopnel with
expertise in modern financial management practices and structures who will complement
the excellent resource mapagement skills of the agency. We need to replenish the
shorrage of skilled financial managers in the agency caused by the downsizing effort. We

do not intend to maintain a larger workforce, and thus higher overhcad, in the lopg-term.

8) We have established a business team to rcview our budget and accounting activities
and to recommend how we can simplify and improve our business systems. This group
of emnployees from across the agency will focus on simplicity, timely and accurate
financial information, accountability between expenditures and benefits, and public
service. One of the team 's objectives is to develop a consistent definition of overhead.
Our goal is to increase the precision, clariiy, and comprehensibility of Forest Service

budget and accounting data to generate increased trust among the vsers and the public.

hese changes represent some of the ideas and recommendations in the Coopers and Lybrand
report which the Chief commissioned last year, and respond to some of the concerns raised by
the General Accounting Office (GAO). We are open to other ideas, too, and including those from

the Committee that will improve efficiency and public service.

Our goal is to bring dramatically improved accountability to the Forest Service. We can assure
you that we will continue to work with the GAC and with Congress to improve our business

operations and to be more accountable for the resources we manage.

erative Work Knutson-Vandenburg Fund
The K-V fund, authorized by the Act of June 9, 1930, is a trust fund that uses deposits made by
timber purchasers to reforest timber sale arcas. In addition to planting, these depbsits may also
be used for climinating unwanted vegetation on lands cut over by the purchaser and for
protecting and improving the future productivity of the renewable resources on forest land ir the

sale areas, including sale area improvement opcrations, maintenance, construction, reforestation,
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and wildlifc habitat management The K-V Act explicitly autborizes the Secretary of Agriculture
to collect deposits to cover the cost fo the United States of these types of activities.

In response to a 1996 General Accounting Office (GAO) audit, the Forest Service assembled a task
force for the purpose of finding ways to betier hm.tt K-V expenditires for indirect costs to the amounts
collected for this purpose and to schieve better consistency and standardization of indirect cost. The
task force issued its final report last November with an action plan implementing nine actions. Let me
highlight several actions which I believe will help us strengthen our business operations in these areas.

We are now:
e instituting standard national definitions for indirect costs for use throughout the Forest Service;

= clarifying our procedures for the calculation of equitable indiroct charges and instituting these
procedures throughout the Agency;

. mmgthmingtheﬁnhgebawmowK-VwmkphnningmingtheSdeAmlmpmvemem
Plan and our budget planning process so that we achieve a more direct tie between the SAI Plan and
our K-V program of work; and

¢ improving our oversight procedures and expending the participation of our review teams to
emmethatﬂ)ebuinessﬁmcﬁommbmmsmdinourmgmmﬁm.

We have been challenged in coust on the legality of K-V asscssments for overhead costs. On June 3,
1998, we filed in the United States District Court in San Francisco, CA, a motion for summary
judgement in which we contend, that "...the Forest Service may use K-V funds to iny for the program's
indirect costs for three reasons. First, the necessary expense doctrine, a basic priociple of appropriation
law, authorizes the challenged expenditure. Second, the Forest Service's longstanding use of K-V funds
for indirect costs has been cxpressly mtified by Congress’s fiscal roview ageat, the Comptroller General,
and implicidy accepted by Congress itsolf. Third, appropriations law upholds the agency’s discretion to
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choose between argusbly available funding choices where as here the agency has consistently adhered to

its choice.”

The implementation of K-V projects on the ground involves the same kinds of people and
resources that we need to implement projects using appropriated funding sources. We nced
computers to plan the programs and keep track of the K-V project activities. We need decision
makers to determine v;rhich K-V projects should be the highest priority for funding when K-V
fupds are scarce. We need our business mapagement experts to determine the financial health of
the K-V fund and develop an orderty K-V program of work. All of these people need office
space to do their work in. So, our policy simply says that the trust funds, like K-V, should pay
their equitable share of these costs applying the same principles that we use to determine equities
for discretionary programs.

We caonot climinate these costs, as they are a real and necessary part of getting the job done.
3ut, we firmly intend to make material improvements in our business procedures and to be
accountable so that the Administration and Congress can together decide how the Forest Service
can maximaze public bepefits on the national forests. We are reviewing differcnt budget
structures, including different treatments of overhead costs.

Below-Cost be; 3 .

National Forest timber sales have always served multiple purposes. Timber sales helped build
homes and railroads for a young growing nation, and helped pay for forest rangers who were
taking care of vast remote stretches of forests and rangelands.

Today, Americans place a higher priority on sustainability and environmental protection. The
Forest Service’s objective is the protection and restoration of the health of the land. You can’t
measure the value of stewardship strictly in dollars and cents. Resource stewardship costs on
the national forests are frequently borpe Ey the forest management program.
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In the early 1980’s the issue of below-cost timber sales began to emecrge as a copcern to the
puislic because it appeered that revenues generated by individual timber sales on mary national
forests did not cover the costs of their preparation and adminjsration. Some members of the *
public and some Members of Congress at the time belicved that the timber sale program nceded
to pay for itself. In the conference committee report that accompanied the fiscal year 1985
interior appropriations act, the Forest Service was directed to develop a "reasonable but complete
system...that should allow for identification of the costs of the timber sale program, by
component, and allow for a comparison of actnal costs and bencfits.” The Forest Service worked
with the General Accounting Offics (GAO) to expand the Forest Service accounting system and
create the timber sale reporting information reporting system (TSPIRS). GAO found, in 1990,
that the system had been developed, and was being implemented, as intended by Congress. This
system measures the cost for land management and harvest associated with timber seles. It does
not measure efficiency, and it does not measure subsidics.

This year’s TSPIRS report shows that essentially half of the timber sale program was targeted at
accomplishing various land stewardship objectives and not at pmMng wood fiber except as a
by-product. While people have different perspectives and opinions about how the Forest
Services applies land stewardship on the ground, there is general support for reducing wildfire
impacts, restoring old growth characteristics, protecting native specics diversity, and managing
pesis as best we can. We are paying for thesc treatments from wildlife, watershed, or vegetation
management funds, but in many cases, this work is getting done by using timber sales. Our -
cxperience suggests that b of the re they generate, tirmber sales, even some that may
be below-cost, are oftentimes the "least net cost” — cost incurred compared to revenues received
— means of attaining many of our land stewardship goals.

