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A Report to the 
Board of Natural Resources 

 
Kyle Blum 

December 2012 

Annual Review of State 
Trust Lands Management 

Fiscal Year 2012 

Presenter
Presentation Notes
PSF Resolution: Adopted July 11, 2006
Policy on Implementation, Reporting & Modification of the PSF – Page 50
“ The Department will employ a structured program to monitor implementation of the policies in the Policy for Sustainable Forests, and will report annually to the Board of Natural Resources on implementation.”

Revised SHC Resolution # 1239: Adopted July 3, 2007
“The Board directs the Department, in its annual report to the Board, to give a general accounting of the activities and investments  made to reach the objectives and outcomes modeled in the Sustainable Harvest Calculation and the status of the current anticipated results of those activities and investments, including and indication that the Board should consider an adjustment of the decadal harvest level.”

Translated this means:
We’ll give you an overview of the timber sales program targets and results.
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Trust Lands Topics 
Fiscal Year 2012 

• 5-year Review of the Policy for Sustainable 
Forests 

• Aspects of Forest Management 
– Investing in our Forest Stands 
– Seed Resources for Forest Ecosystem Health 
– Volume Sold/Value Earned 
– Sustainable Harvest 
– Forest Land Planning 
– Roads 

 
• Leasing 

 
• Transactions 
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Policy for Sustainable Forests 
 

• Recently completed a year long 
implementation status review 
 

• Findings 
– Found high levels of compliance with PSF 
– Noted areas for improvement  

 

• Response to Findings 
– In process of developing new/revised internal procedures 
– May be back to the Board with policy recommendations in 

2013 

Presenter
Presentation Notes
Why was the review done? 
“At five-year intervals, the department will perform a substantive review of the Policy for Sustainable Forests (2012 = 6 years).

Found high levels of compliance with PSF
“Financial diversification”, “Definition of Sustainability for the Sustainable Harvest Calculation”, “Recalculation of the Sustainable Harvest Level”, “Harvest Deferral Designations”, “Forest Health”, “Catastrophic Loss Prevention”, “Old-Growth Stands In Western Washington”, “Wildlife Habitat”, “Watershed Systems”, “Riparian Conservation”, “Public Access and Recreation”, “Visual Impacts”, “Cultural Resources”, “Local Economic Vitality”, “Forest Land Planning, General Silvicutural Strategy”, “Policy on Forest Roads”, “Research”, “External Relationships”, and “Implementation”, “Reporting and Modification of the Policy for Sustainable Forests”.

Examples of compliance:
Under the Financial Diversification Policy, the department has:
Identified and offered a mix of forest products to take advantage of existing markets and market value fluctuations.
Evaluated and captured financial opportunities through production, marketing and sales of both timber and non-timber related commodities and uses.

What are areas of improvement by categories? The department has had limited success complying with the following PSF policies:

Financial Assumptions (The PSF requires annual review of financial assumptions that affect forest management and making necessary adjustments as the economic situations will dictate)
The department is working on a framework for corporate review of all the forest management-related financial assumptions used by various segments of the agency.

Harvest Deferral Designation (The PSF requires the department to designate lands and timber resources that are unavailable for harvest as either short-term or long-term deferrals). 
The department is working on addressing the issues associated with deferrals.

Special Ecological Features (The PSF requires the department to identify and protect forested state trust lands with special ecological features of regional or statewide significance that fill critical gaps in ecosystem diversity).
We are identifying forested state trust lands with special ecological features of regional or statewide significance that fill critical gaps in ecosystem diversity. 
The policy is unclear regarding the level of regional or statewide significance of special ecological features that will trigger mitigation.

May be back to the Board with policy recommendations in 2013, particularly regarding special ecological features
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Investing in Forest Stands 
Fiscal Year 2012 

• Webster Nursery 
– Shipped 7.4 million seedlings to regions for reforesting 

trust lands 
– Sold 1 million seedlings to the public 

• Silvicultural Activities 
– Planting and vegetation management fully funded for 11-

13 biennium 
– Young stand thinning activities resumed in FY 13 

• Genetic Resources 
– Established orchards for eastern Washington (Southeast 

and Northeast Regions) 
– DNR seed orchards, and Forest Service seed orchards in 

areas of critical need 
 

 

Presenter
Presentation Notes
SILVICULTURAL ACTIVITIES  (DNR defines silviculture as the art and science of cultivating forests to achieve objectives.)

