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STATEMENT OF NEED AND FISCAL IMPACT
A Notice of Proposed Rulemaking Hearing accompanies this form.

Oregon Department of Forestry, Private Forests Division OAR 629

Agency and Division Administrative Rules Chapter Number

Inthe Matter of: the Amendment of Division 22, Administrative Rules Governing Forest Resource Trust Programs Administered
by the Department of Forestry.

Rule Caption: Amends existing and creates new Forest Resource Trust programs for private and local government landowners.
Statutory Authority: ORS 526.700 and ORS 293
Stats. Implemented: ORS 526.695 to ORS 526.775

Need for the Rules:

In 2007, the Oregon State Legislature revised statutory provisions for the Forest Resource Trust. The legislation creates a Cost-
Share Program for non-industrial private forest landowners and generalizes the existing Stand Establishment Program as a Loan
Program, with the option of extending eligibility for the Loan Program to other qualified private and local government landowners.
The legislation requires that the Board of Forestry adopt administrative rules for implementing the new statutory provisions. The
amended rules meet this requirement by creating new rules for the Cost-Share Program, amending existing rules to establish the
Loan Program and adding other amendments implementing discretionary provisions of the 2007 legislation. The amended rules
also include other needed amendments approved by the Board of Forestry: (i) allowing the State Forester to grant exceptions to
the Forest Resource Trust administrative rules, (ii) allowing Forest Resource Trust programs to fund environmental restoration
practices, and (iii) incorporating other definitions and rule organization changes.

Documents Relied Upon, and wherethey are available:

Department of Forestry staff report to Board of Forestry — June 4, 2008. Available at (see Action and Information Item 2 — Forest
Resource Trust Program — Proposed OAR Amendments):

http://egov.oregon.qov/ODF/BOARD/BOF_060408 Meeting_Materials.shtml. Meeting minutes of the Forest Resource Trust
Advisory Committee — a standing committee to the Board of Forestry. Available at:
http://egov.oregon.qgov/ODF/BOARD/FRTAC/frtac.shtml#Meetings  Minutes. Intradepartmental communications and reports.
Documents are available for public review during regular business hours 8 A.M. to 5 P.M., Monday through Friday, Oregon
Department of Forestry, Private Forests Program, 2600 State Street, Salem, Oregon; (503) 945-7207.

Fiscal and Economic I mpact, including Statement of Cost of Compliance:

The proposed rules apply to any eligible landowner who participates in Forest Resource Trust programs. The rules amend existing
programs and create new programs for the Forest Resource Trust that are more flexible in their design and mechanisms for
delivering financial assistance, and that broaden both the range of forest management actions eligible for financial assistance and
the range of landowners eligible to participate. The intent of these changes is to significantly increase the number of forest
landowners participating in Forest Resource Trust programs. However, currently there are no available funds in the Forest
Resource Trust for implementing the expanded program provided by the amended rules. Developing a strategy for obtaining
additional funds is therefore a top priority of the Forest Resource Trust Advisory Committee, because without additional funds,
expanded participation by eligible forest landowners is not possible. Because of this funding uncertainty, and because landowner
participation in Forest Resource Trust programs is voluntary, it is not possible for the Department of Forestry to estimate how
many additional landowners will participate in the Forest Resource Trust programs established by the amended rules, nor to
estimate the specific types of improved forest management projects or practices that would be conducted in any given year. The
Department of Forestry thus cannot provide a quantitative estimate of the economic impact of the amended rules at this time.
However, once additional funds are obtained, the Department of Forestry and the Forest Resource Trust Advisory Committee
anticipate, for the reasons stated below, that the rule amendments will create positive economic opportunities for eligible
landowners and supporting forestry consultants, businesses and contractors who participate in Forest Resource Trust programs.