InFY 1997, 4.0 billion board feet (BBF) of national forest timbér was offered, 3.7 BBF was
sold.ndJJBBthmencd.Thmuﬁaed.sold,mdcutvolumesmﬁmﬂntoﬁne 1996
progmam. Of the total volume harvestod in FY 1997, 52 percent was for timber cormmodity
purposes, 40 percent for forest stewardship, and 8 percent for personal use. [n FY 1993, when

10
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TSPIRS first began to recognize the different categories of sales, 71 percent of harvest volume
was for timber commodity, 23 percent for forest stewardship, and S percent for personal use.
These numbers reflect changing trends in the timber sale program that I described earlier.

A new factor that has had a major effect on the profitability of our timber sale program in FY
1997 was a change in accounting procedures applicabic to "road prism” costs. These are costs
that are associated with constructing & road’s underlying foundation, or "bed." In the past,
because the Federasl Government did not bave an accounting standard that addressed how these
costs should be treated, "generally accepted accounting principles” (GAAP) used by the private
sector were applied. Consistent with these principles, road prism costs were not written-off, but
were permanently capitalized into land values. Recently, however, the Federal Accounting
Standards Advisory Board (FASAB), who develops generally accepted accounting principles for
Fedcral agencies, put forth a broad array of new accounting standards, one of which pertains to
the treatment of road prism. This new standard provides that instead of being permanently
capitalized, these costs should be annually expensed. Beginning in FY 1997, TSPIRS financial
statements recognized road prism costs as an annual timber program cost. In FY 1997, these
costs alone totalled $51 4 million. )

Overal, our forest mansgement program lost $88.6 million last yesr. By comparison, the FY
1996 loss was $14.7 million. We feel strongly, however, that the true measure of our forest
management program is not simply the volume of timber taken from the land, but also the heaith
of the forest left behind. This suggests a strict/profit loss statement iz not a true reflection of the
program'’s vajue. National Forest timber sales provide many benefits beyond the revenues they
generate. These additional benefits are economic, ecological, and social in nature. Illustrative of
the economic and social benefits are the jobs created, the regional income produced, and more
stable rural commuaities. Illustrative of the ecological benefits are healthier amd more fire-
resistant forest stands, and ecosystems that are sustainable because they are maintained within
their historic range of variability.
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Closing

As we previously stated, our projzrams are quite complex and we know that we have a ot of
work to do to correct business systems and to be more accountabie to the public for our actios.
We continue to adhere to the recommendations of the General Accounting Office to improve our
operations. We appreciate the oversight of Congress through hearings such as this one today to
allow us the opportunity to sharc what we are doing and to also bear from those who might not
be pleased with how we conduct business. We will make every effort to carry out our mission of
caring for the land and serving people.

After you have heard from the Forest Supervisor(s), we will take your questions.

12
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Mr. GEHR. Thank you, Mr. Chairman, Congressman Hastings, 1t
is good to have you both here, and it is my pleasure to share with
you.

The focus of this hearing is to discuss issues relative to financiz!
management, the Knutson-Vandenberg Fund and the Recreatic:.
Fee Demonstration Program and below-cost timber czzles. I wil:
briefly address these issues as they relate t. the Okanogan Na
tional Forest.

I would like to begin with a real brief overview of the Okanogax
National Forest that is located in north central Washington, aj-
proximately 1.7 million acres, of which about 635,000 acres is in
wilderness and another 450,000 acres in roadless. The vast major
ity of the Okanogan is within Qkanogan County, which is a very
rural county, lovingly referred to by some as the outback of Wash-
ington State.

Mr. HOrRN. How many people live in the county?

Mr. GEHR. There are agout 35,000 roughly.

Mr. HorN. That is about the kind of county I lived in and grew
up in and still have a place there, 40,000, 60 miles long.

Mr. GEHR. We have a total of two stop lights, red lights.

Mr. HorN. I think we have got three.

Mr. GEHR. British Columbia borders to the north, the Cascade
crest to the west, our neighbors to the south here in the Wenatchee
National Forest and the Colville National Forest to the east.

An interesting array of geographic and climatic conditions across
the forest, ranging from near desert conditions in the Okanogan
Valley where we have a rainfall that approximates 10 inches at
1,500 feet elevation, to alpine settings west of the Methow Valley
where snowfall accumulations can exceed 10 feet in the Cascade
Range at the 6,000-9,000 elevation range. The Okanogan is one of
the most picturesque of the Nation’s 154 national forests.

Our forest headquarters is located in Okanogan, we have dis-
tricts located and headquartered in Twisp and Tonasket, and we
also house the North Cascade Smokejumper Base over in the Win-
throp area.

The recreation program on the national forest, we have visitors
that encounter a wide variety of recreational opportunities, the
clear skies that we are blessed with and the abundant sunshine at-
tracts visitors from the Washington coast, from Canada, neigh-
boring cities and we have the local residents as well that enjoy our
beautiful setting.

In fiscal year 1998, the Okanogan received in recreation funds a
total of $690,000 and we also received $145,000 in wilderness
funds. Again, both these figures in fiscal 1998.

In 1997, portions of the forest were designated and included in
the pilot program here in the Recreation Fee Demonstration Pro-
gram that we have been hearing a lot about today. We structured
that in our forest to include the national forest lands west of the
Okanogan River which basically included the entire Methow Valley
ranger district and the west half of our Tonasket ranger district.

In fiscal 1998, the total revenues on the national forest resulted
from overnight parking pass as well as the national forest Pacific
Northwest Region trail park pass. Our projection there is we will
be having about $180,000 of revenue generated in fiscal 1998. That
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total is an increase from our first year, last year in 1997, which to-
taled $93,900 and was strictly at that time an overnight pass, so
we have expanded a bit.