In FY2012, all “basic silviculture” activities (planting, site preparation, and vegetation management) were funded.  Stand investments at very high levels:
Vegetation management acres were close to decadal averages 
Acres of site preparation (14,717) were double the decadal average.  
Planted more acres than in any of the last 15 years.  In PC Region alone, planted 3.8 million seedlings on 10,011 acres (379 trees/acre average)

PCT:
Budget Enhancements:
 09-11: 25% decrease from previous biennium
 11-13 increased 37%: from $13.6 million at the start of 09-11 to $18.6 ($14.1 allotted + $4.5 prepaid) million for the current biennium
In FY13, PCT funding was obtained through job creation legislation (capital appropriation) that will result in 19,000 acres of young stand thinning. During Fiscal Years 2008-2012, there was virtually no PCT activity, though some PCT was accomplished through eastside forest health grants. 

Genetic Resources 
Seed Orchard: (2 new larch orchards)
Western larch seed is in chronic short supply in eastern Washington.  
DNR received a USFS grant to develop orchards to help address this need for state lands and family forest owners * Kyle – I will be talking to you shortly in more detail about the dire situation with funding for this critical need.  
One orchard will serve the southern part of Southeast Region while the other will serve the eastern part of Northeast Region.

Seed Plant
Collected Douglas-fir in Forest Service orchards
Collections took place:
During third successive historically poor cone crop year (WHY?)
In a good year, 3-5,000 bushels of cones are collected
If no available seed, may be unable to reforest or may choose a seed that is less adapted to site
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Total Revenue Earned 

Fiscal Year 2012 – Dollars in Millions 

Leasing $36.8 

Timber Revenue $165 

Total Revenue $201.8 

Presenter
Presentation Notes
In 2009 we had $126 million in Timber Revenue and $31.7 million in Leasing Revenue

In 2011 we had $184 million in Timber Revenue and $31.7 million in Leasing Revenue
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Timber Volume Sold 
FY05-FY12 Sold Sales + Projected Sustainable  

Harvest Targets to End of Planning Decade 
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Presenter
Presentation Notes
Sustainable harvest on State Trust Lands
 - Western Washington – calculated and approved in 2004 and adjusted 2007 to 5.5 billion board feet for the decade – annual equivalent 550 MMBF/yr.

Eastern Washington – last calculated in  1985 and adjusted in 1996 at 850 million board feet - annual equivalent 85 MMBF/yr.

In FY 2011 and 2012, a combination of limited markets (reduced by the global financial crisis of 2009/10) and limited productivity capacity (limited staff) has limited the harvest level. 

The Bar for FY13 is a combination of actual sold sales (to November 2012 150 MMBF) and remained being the projected harvest for the year

The FY14 bar is a estimate of the planned sales.

Current projected planned sales in Planning and Tracking (as of June 2012) will bring the Department to 96 percent of the total western Washington Sustainable harvest.

However, there are some important caveats to this:
Not all sustainable harvest units will reach their project levels and some will exceed their levels by 50 percent.
The distribution of the harvest in terms of regeneration to thinning harvests and across the landscape will be different than projected. 
In general, the harvest to date has concentrated on regeneration harvest from upland areas without special management objectives (GEMS)
Sold thinning volume will fall short of the projections
The areas that have not been harvested per the projections are uplands with special management objectives or constraints (NRF management areas, the OESF, MM areas, potentially unstable slopes) and riparian areas



Extra Info:

Planned Sustainable Harvest W. WA (blue line) was discussed in the fall of 2004 with the Board as the implementation strategy. Prior to FY05, the Department was harvesting in western Washington at a rate of approximately 430 to 450 MMBF/yr. Increasing the harvest level, would mean also increasing the productive capacity of the agency (i.e. increasing the work force) and depended upon increase level of funding from FDA and RMCA accounts. As a result of the Board’s approval, the Department requested legislation in 2005/06 to increase the management fees to 30 percent.

After the approval of the Western Washington Sustainable Harvest in 2004, a group of conservation organizations filed suit against the Board’s action on the grounds of inadequate environmental impact analysis. All the pre-2004 policies and procedures that were replaced by the 2004 Sustainable Harvest were reinstated. As a result, harvest levels dropped to pre-2004 levels – around 430 MMBF. The main restrictions were harvest limitations in Status-1-Reproductive Owls circles and watershed maturity restrictions. The watershed maturity restrictions only permitted regeneration harvests in watersheds where 50 percent or more of the DNR-managed lands were over 25 years of age.

In 2007, the lawsuit against the Sustainable Harvest was settled and implementation of the sustainable harvest proceeded with the Board’s approved level and associated policy and procedural changes.

