P.O. Box 1350 Board of Commissioners
338 Waest First Street Colleen McAleer, President
Port Angeles Connie Beauvais, Vice President

of Port Ange’es Washington 98362 Steven Burke, Secretary
360.457.8527 Executive Director
Karen Goschen
March 8, 2017
The Honorable Hilary Franz Ms. Robyn Thorson
Commissioner of Public Lands Director, Pacific Region
1111 Washington St. SE U.S. Fish and Wildlife Service
Olympia, WA 98504 911 N.E. 11" Ave
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Dear Commissioner Franz and Director Thorson:

The Port of Port Angeles Commissioners respectfully submit the attached comments to the Draft Environmental
Impact Statements for both the Sustainable Harvest Level, and the Long-Term Conservation Strategy for the
Marbled Murrelet, a “threatened” species, designated as such in Washington State under the Federal Endangered
Species Act,

Our comments address the following areas:

® The Sustainable Harvest Level for the upcoming decade;

® The shortfall in harvest from the last decade’s Sustainable Harvest Level in Clallam County and a redress
of this shortage; and

e The Long-Term Conservation Strategy for the Marbled Murrelet which amends the 1997 Habitat
Conservation Plan with the Department of Natural Resources and the Federal government as contracting
parties thereto.

Our comments are formulated as a single set, to be applied to both Draft EIS's, since the Board of Natural
Resources’ decisions on each subject are closely intertwined. Our comments also apply to the follow-on decision
that will be made by the U.S. Fish and Wildlife Service for a potential amendment to the existing multi-species
Habitat Conservation Plan, which will include a long-term strategy to protect the Marbled Murrelet.

Our intent is to offer an optimal solution to achieve an appropriate revenue stream to the trust beneficiaries, for
which the Department has a fiduciary obligation, while being responsible environmental stewards of public lands.

We look forward to your responses to our comments and to further discussions with the Board of Natural
Resources as it develops its final decisions regarding harvest volumes in the next decade for Clallam County and
for the Olympic Peninsula region as a whole.
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l. Summary

The following comments address both the Department of Natural Resources’ (DEPARTMENT)
Draft Environmental Impact Statements (DEIS) under the State Environmental Policy Act for:

(1) Alternatives for Establishment of a Sustainable Harvest Level for Forested State Trust
Lands in Western Washington (SHL-DEIS); and

(2) the DEPARTMENT’s (cooperatively with the U.S. Fish and Wildlife Service (USFWS))
obligation under the Endangered Species Act for a Long-Term Conservation Strategy for
the Marbled Murrelet (LTCSMM-DEIS) under both the State Environmental Policy Act and
the National Environmental Policy Act.

The Port of Port Angeles Commission (PORT) advocates for the alternative with the most
harvest volume and the greatest positive impact to rural Western Washington economies and
employment levels while meeting environmental stewardship obligations. In the SHL-DEIS,
Alternative 2 (modified as suggested below), and in the LTCSMM-DEIS, Alternative B provide for
the greatest positive impact for Clallam County. The PORT strongly urges the Board of Natural
Resources (BOARD) to choose both as their final decision.

1. Introduction
The PORT has extensively reviewed both the DEPARTMENT’s SHL-DEIS and its LTCSMM-DEIS.

The PORT is a County-wide special-purpose municipal corporation situated in Clallam County,
and is vitally interested in this public policy decision process and the associated impact on
Clallam County’s overall economic interests, not just its impact on the forest products sector of
our economy. Further, the PORT’s responsibility is to enhance economic opportunity and
wellbeing throughout Clallam County. In that context and as a beneficiary of the State Forest
Lands held in trust, the PORT seeks maximum economic benefit to our constituents while
ensuring environmental protections.

Identical comments are provided for each DEIS, which address the three final decisions before
the BOARD on:

(1) the next decade’s Sustainable Harvest level,

(2) the arrearage calculation from the last decade’s harvest operations and how the arrearage
will be incorporated going forward, and

(3) a final long-term conservation strategy for the Marbled Murrelet — a seabird listed as
threatened by the U.S. Fish and Wildlife Service under the Federal Endangered Species Act.

Each of the three topics listed above are inextricably intertwined and thus will involve a great
degree of interconnectedness in the BOARD's decisionmaking between and amongst all three
subjects. Therefore, the PORT believes that simultaneously considering how the decisions
affect each other will constitute a good decision process for the BOARD. These comments are
organized accordingly.