The revenue is going to be used for improvements such as rest-
rooms, parking areas, garbage collection stations, and we are also
using the funds for maintenance of existing trailheads, improving
trails and recreation areas in general. I might add that I have got
five pages here which gives a brief overview of the specifics of our

rogram as well as a chronology of where our funds are going to
e invested on the ground, so I would like to give you that.

Mr. HORN. Excellent. Without objection, it will be put at this
point in the record.

[The information referred to follows:]
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Recreational Fee Demonstration Program
Okanogan National Forest 1998

The Forest Service, along with several other federal agencies, is participating in
4 four year Recreational Fee Demonstration Program, authorized by Congress
in 1996. The purpose of this program is to test the effectiveness of collecting
fiees to help maintain federal recreation facilities and enhance visitor services
and wildlife habitat.

PR

In the Okanogen National Forest, from April 15 through November 15, anuunmfeeubemgchn'ged
ﬁn'mglnplthng(IOPMtoGAM)mNmomlFmSymlmdsmofﬁeOhmgmkwu Y omey
There is no charge for dgy ase. At trail heads, either an Okanogan Pass oc a Trail Park Pass can be

used Anymdswuhm&emeammOhnwngmum

Feufor&eObmogqummmﬁ:nSeuonhs,Sjoﬁxﬂmhs,urSSﬁanlNiglan
The season pass is valid for two vehicles registered to the same owner, but may be tsed ou only one ve-
“hicle at a time. The Olanogan Pass can be purchased from any O! Nmonn{l-‘orutoﬁceora
mumber of businesses in the Okanogan and Methow Valleys. (. saes, et

1 TS
Fees for the Trall Park Pass are $25 for a Season Pass tndSS fora | Day Pass. MParkPa.sam
beputdnseduOhnogmNmanotutoﬁeu.

Doy -

Persons 62 and over may purchase an Qkanogan Pass at Ralf price by showing proof of age. Persons
with Golden AcGess or Golden Age cards may purchase PmmdMParthnhlf
price. = .

‘Where Do the Fees Go? Under the Recreational Fee Demonstration Program, 80 percent of the fees

: mﬂewdneﬁdmmeavﬂhmﬁmmmnm‘ﬁnmm_@“ 4v)
_ojhﬁawﬂe&dﬁrohmmwmmmhom Eighty percent of the fees col-
lected for Trail Park Passes will be distributed to the Mount Baker-Snoqualmie, Olympic, Wenatchee, -
-and Okanogan National Forests based on a fornmls that takes into consideration the pumber of trail‘
miles and trailheads in the program, the total number of visits, and more. Fees collected under the pro-
gram mzy be used only for repeir and maintenance, interpretation, signage, habitat or facility enhance-
ment, resource conservation, and law eaforcement related to visitor sexvices.

Fifteen percent of the fies will be used by the forests to aduinister the recreation fee demonstration pro-
md_mmuwmuwcmm(mmwm)m
cover regional program costs.

If you have questions or comments about the Recreational Fee Demoastration Progrem, pleese contact
sy Okanogan Nstional Forest office.

Olanogan Natfonal Forest He Mathew Valley Ranger Station Tonasket Ranger Station

Rex. Foo Demo. Rec. Feo Progam Rec. Fos Demo. Program

1240 South Second Aveone POBox 579 1 West

Okmnogea, WA 98840 Winthrop, WA 98862 Tonasket, WA 98855

509-826-3775 509-996-4000 509-486-2186

$509-826-3765 (TTY) - 509-996-4036 (TTY) 509-486-5144 (TTY)
Sinfo@aetow.com

Woviend Agril 21, 199
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1998 OKANOGAN PASS VENDORS

In addition to Okanogan National Forest Offices in Okanogan, Tonasket, Winthrop
and Twisp, the following vendors also have Okanogan Recreation Passes.

Okanogan V - . Methow Valley
Oroville Mazama
Ben Prince’s Jack’s Hut (Freestone Inn)
Mazama Mountaineering
Loomis
Loomis Grocery . Winthrop
: Pardner’s Mini-Mart
Tonasket Winthrop Mountain Sports
Junction Mini-Mart .
Twisp
Conconully Hank’s Market
Hurb’s Market Train Station Mini-Mart
Omak_r . Other Eastern
cxaco ~ Washington Vendors
Okanogan . .
. U.S. Forest Service offices in;
The Bike Shop Chelan
Brewster Wenatchee
Texaco

Western Washington Vendors

National Park Service offices in;
Marblemount
Newhalem
Sedro Woolley



ACCOMPLISHMENTS FROM REC FEE DEMO REVENUES

384

6/19/98

Based on actual Calandar Year 1997 and projected Calendar Year 1998 revenue
from the sale of Okanogan and Regional Trail Park Passes, the following
projects are planned for accomplishment in 1998:

Project

1.

Winthrop VIC Expanded Hours

Volunteer/Host Support
Developed Site Maintenance
Trail Maintenance
DeQeloéed Site Improvements
8 Mile Water System
Andrews Creek Trailhead

TOTAL

Project Total
$ 3,000
$ 5,000
$ 36,000
$ 50,000
$ 39,000
$ 5,000
$ 12,000

$150, 000
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ACCOMPLISEMENTS FROM REC FEE DEMO REVENUES - 98 DETAILED

Broject

1.

2.

3.

4.

5.

wWinthrop VIC Expanded Hours

Volunteer/Host Support

Developed Site Maintenance

Trail Maintenance

Developed Site Improvements

Project Detail

2 employees an additional 20 days each.

Volunteers for Hart'’'s Pass, NCSH and North
Pork Salmon Creek.

MV employee for 40 daya.

TON employee for 55 days.

JTPA leader and support.

Lakeland Village agreement support.
MV rec supplies.

MV Toilet pumping.

Conconully trash Pickup.

Water system handpump parts.
Homepage software update.

TON employee for 70 days.

Additional brushing and tread work on 20
miles of trail (Windy Ck, Clutch Ck, Clark
Ridge) .

Spring log out, drainage and tread on
approximately 120 miles of trail (Chewuch
River, Tungsten, Boundary-Tungsten to
Chewuch, Peepsight, Ram Ck, Fire Ck, Upper
and Lower Eagle Lakes, Martin Lk, Lookout
Mtn, Foggy Dew, Lightning Ck, Blue Buck,
Beaver Lk, Bear Mt, Reynolds Ck, Copper Pass,
Slate 1Lk, Navarre Way).