2009 was a challenging year from a marketing perspective due to the financial crisis and failing housing market. In 2010 the Department increased its harvest, in particular along the I5 corridor to maintain the sustainable harvest implementation plan, as well as maintaining positive management accounts and productive capacity.
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Western Washington Sustainable 
Harvest Units 

FY05-FY12 Sold Sales and Percent of Projected Sustainable  
Harvest 

Target class 

Percent of 
Sustainable 

Harvest Level 
Achieved 

Sustainable Harvest Units 

Exceeded target >100% Clark, Cowlitz, Mason and Pierce 

Near or On-target 
60-100% 

 

Kitsap, Lewis, Snohomish, Pacific, 
Skagit, Whatcom, Capitol Forest, 
Clallam, Jefferson, King, Thurston, 
Wahkiakum, Federally Granted Trusts 
and State Board Purchase 

In-arrears < 60% OESF, Skamania 

Presenter
Presentation Notes
Slide describes the current status of western Washington sustainable harvest units. 

The following seven sustainable harvest units have exceeded their sustainable harvest levels:
Clark, Cowlitz, Mason, Pierce, Kitsap, Lewis and Snohomish

The following six sustainable harvest units are on target to meet their sustainable harvest levels:
Pacific, Skagit, Whatcom, Capitol Forest, Clallam and Jefferson

The following six sustainable harvest units are in arrearage of their sustainable harvest levels:
Federally Granted Trusts and State Board Purchase, King, Thurston, Wahkiakum, OESF and Skamania
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Stumpage Sales Values   
FY01-FY15 

Presenter
Presentation Notes
Average Stumpage Values

Stumpage Prices realized at the beginning of the period (FY01):  $305/MBF.
As the economy recovered from the 2001-2002 recession prices began to rise in late 2002.
Prices peaked in FY 2006 at the height of the housing bubble:  $370/MBF.
Coincident with the collapse of the housing market and the onset of the Great Recession, prices bottomed in FY2009:  $171/MBF.
Prices recovered by 2011 ($339/MBF) due to increased demand in the regional fiber basket from China and a recovering housing market.
Reduced demand for logs from China (-10%) and abundant log supplies from private timberland owners have yielded a slightly lower stumpage values in 2012:  $298/MBF.

Edit: Add Stumpage Price Projections for FY 13 & 14
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Volume: Sold, Removed, 
Remaining FY01-FY12 
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Presenter
Presentation Notes
Focusing on the last year

Volume removed is less than sold
Volume remaining under contract has increased slightly from 540MMBF in FY11 to 547 in FY12.

VOLUME DETAILS

	SOLD	REMOVED	REMAINING
FY 11	$596	$670	$540
FY 12	$548	$514	$547
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Forest Land Planning 

• Plan for the Olympic Experimental State Forest 
(OESF) HCP Planning Unit 
– Completed Draft EIS – June 2010 
– Revised Draft EIS expected in 1st quarter of 2013 

 
• OESF Research & Monitoring Strategy 

– Components to be included in OESF Forest Land Plan 
– Installation of monitoring site for Status and Trends 

completed during summer/fall 2012 in collaboration with 
USFS PNW Research Station 

Presenter
Presentation Notes
Why we’re doing this  
  To better implement the SHC and the HCP on the ground
  To vet the operational considerations of implementing the Policy for Sustainable Forests 
  Documenting issues on the ground & with the public & tribes contributes to more effective & efficient mgt decisions.
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RMAPS: Fish Passage Culverts 
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Presenter
Presentation Notes

Projected miles of habitat gained is cumulative and represented by the red line graph.
The number of culverts corrected  each year is represented by the blue bar graph.
The Sept-12 bar represents all of our work completed as of the end of September and there were a number of projects completed during the first couple weeks of October due to the very dry weather we had. 
DNR is on track to remove or correct all fish barrier culverts by October of 2016. 
We have 282 culverts left to correct during the next three summer construction windows.
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Leasing  Programs 
Revenue Earned 

Fiscal Year 2012 
Agricultural Leases $17,473,000 
Grazing $904,000 
Commercial Real Estate $10,256,000 
Special Forest Products $581,000 
Property Leases $2,137,000 
Communication Sites $3,823,000 
Minerals, Oil, & Gas $147,000 
Rock, Sand, & Gravel $787,000 
Rights of Way $634,000 
Miscellaneous Revenue $122,000 
Leasing Total $36,864,000 

Presenter
Presentation Notes
Ag Leases include: dryland, irrigated row crops, orchards, and vineyards
Grazing: includes leases and permits, ranging from open rangelands to grazeable woodlands
Commercial Real Estate: office and retail space leases and ground leases
Special Forest Products: leases for harvest of salal, bear grass, floral greens, and tree boughs
Property leases: wind power, recreation, wineries, colleges
Comm Sites: telecommunication leases in DNR facilities and land leases for tenant owned structures
Minerals, Oil & Gas: subsurface land leases for natural gas, mineral extraction
Rock, Sand & Gravel: Land leases to extract rock resources
Rights of Way; Road Use Permits and granted easements
Misc: Trespass recoveries, assessments, & power reimbursements 

--Ongoing review of leasing rates/policies/procedures for fairness, consistency, and to ensure fair market value:  
-Moving from crop share to cash rents: Stabilizes annual income to trust, reduces risk to the trust by distancing us from fluctuations in ag markets,  reduces level of effort for   lease management
-Strong marketing push has resulted in $1.3 million in bonus bids over the last year
- “A brand presence that people recognize and have confidence in.” 
 