Small Businesses: Forestland Owners:

There are nearly 69,000 non-industrial private forestland owners in Oregon that are for both the Loan and Cost-Share programs.
The amended rules expand eligibility for the Loan Program to other industrial private and local government landowners. Under
the amended rules, eligible landowners who choose to participate in Forest Resource Trust programs can receive up to 100 percent
financing for implementing practices that result in the improved management of forestland for timber, wildlife habitat, water
quality and other environmental purposes. Under the Cost-Share Program, a participating landowner enters into an agreement that
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specifies the practice components, cost-share rates and provisions for cost-share reimbursement as specified in an approved
practice plan. Landowners participating in the cost-share program can expect to receive reimbursement for up to 75% of the costs
of conducting practices that improve the management of forestland; the exact amount to be determined by requirements of the
funding sources to the Cost-Share program.

Under the Loan Program, a participating landowner enters into a contract with the State Forester that directly provides the funds
for implementing the practices identified in an approved project plan. There is an additional incentive for landowners to
participate in the Loan Program because the Forest Resource Trust assumes the risk of cost recovery for catastrophic loss, where
all or part of the funds provided under the program are removed from the contract obligation to the extent that catastrophe impairs
the forestlands’ ability to generate timber harvest revenue. Further, provisions of the Loan Program contract — including a long-
term commitment to forestland use — stay in effect to the extent landowners decide not to harvest the forest established or
improved by the program.

The amended rules clarify the provisions for repayment of Loan Program funds used for stand establishment on underproducing
lands. Under the existing rules, any time any portion of the forest established with the Loan Program funds incurred a final
harvest, the landowner was obligated to repay the total amount of all funds owed, including interest. Under the amended rules, this
provision is modified so that the landowner is required to repay only the pro-rated portion owed based on the actual portion of the
forest receiving the final harvest. This increases the amount of funds the landowner can retain from a final timber harvest. The
amended rules provide no negative fiscal impact to landowners participating in the Loan Program.

Small Businesses: Natural Resource Consultants, Forest Contractors, and others:

There is no negative fiscal impact to natural resource consultants. About 75 natural resource consultants in Oregon are likely to
have more business opportunities with landowners because of the amended rules. Natural resource consultants are usually hired to
implement projects funded through Forest Resource Trust programs as both the Loan and Cost-Share programs include as an
eligible cost for landowner payment services provided by natural resource consultants. Under the existing Stand Establishment
Program, natural resource consultants are averaging $5,000 per project in payments. With the generalization of the Stand
Establishment Program to the Loan Program, the amended rules allow for additional projects or practices to be eligible for funding
by the Forest Resource Trust. In general, these additional projects or practices will not be as long or as complicated as stand
establishment projects, but they still provide opportunity for natural resource consulting services. In addition to the opportunities
provided to natural resource consultants by stand establishment projects, the new projects or practices that lead to the improved
management of existing forests now allowed for under the amended rules should average $2,500 per project in payments to natural
resource consultants. If 10 projects or practices for the improved management of forestland were enrolled in Forest Resource
Trust programs in a given year, natural resource consultants would receive $25,000 for services rendered for implementing Forest
Resource Trust funded Loan Program projects or Cost-Share Program practices.

There is no negative fiscal impact to forest contractors or local businesses. Roughly 75 forest contractors could receive payments
for implementing projects or practices funded through Forest Resource Trust programs. Under the existing Stand Establishment
Program, projects average $1,200 per acre for forest establishment, of which about $800 per acre is invested in forest contract
services and about $400 per acre is invested in materials, such as seedlings, tree protectors and weed control materials. With the
generalization of the Stand Establishment Program to the Loan Program, the amended rules allow for additional projects or
practices to be eligible for funding by the Forest Resource Trust. In general, these additional projects or practices will not involve
as much forest contract services and material investments. In addition to the opportunities provided to natural resource consultants
by stand establishment projects, the new projects or practices that lead to the improved management of forestlands now allowed
for under the amended rules should result in expenditures averaging $300 per acre for forest contract services and $100 per acre
for related materials. Farm and forestry supply businesses and forest seedling nurseries will benefit from the additional projects
now allowed through amended and new programs established by these rules. If 300 acres of projects or practices for the improved
management of forestland were funded through the Forest Resource Trust in any given year, about $120,000 in Forest Resource
Trust funds would flow to forest contractors and local businesses.