Rock Ck avalanche repair.

South Ck and Copper Pass brushing.

Fall drainage and tread on approximately 150
miles of main trail.

Brushing on 11 miles of Castle Pass and
Devils Ridge Trails.

If get IAC grant, will match with $20,000 of
Rec Fee revenue to replace existing toilets
with concrete toilets at Rainy Pass, Harts
Pass, Gilbert and CHewuch Trailheads.

Install 4 new accessible tables and grills at
Salmon Meadows CG.

MV specifics on table, grill and barrier
replacement not yet determined.
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8 Mile Water System

Andrews Creek Trailhead
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Proiect DRetall

Recondition to potable water standards to
serve as water source for Chewuch and 8 Mile
drainages.

Install new concrete toilet.
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Mr. HorN. That includes where you plan to utilize the $180,000
for this fiscal year and the $93,000 for the previous fiscal year?

Mr. GEHR. Yes, sir, that will be included. There is also a listing
of what the costs are and where people can pick up passes. So it
is pretty much a concise packet here. -

Mr. HOrN. On this point, just to clarify the record, when you
have these passes paid for, for your forest, is that true of all forests
or just some of them?

Mr. GEHR. OK, there is some of both, and let me just quickly
share that with you.

Mr. HORN. Well, I was just curious on that basic mechanic. How
many forests roughly, Mr. Stewart, do you have the parking fees
or whatever in? The $180,000 was primarily parking fees, and
there was a recreational trail parking fee I believe also that made
up that figure.

Mr. STEWART. I would have to get you a specific breakdown. The
idea was to test a number of different opportunities. That is why
you see so much difference. When we were in southern California,
we found that all of those southern California forests were in one
eﬁperiment. I believe the region here was one experiment and they
oftered optionally to have several forests in the region try it.

Mr. HORN. Are we talking about a couple of dozen out of what,
5,000—I mean, 500 or so?

Mr. STEWART. There are 155 administrative units in the national
forest system and only 100 demonstration projects. They all look at
different kinds of fee structures, but I would be glad to get a break-
down of what is in there.

Mr. HORN. Let me just ask, would the parking permit that you
give, is that a time period? What is the longest, 1 year?

Mr. GEHR. Let me clarify a bit. Last year, we had strictly an
overnight parking situation. This year we have that in addition to
a regional trail pass, a trail park pass.

Mr. HORN. I just wondered, when you pay for a pass for yours,
does that apply to all national forests?

Mr. GEHR. In the trail park pass, yes, it does, it is reciprocal as
far as that is concerned.

Mr. HORN. I see.

Mr. GEHR. In other words, a person who has a trail park pass,
if they received it in the Wenatchee and would come up and be uti-
lizing that in the Okanogan, we would honor that.

Mr. HORN. And is that the same cost in any of these jurisdictions
where it is being tried out, is there a flat fee?

Mr. GEHR. The fee that we have there is for our overnight sea-
sonal pass, is $25, it is $10 for a 3-night pass or $5 for a 1-night
pass. The trail park pass is $25 for a season pass and $3 for a 1-
day pass. And I think that $25 and $3 is consistent with trail parks
across the region.

Mr. HORN. Is a season equal to a year?

Mr. GEHR. It is. In our case, we are talking about the fee season
being from April 15th through November 15th for the Okanogan
National Forest.

Mr. HorN. OK. Go ahead.

Mr. GEHR. We have made a strong effort to design and select
projects that are visible and certainly that benefit the public and
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yes, there are concerns, I believe that where the public sees the di-
rect services and the results of the Recreation Fee Demonstration
Program, there is a general support. We do continue to offer a pro-
gram that does allow individuals to carry forth volunteer work and
thereby earning a recreation fee pass. So for people that do that,
and we have quite a number that have, they do it through volun-
teer work and earn a pass.

The dollars collected from the Recreation Fee Demonstration Pro-
gram are used in conjunction with appropriated dollars to help the
forest accomplish needed work in addition to the funding—the reg-
ularly funded program. And we have—you heard this earlier and
I would like to strongly reiterate it. We have heard very clearly
from those who have said they resisted from the very start as well
as those who might not be quite clear on what it is, there is very
uniform agreement I think that if this is a situation, including
those that presently suggest they support it, where the revenues
generated are then offset with a decrease in the appropriation dol-
lars, there would not be support at all. That has been very clear
and very consistent from across the board from those that we have
heard from.

In financial management, I would acknowledge it has been clear-
ly articulated and we have experienced the challenges with imple-
mentation of the FFIS that we have heard much about already
today. I am pleased to be participating in the effort to help get that
all squared up. During the past year, we have been doing consider-
able efforts on the forest in implementing the national financial
management action plan. We have also identified and corrected
known deficiencies that we have got there and in accounting data.
We have been actively participating in FFIS in the training efforts
and we are working toward completion of asset inventories and the
valuation. We are very much committed on the forest in the effort
of improving the reliability of financial data.

The cooperative work associated with the Knutson-Vandenberg
Fund, the stumpage receipts on the Okanogan National Forest
have declined significantly over the last half decade and they are
going to be continuing in that vein, there is no question in our
minds, as we size up the reality of the situation. This reduction is
a reflection—and I do not want to be overly simplistic on this but
it reflects reduced harvest levels, stumpage values that have been
reduced is another contributor there, and we also have increase in
sale planning and preparation costs that have been very evident to
us.

During the past 2 years, we have performed very thorough re-
views throughout our sale program and our trust fund cash bal-
ances including K-V in an effort to improve the overall manage-
ment and deal with the realities that are before us in presenting
a very different situation than was the case as recently as just a
few years ago.

I might mention as far as the K-V funds and how they are uti-
lized, a quick listing here. We invest there to assure reforestation
both natural regeneration as well as some planting. It results in
improved growth and health of young timber stands by virtue of
timber stand improvement projects, improvements for wildlife habi-
tat, conducting watershed work across the landscape, and pro-
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tecting and improving the future productivity of the renewable re-
sources that are out there.