--Capital Improvement Planning:  
                -Capital Facilities Inventory
                -Advanced planning for repairs/maintenance of our Capital Infrastructure
                -Ensure that our “Pumps and Pipes” are maintained for the long-term.
 
--Asset Management Strategy:
-Gain management efficiency by “blocking up” lands in various geographic locations:  Example: Sand Piper Acquisition 3000+ acres/Paterson Water Right Development 4000+ acres  both in Horse Heaven Hills
-Ensures minimal disruption of revenue streams to the trust from variables such as weather conditions and water supplies
-Provides economies of scale which will ultimately be reflected in trust revenue.
-“A portfolio representing a variety of climactic zones, soil types, crop types, with adequate water and access to markets.”
-Divesting ourselves of above ground improvements
                
--Water:  Global look at our portfolio to prevent relinquishment and position for flexibility in the future.
Paterson Water Project:  $35 million infrastructure project = 4000+ acres of new irrigated ag production:  in feasibility stages
Climate change/water supply development:  involving ourselves with efforts across the Columbia River Basin to create new water supplies and position ourselves to be able to adaptively respond as climate impacts occur.

Rock, Sand & Gravel Revenue & the potential for additional $ with gold mining contracts.  Because of the long term development timing and costs, it appears that additional revenue from our gold mining contract with Kinross and the K2 Mine is about 3 years out.  They have already completed development drilling of holes on 50’ centers on trust lands and have concluded that there is a minimum of 60 thousand ounces of gold ore.  They are working on private and towards trust land in the mining process.  Our royalty is 5% of gross gold price which is $1700/oz. today which equates to $5,100,000 as a minimum for this project.
Miscellaneous Revenue: What falls in this category?  First of all, this is not true revenue, but “reimbursements”.  We are collecting money for items such as assessments, power charges, IIR Restitutions, Trespass payments.  For example, we pay the power bill for our communication sites and then bill our lessees for the power through annual billings along with their rent.
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Land Transactions Objectives 
Fiscal Year 2012 

• Improve financial performance of trust assets 
– Consolidate/block up trust lands 
– Transition out of under performing assets 

 
• Acquire productive natural resource lands 

 
• Protect the existing land base 

 
• Diversify State Trust Land Portfolio  
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Transactions Highlights 
Fiscal Year 2012 

• 12,000 acres of checkerboard 
ownership consolidated in Phase 2 of 
the DNR-DFW exchange 
 

• 5,400 acres of replacement farm and 
forest land acquired for trusts 
 

• 3,100 acres transferred under TLT for 
conservation and recreation 
 
 

Morning Star NRCA 

Sandpiper Farm 

Oak Creek   
Parcel (from DFW) 

Presenter
Presentation Notes
--DNR acquired 12,000 acres from DFW which filled in trust ownership blocks in Kittitas, Okanogan and Yakima Counties. 
-- Replacement properties include one 3300-acre irrigated farm in Benton County and four forest properties totaling  2100 acres that enhance or protect existing forest blocks in Clallam, Pacific, Okanogan and Spokane Counties. 
-- Morning Star NRCA transfer was completed in March, the first of four TLT projects slated for this biennium.
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2012 Purchases under $100,000 
BNR Resolution 1164 

Property Acres Price County Trust Date Benefit 

Belcali 5 30,000 Spokane School 12/28/11 Provides access to  
timber sale 

Presenter
Presentation Notes
Occasionally DNR acquires small, low value properties to resolve ownership or access issues, or to fill in holes in trust ownership. In 2005 the Board of Natural Resources approved a resolution that allows DNR to purchase properties valued at $100,000 or less if certain criteria are met. The properties must be in-holdings or edge-holdings to existing ownerships and must provide economic value to the trust. Further, an annual report of these purchases must be made to the Board. 
In FY 2012, DNR made one such acquisition. NE Region needed access across private property to get to a landlocked trust parcel with timber. The landowner wouldn’t grant access but offered to sell the property. 
[note:  if asked, value is high compared to size because the property has residential value]

Question for CPL:  ?Should we Report on Direct Sales?
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