Natural resource consultants, forest contractors and farm and forestry supply businesses will benefit from the Cost-Share program
established in the amended rules. In addition to the opportunities afforded by Loan program projects, cost-share practices funded
by the Cost-Share Program will on average provide $1,000 in payments to natural resource consultants, $3,000 in payments to
Forest Contractors and $1,000 for materials and supplies from farm and forestry businesses.

State Agencies:

There is no fiscal impact to other state agencies. There is no negative fiscal impact to the Department of Forestry. The amended
rules do not obligate the Department of Forestry to administrative expenditures above those necessary under the existing rules. As
new funding is obtained for the Forest Resource Trust, 20% will be used for Department of Forestry administration. Assuming the
Forest Resource Trust receives $450,000 in new funding in any given year to provide financial assistance on 300 acres of projects
or practices for the improved management of forestland, $90,000 would be available for Department of Forestry administration.



Units of Local Government and Members of the Public:

There is no negative fiscal impact to local governments. The amended rules allow local governments that own and manage
forestland outside of the urban growth boundary to be eligible for financial assistance through the Loan Program.

There is no negative fiscal impact to members of the public. Should funding become available, in any given year, 10 private or
local government forest landowners stand to receive $120,000 in financial assistance to implement projects or practices that lead to
the improved management of forestland.

The general public and state, county and local governments benefit from the improved management of forestland by receiving
clean water, soil conservation, fish and wildlife habitat, recreation, scenic values, taxes, jobs, timber, carbon sequestration and
biodiversity. Many of these benefits, such as timber harvest, contribute to local and regional economic activity. As a result of
implementing projects or practices that improve the management of forestland, future timber production increases by 200,000
board feet which results in: (i) an employment increased by 3.2 jobs (direct, indirect, and induced), (ii) increased small business
income by $182,250, (iii) increased state income tax revenues by $14,575, and (iv) increased State Forest Products Harvest Tax
revenues by $520. Further, ecosystem services and other non-monetary benefits such as clean water, carbon sequestration, scenic
values, recreational activity and important native fish and wildlife habitats contribute to the social and economic livability of local
communities

Projected reporting, recordkeeping and other administrative activities required for compliance:

There is no cost of compliance. The new rules for the Forest Resource Trust Cost-Share Program require that the State Forester
maintain, and revise as necessary, a list of cost-share components that exemplify the practices, consulting services and
environmental restoration practices that are eligible for financial assistance under the Cost-Share Program. Further, the State
Forester must maintain, and periodically update, a list of cost-share rates by cost-share component and landowner self-labor and
self-equipment use rates that exemplify the not-to-exceed cost-share reimbursement limits available to landowners applying for
financial assistance under the cost-share program. Those records are currently being maintained by the Department of Forestry for
federal cost-share programs.

Equipment, supplies, labor and administration required to comply with the amended rules:
The amended rules do not create new requirements for equipment, supplies, labor or administration.

How wer e small businessesinvolved in the development of thisrule?

Two forestry consultants and eight forestland owners are on the Forest Resource Trust Advisory Committee that developed the
recommendation leading to the amended rules.

Administrative Rule Advisory Committee consulted?

Yes. The Forest Resource Trust Advisory Committee — a standing committee to the Board of Forestry with statutory authority to
assist the Board in setting policy for the best use of funds available to the Forest Resource Trust — developed the amended rules
and recommended them to the Board for formal rulemaking. The Board accepted the advisory committee’s recommendations
without further modification and approved the Department of Forestry to proceed with formal rulemaking.

July 11, 2008
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