On the below-cost timber sale front, last year, the Okanogan Na-
tional Forest had a harvest of 12.3 million board feet from across
about 2,650 acres. This timber was harvested not solely from sales
that were sold just in fiscal 1997, but that represented harvest
from previous—sales in other years that were still under contract.
That harvest of 12.3 million feet does represent a decrease from the
total of the previous year which was 23.5 million feet that was har-
vested in fiscal 1996. So there was a significant reduction of about
12 million feet there in comparing the two fiscal years.

Currently, many of our sales are below cost due to a variety of
reasons. I touched on a couple earlier, including costs of planning
and designing sales to meet changing public values. We also are in-
volved—the forest I should have mentioned earlier is partially
within the Northwest forest plan, that is within the range of the
northern spotted owl. We are on east side, so to speak, so we have
associated costs there with the best of both worlds, if you will, and
dealing with the Endangered Species Act and a myriad of Federal
laws that you heard about earlier.

1 would also respectfully remind the committee of a major trans-
formational shift within our agency which has been manifesting
itself, particularly over the past half decade. Some might call it a
colossal metamorphosis in fact, and it really includes a shift from
a timber base to an ecosystem health base, from an agency base
to what I would call a watershed base, and another example would
be to a situation of caring for the land to encompassing that to car-
ing for the land, people, and communities. I would also be very up-
front in saying that this maturation process associated with the
transformation continues, both within tEe agency and externally.

The value of the timber sale goes well beyond simply just com-
paring the stumpage receipts and posting that up against the ex-
penses that were invested there. There is an awful lot more to it,
I think again part of that has been discussed today. There is lots
of potential there through vegetative manipulation to change some
landscape character out there and diversify in those cases where it
is a iropriate acreage of treatment to improve the growth in forest
health, receipts are generated that result in payments to the local
governments generating jobs and consumer income to the commu-
nities that surround the forest in reducing the risk for wildfire and
the costs associated with suppressing wildfires.

There has been some discussion earlier in terms of the com-
modity production being a thing of the past and a byproduct there
of the timber sale, if you will, as far as the widgets that come off
a piece of land there relative to logs going to market, for example.
I think it is safe to say that a primary focus, as we compare today
with a decade ago, for example, on what might have been looked
upon as a commodity production, perhaps a decade ago, not saying
that is a complete thing of the past, but it is from the respect of
looking at it as a commodity, period. Because looking at an eco-
system approach to landscape management is what is being em-
phasized today. With that, there would be a general—again, I do
not want to over-simplify, but if you look back about a decade ago,
it would be generally safe to say that you would be looking at a
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timber sale area, for example, that might be several hundred acres
and a pretty fair proportion of that might be associated with har-
vesting some relatively large diameter saw timber trees. A fair
share of that probably would also have been associated with what
we call regeneration harvests; whereas today, at this point, given
the vast acreages that were spoken to earlier of overstocked stands
out there and needing treatment, we are doing considerably more
thinning over more extensive acreages. This is associated with
dealing with much smaller diameter products that are coming off
that landscape, and in that respect, it might be looked upon in get-
ting to that desired future condition and reducing that fire hazard
example, as some people might suggest that that is timber now act-
ini as a byproduct of that. In that respect it might be considered
a byproduct, but I wanted to just take a moment and kind of ac-
knowledge that situation today as compared to a decade ago.

So the timber program, in wrapping up on that, is really one of
the many tools used to accomplish ecosystem management across
our forested landscape.

In closing, I very much appreciate the opportunity to address the
committee. I realize this overview has been brief and rather rapid-
fire and I would be very happy to answer any questions you might
have on the complex issues related to resource programs in the
Okanogan National Forest. Thank you.

Mr. HORN. Well, thank you, that was a very fine presentation.

Mr. O'Neal.

[The prepared statement of Mr. Gehr follows:]



391

. SUPPLEMENTAL STATEMENT OF
SAM GEHR
FOREST SUPERVISOR, OKANOGAN NATIONAL FOREST

before the
Comumittee on Government Reform and Oversight
Subcommittee on Government Mapagement, Information, and Technology
United States Housc of Representatives -
. concerning

Mansgement Practices on the Okanogan National Forest

Wenatchee, Washington
July 9, 1998

Mr. Chairman md Members of the Subcommittee:

It is my pleasuru to welcome you to the Pacific Northwest. The focus of this hearing is to
discuss issues related to financial management, the Knutson-Vandenberg (K-V) Fund, recreation
and the recreational fee demonstration program, and below cost timber sales. I will briefly
address these issues as they relate to the Okanogan National Forest.

Overview

The Okanogan National Forest, located in north central Washington, encompasses over

1.7 million acres, the vast majority in Oksnogan County, a very rural county (referred to by some
as Washington's “outback™). Approximately 635,000 acres are in Wilderness (Pasayten and
Lake Chelan/Sawtooth), with another 454,000 acres classified as "roadless.” British Columbia
borders to the north, the Cascade crest to the west, the Wenatchee National Forest to the south,
and the Colville National Forest 1o the east.

There are an intoresting varicty of geographic and climatic conditions ranging from near desert
in the Okanogan Valley, with ten inches of precipitation at a 1,500-foot elevation, to alpine
settings west of the Methow Valley, featuring snowfall accumulations exceeding ten feet at
6,000-9,000 foot elevations in the Cascades. The Okanogan is.one of the most picturesque of our
pation’s 154 National Forests.

Forest beadquarters arc located in Okanogan, with Ranger Districts headquartered in Tvnsp and
Tonasket The North Cascade Smoksjumper Base is housed in Wmthmp

Recreation Program On The Okanogan National Forest

Visitors to the Okanogan National Forest encounter a wide variety of recreational opportunities.
The summer and winter activities include hiking, camping, mountain bike riding, off-rosd
vehicle use, horseback riding, bunting, sight-seeing, fishing, snowmobiling, and cross country
and downhill skiing. Clear skies and abundant sunshine attract visitors from the Washington
Coast, Canada, neighboring citics, and local rcsidents.



392

In fiscal year 1998, the Okanogan National Forest received $690,000 in recreation funds and
$145,000 in wildemess funds.

Portions of the Forest, including the entire Methow Valley Ranger District and the west half of
the To1asket Ranger District, were designated as a pilot project under the Recreational Fee
Demonstration Program in 1997. This area is all on National Forest Systemn lands west of the
Okanogan River. The pilot project established fees for the Okanogan National Forest overnight
parking pass and the National Forest Pacific Northwest Region trail park pass.

Total revenues from the salc of these passcs will be about $180,000 in fiscal ycar 1998. This
amounts represents an increase from the total program collections of $93,900 in fiscal year 1997.
This revenue will be used for improvements such as restrooms, parking areas, and garbage
collection stations. The funds will also be used for maintenance of existing trailheads, trails, and
recreation areas.

The Okanogan National Forest has made a strong effort to design and select projects that are
visible and that benefit the public. Although the public has raised concerns about paying the fees,
people are supportive where they see direct benefits from the program at the sites where fees are
collected.

The dollars collected from the Recreational Fee Demonstration Program are used in conjunction
with appropriated funds to help the Forest accomplish needed work. We clearly heard from the
public that its support of this Program will decline if appropriated funds are offset by the money
collected through the Recreational Fee Demonstration Program.

Figancial Manasement

Although we have experienced many challenges with the implementation of the Foundation
Financial Information System (FFIS), we are proud to be participating in this effort to improve
our financial masagement process and sccountability.

During the past year, we have been doing our part to implement the National Financial
Management Action Plan. Specifically, we have identificd and corrected known deficiencies in
our accounting data, actively participated in the FFIS training cfforts, and worked toward the
completion of our asset inventories and their valuation.

T am committed to our effort of improving the relisbility of our financia! date,
ope n - Va|

Stumpage receipts on the Okanogan Natianal Forest have declined over the last S years. The
expectation is that K-V funds will decrease by approximately 6% between now and FY 2001.
This reduction is a reflection of reduced harvest levels and stumpage values coupled with an
increase in sale planning and preparation costs,

During the past two years we bave performed very thorough reviews of our timber sale program
and trust fund cash balances, including K-V, in an effort to improve our overall management of
timber sale receipts.
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The Okanogun National Forest has been using K-V funds for:

- Investing in planting and managing natursl regeneration to assure reforestation;
- Improving growth and heaith of young timber stands;

- Improving wildlife habitat;

- Conducting watershed projects; and

- Protecting and improving the future productivity of the renewable resources.

Below Cost Timber Sales

The Okanogan National Forest harvested 12.3 million board feet of timber from 2,627 acres last
year. This timber was harvested from sales sold in FY 1997 and previous years. The harvest of
12.3 million board feet is a decrease from the 23.5 million board feet harvested in FY 1996.

Currcntly, many of our sales are below cost. This is due, in part, to the cost of plaoning and
designing sales to reflect the latest scientific information, public values, and implementing the
Northwest Forest Plan, the Endangered Species Act, and other Federal laws, -

The cost of sales is not a good measure of their value. The value of the sales goes beyond just
the shimpage received by virtue of these projects to include:
- Generating acres for reforestation;
- Generating acres of treatment to improve gmwthandfuresthahh,
- Gencrsting receipts that result in payments to local governments;
- QGencrating jobs and consumer income to the cornmunitics sumrounding the Forest; and
- Reducing the risk of wildfire and the cost of suppressing wildfires.

We are now cmphasizing au ecosystem approach to management. There has been a shift from
barvesting large trees (frequently associated with regencration harvests) to removing primarily
smaller trees (thinning to reduce stand density of a silvicultura] treatment) using different
harvest methods, which results in timber being a by-product rather than being the primary
objective. The timber program is only one of the many tools used to sccomplish ecosystern
management across the forest landscape.

Closing
] appreciate the opportunity to address this Commitiee. ] would be happy to answer any

questions that you may bave on these complex topics related to resource programs in the
Olmnogan National Forest. Thank you.
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Mr. O'NEAL. Thank you, Mr. Chairman. I am very pleased to be
here, especially glad to see our Congressman, Doc Hastings, here
and the interest that he has in these topics.

What we are all about is trying to take care of these national for-
ests in a way that they will be there for future generations.

I have provided all this information, so it is available in the
record, so I will summarize, if I am permitted to do that, as the
other folks have been permitted to do.

Mr. HORN. Please go ahead.

Mr. O'NEAL. The Wenatchee National Forest is a very large one.
It is one of the largest National Forests in the country, it is 2.3 mil-
lion acres in size, it is all on the east side of the crest of the Cas-
cades, and Mr. Chairman, you were in the national forest for a
large part of your trip over here today and I hope you did enjoy
it because it is an area that provides a lot of resources and a lot
of values for the people in central Washington as well as the people
throughout the State and across the country. These are national re-
sources that are treasures for the people of the United States.

The forest is about 150 miles long and about 35 miles wide. It
borders the Okanogan National Forest on the north and the North
Cascades National Park, and then on the south it borders the
Yakima Indian Reservation and Mt. Rainier National Park. It is an
area that people have a lot of interest in and there are a lot of re-
sources in the way of water, air, the scenic beauty, the forest and
the timber, the trees that are there many people are in competition
for as we hear it day in and day out.

I think the main goal is to make sure that we are able to manage
these in perpetuity for the people of the United States and that is
our goal as Forest Service managers.

I would like to get into the topic of recreation fees, to begin with.
The Wenatchee Forest has about 6 million visits to it on an annual
basis. That is increasing every year. We are faced with new chal-
lenges on a daily basis about how to continue to be able to provide
the opportunities that people now enjoy out on the national forest
and at the same time trying to accommodate these new visitors.
Budgets have been rather flat in that area, so it is important to
us to be able to have an additional source to be able to continue—
of revenue—to continue to be able to manage these forests and pro-
vide these opportunities for people.

The entire Wenatchee National Forest is under the Recreation
Fee Demonstration Program. With that, each of our six ranger dis-
tricts have involvement in the trail park program, which is a re-
gion-wide program. The primary purpose of that is to produce the
revenue to be able to maintain the trails. I have a lot of trails that
are currently closed because of downfall of timber, materials that
are over the trails. Quite frankly, with the existing budgets that we
get, we cannot provide those opportunities for people. We are into
that program very heavy, we have 160 trailheads into that pro-
gram. That gives people access to 2,200 miles of trail just on the
Wenatchee National Forest. The fees for that are $3 a day or an
annual fee of $25 a year. We also have a feature that people can,
if they are concerned about paying the fee and if they are willing
to come out and help work, help maintain these trails, we will give
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them credit for that and offset the fees. So that has been an impor-
tant selling point that we have had as we implement that.

Mr. HorN. How many hours do you put in to equal the $3?

Mr. O'NEAL. I think it requires you to have about 3 days of work
in order to get the annual permit. Our requirements are—you
know, we require them to actually produce with that work rather
than just having an opportunity to go out and hike on the forest.

Mr. HorN. I can see the Department of Labor’s Wage and Hour
Administration headed in your direction. [Laughter.]

Mr. O'NEAL. Also, all ofy our six ranger districts have additional
fee demonstration projects that range from a drainage that might
have been popular for dispersed area camping, overnight camping
and we were having trouble in there keeping the litter cleaned u
and maybe even problems with managing the situation and hard-
ening the site so people could continue to use that area. They also
have a number of other fee projects.

Generally, the way we began this program, we made a lot of up
front effort in asking the public, visiting them out on the forest, to
see whether or not—try to explain to them that we need to figure
out a way to increase the revenue to provide the services that they
were demanding. Through that up front, we found that when we
contacted people right out on the sites that they were using, that
once they understood the need for additional revenue and the fact
that the funds were going to come back to the individual areas,
they were then acceptable to that, and we had about 80 percent of
the people we contacted out on site that said, “hey, we do not like
glﬁ ”fees, but we can understand why and we think it would be

However, when we contacted local people that might be residents
adjacent to the forest or they might ge in small communities adja-
cent to the forest, that percentage was much less. The local folks
where these areas were in their backyards, they were more con-
cerned about and more resistant to paying fees. But anyway, that
helped us launch off onto this fee program and I believe it has been
very successful.

Normally our budget on the Wenatchee National Forest for all of
recreation is about $2.2 million. We are expecting, when we add
the trail park fee revenues that we will get and the other dem-
onstration areas that we have, we will probably be in the neighbor-
hood of $400,000 for 1998. That will go a long way to help continue
to provide the opportunities for these people to enjoy the national
forest, the people that own the forest.

I would like to now move into the financial health. You know, in
my younger days in the Forest Service, I was always concerned
about financial health, but it is different than what the situation
is today. My main concern in those days, I wanted to always make
sure that I did not overspend my budget and that I did not out-
spend my collections on the trust funds that we have in the Forest
Service. That was my two main goals and I thought if I came
through that OK, everything would be OK, because in fact it is ille-
gal to overspend budgets in the Federal system. But in 1996, we
started getting information about the Forest Service financial
statement was not up to par with what was expected of a Federal
agency nationally. So at that time, we began getting direction from
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our superiors that we needed to really step up the pace in financial
management and be doing a better job. Most of the areas that
there was concern about is that we needed to do a better job in ac-
counting for the property that we had, knowing how much it was
worth, and working that into the financial management system,
and those kinds of things.

So we have gone a long way toward that. In 1997 was the first
time, to my knowledge, that I had a performance element that was
specially designated for financial health. I actually got it in the
middle of the year, after I had already started my management for
that year. I can remember my mid-year performance, there was
about six elements relative to financial health in addition to those
two that I always thought I was doing a good job in, that we had
to start dealing with. My forest was way behind in that area and
I can remember the regional forester presenting me with this little
diagram of an hourglass showing most of the sand already gone out
of the top and it said at the bottom, time is running out. That con-
vinced me that we really do have a serious problem in financial
management.

We also now have an action plan in our region for this financial
management, financial health. We also have the desk guide that
both the GAO and the inspector general referred to this morning.
After I saw one of the statements that the inspector general was
going to say, I went in and I picked up the desk guide. Qur fiscal
manager on the forest is on leave right now, on vacation, and so
when I went into the office, I just said I need the desk guide, the
financial health desk guide. So folks looked a little bit puzzled for
a minute and then I said, “well, it is probably on the fiscal man-
ager’s desk.” Sure enough, it was right there, and here it is.

Mr. HORN. Does that guide have a description at each place in
the financial organization, what that person is expected to do?

Mr. O’NEAL. Yes, I believe it does.

Mr. HORN. So that if somebody is hit by a truck by accident, you
can 1‘1710ve somebody in there, they can read what they are expected
to do?

Mr. O'NEAL. Yes, they can.

Mr. HorN. I am all for that. I started that 30 years ago and it
frustrated me when one business manager I had did not do it.

Mr. O'NEAL. There is also the Region 6 Pacific Northwest Action
Plan, a copy of that, that I noticed the fiscal officer had in here as
well. And it details and assigns various positions to various parts
of this financial management.

Mr. Horn. I will tell you one thing I learned dealing with State
auditors, I always got some great advice from them after the audit
was done. One of them insisted on people taking a vacation. A vice
chancellor in another university system in northern California was
caught, he had an 800-acre ranch and one day he went on a vaca-
tion for 3 weeks. The person that sat there got one of the envelopes
coming in to ask the university to pay and it was for 800 bales of
hay and the university had thousands of acres. Lo and behold, that
was not going to the university acres, it was going to the vice
chancellor’s acres, and they got him. So I always have insisted on
vacations, as a result. [Laughter.]

Mr. O'NEAL. I want to move on now to the K—-V—[laughter.]
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The issue, as I understand it relative to K-V, is overhead assess-
ments. I know in the Forest Service we really have been struggling
with our overhead assessments in all of our areas. As the kind of
business that we do changes, that then changes the overhead as-
sessments and so it is something that we really do need to stay on
top of. On the Wenatchee National Forest, as far as the K-V as-
sessments, we assess this in a general way on an annual basis, but
if over a 3-year period we determine that we need to make a
change relative to our collections that is part of the timber sale ap-
praisal process, then we trigger what that change would be. I just
went back over and looked at our records and our assessments
against K-V has been running around 24 to 25 percent for the last
3 years, and so we are not expecting that will change into the fu-
ture. However, we are having to do a lot of things to manage that.
In K-V collections, our total on the forest and what we expect to
be using on an annual basis, there is a major shift in that and we
are expecting that to change by about 50 percent. So, as a result
of that, we are having to change staffing to account for that, to
keep this overhead assessment at a reasonable level.

The next item I wanted to cover was the timber sale, below-cost
timber sales. Back in 1987, when I first was appointed to be the
forest supervisor here on the Wenatchee National Forest, at that
time and for a period of 3 to 4 years after that, all of our sales,
without exception, were above cost, we did not have below-cost
sales. After that, as we started shifting our management to start
meeting goals that was beyond just selling timber for timber’s sake,
then that started to shift.

But even in this last TSPIRS report for the Wenatchee, we still
had a few sales that were over on that commercial category that
were still above cost, but we had a whole lot more that is in the
below-cost category. That is primarily because over the last few
years, we have, because of the fires that we had in 1994, we have
been trying to do what we can to get as much wood out of that
area, because in the future it would be available for additional for-
est fires.

What happens with this standing wood out on the national for-
ests after a big fire is that after about 15 or 20 years, it falls down
on the forest floor. Well, also during that period of time, you have
got the new forest that is growing up. And when you combine that
old fuel from the previous fire with those new little trees, you have
got a potential for a fire that is a lot more significant than the one
we had in 1994. So we are concerned about getting as much wood
out of there as possible. A lot of those were below-cost sales, but
with the objective of reducing the fuels.

Also, after looking at the situation and the condition of our for-
est, the Wenatchee National Forest, we have developed what we
refer to as a dry forest strategy where we are focusing all of our
efforts in removing wood and doing prescribed fire to reduce the
significant fire hazard that we have here in central Washington on
to these forests that are in the dry forest. From a revenue produc-
tion standpoint, it goes way down, because we are trying to meet
these ecosystem restoration goals as part of that.

Also, I would like, if it would be permissible, to give you a video
that explains this dry forest strategy and this general fuel condi-
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tion. You heard a lot about that from a lot of the people that were
on the previous panel. This will give the subcommittee an excellent
overview of the situation in the forest and this big change that we
are in transition on where we are going from a situation where we
were producing timber to produce revenue, now we have this high-
er objective of taking care of the forest long-term for the people of
the United States.

Mr. HORN. That is fine, we will be glad to receive it by the staff
and when I get to Washington, loan it to me and I will look at it.
I do not know, maybe you already have one.

Mr. HASTINGS. We have one, I think we do.

Mr. HOrN. But on that issue, do you have a transcript of what
the wordage is on that video somewhere?

Mr. O'NEAL. Yes, we do.

Mr. HorN. OK, I would like to put it in the record at this point.

Mr. O'NEAL. We also have a document that we usually have our
folks take with that when they show it to various groups that has
some talking points that would be useful to you.

Mr. HORN. Good, we will put them both into the record.

Mr. O'NEAL. I will make sure you get that.

Mr. HORN. We will put them in the record at this point without
objection.

[The information referred to follows:]



399

Script for the Wenatchee National Forest video:

Our Dry Forests - A Century of Change
(developed and produced by the Wenatchee National Forest)

The national forests are public treasures owned by all Amercians. One of the crown
Jewels is the 2.2 million-acre Wenatchee National Forest. The forest is located along
the eastern slope of the Washington Cascades, between scenic Lake Chelan in the
north and the rugged Goat Rocks Wildemness to the south.

These days, soclety is looking for ideas on how best to manage the national forests for
future generations.

Many questions are being asked today about forest management: How have the
forests of eastern Washington and Oregon changed over the last century? What
goods and services can our forests provide for the future? Can ecosystems with a
variety of plant and animal species be maintained in a healthy condition? How does
fire play a role in this equation? Are recent catastrophic fires what we can expect for
the future?

When looking for answers, it helps to first consider the history of our forests and the
effects humans have had on them.

For thousands of years, before the 1850's and the arrival of settlers in Central
Washington, disturbance by fire was the dominant force which shaped our dry forest
ecosystems.

The first explorers and settlers often wrote about the natural and human-ignited fires
they witnessed and the resultant smoke hanging over the mountains throughout the
summer months.

In their diarles, many who came to Eastern Oregon described the mountains and the
blue haze they saw. Smoke from distant fires burned summer-long and produced the
"blue” in what would later be called the Blue Mountains. The history of Eastern
Washington forests is much the same.

Many of the fires were naturally started by lightning, but others were purposely lit by
American Indians to improve hunting, to remove cover that might hide enemies, and
to enhance growing conditions for berries. These were usually light surface burns
that kept the forest floor open and allowed for easy travel.

-1-
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Script for the Wenatchee National Forest video:
Our Dry Forests - A Century of Change

These surveyors wrote in the 1855 railroad surveys in the Stevens Report
that...."There is so little underbrush in these forests that a wagon may be drawn
through them without difficulty, forming a striking contrast to the dense thickets of
the western slopes. The level terraces are covered everywhere with good grass and
shaded by fine symmetrical trees of great size through whose open foliage the sun's
rays penetrate with agreeable mildness, giving to these forests the appearance of an
immense ornamental park."

Early accounts describe large-size pine trees, the forest's open structure, an absence
of underbrush and small trees, and a lush cover of grass.

But how can plants and trees live and thrive in an environment frequented by ground
fires?

The fine, symmetrical trees referred to in the Steven's report were ponderosa pines.
Under natural conditions, this was the most common tree in eastside forests at mid-
and lower elevations.

Ponderosa pines are uniquely adapted to thrive in an ecosystem with frequent low-
intensity fires. Older trees have few limbs at ground level, so it is difficult for surface
fires to cimb into the tree tops, and thetr:thick, corky bark provides insulation from
the heat of flames. :

While adapted to fire, ponderosa pines will burn if enough needles and dead
branches accumulate at the base of a tree or if they grow within dense stands of
younger trees. However, if fires burn through a ponderosa forest frequently enough,
fires remain at low intensities and most larger trees s