The PORT recognizes the legal and fiduciary obligations of the DEPARTMENT extend only to the
beneficiaries of the various trusts, administered and managed by the DEPARTMENT. But as the
“Socioeconomic” section of the LTCSMM-DEIS indicates, the BOARD should recognize the fact
that without a sturdy, thriving forest products industry in our Counties, the DEPARTMENT’s
timber sales and sales of other valuable materials would suffer from an economically weaker,
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and more spottily-distributed customer base. Additionally, the small number of timber harvest
contracts brought to auction which go without responsive, responsible bidders would increase
to the detriment of (1) timber market prices, (2) of the DEPARTMENT's trust beneficiaries
including the State Legislature, and (3) of our State’s primary and secondary schools. This
would be to the detriment of Clallam County’s economy, employment rates, wage levels, and K-
12 students. We have seen the closure of four lumber mills in the past few years in Clallam
County. Further weakening of the County’s forest products industry through low or uncertain
timber supply needs to be avoided.

I1l. General Comments on The Department of Natural Resources’ Timber
Harvest and Sale Operations and Its Fiduciary Duty to Trust Beneficiaries *

First, the PORT acknowledges that the primary duty of the DEPARTMENT to trust beneficiaries
is a fiduciary one. The State Legislature, among its various duties as trustee and custodian of
publicly owned natural resource trusts for our State, has assigned the DEPARTMENT
management duties and fiduciary obligations for these trusts.?

The DEPARTMENT consists of (1) the Board of Natural Resources, (2) an Administrator, (who is
the Commissioner of Public Lands per RCW 43.30.105), and (3) the Supervisor, who is
nominated by the Commissioner of Public Lands and confirmed by the Board of Natural
Resources.® The BOARD is the departmental component specifically charged as follows:

“The Board shall: ...

(2) Establish policies to ensure that the acquisition, management, and disposition of all lands
and resources within the department's jurisdiction are based on sound principles designed to
achieve the maximum effective development and use of such lands and resources consistent
with laws applicable thereto; ... (Emphasis added);

(6) Adopt and enforce rules as may be deemed necessary and proper for carrying out the
powers, duties, and functions imposed upon it by this chapter.™

Buttressing the primacy of the BOARD's fiduciary duties, a separate statute makes the point
that “multiple uses”, as applied in RCW 79.10.100,° and as defined in RCW 79.10.110,° may

! Comments in this section are drawn from a paper by the Port Angeles Business Association (PABA), [http://paba.org/wp-
content/uploads/2016/08/PABA-White-Paper-Trust-Beneficiary-Expectations.pdf], and the Port of Port Angeles believes that PABA’s
paper provides a very useful exposition of the Department’s duties and obligations in regards to the many beneficiaries of the trust
lands that it manages.

2 «Of the 18 million acres of commercial timberland in Washington, approximately 10 percent is held by the State of Washington in
trust for various beneficiaries. The bulk of this land was granted to the State pursuant to the Washington Enabling Act, 25 Stat.
676 (1889). It is held in trust for the common schools, the University of Washington and others, pursuant to the enabling act and
article 16 of the Washington Constitution. These are known as "federally granted" lands. The remaining lands were deeded by
various counties to the State after tax foreclosures, pursuant to RCW 76.12.030. That statute provides that these forest board
transfer lands are to be "held in trust" by the State, and that proceeds from the management of these lands go to the grantor
counties, after deducting administrative expenses. RCW 76.12.030(1), (2).” The County of Skamania, et al, Respondents, v. The
State of Washington, et al, Appellants. 102 Wn.2d 127 (1984) 685 P.2d 576.

% RCW 43.30.030. The terms “Department” and “Board” are used throughout this paper and are used advisedly within their proper
context. The two terms are not interchangeable. While the BOARD provides much of the policy governance for forest trust lands,
the two other main components of the “Department” (Commissioner of Public Lands and the Supervisor) operate and manage the
Departmental staff. They prepare and defend the Departmental budget. In doing these activities, they exert significant policy
control over financial and other results obtained by the Department.

4 RCW 43.30.215.

® RCW 79.10.100 — “Concept to be utilized, when. - The legislature hereby directs that a multiple use concept be utilized by the
department in the administration of public lands where such a concept is in the best interests of the state and the general welfare
of the citizens thereof, and is consistent with the applicable provisions of the various lands involved.” (Emphasis added.)




March 8, 2017 Port of Port Angeles Commission Comments on
DEIS for DNR’s Establishment of a Sustainable Harvest Level; and
DEIS for a DNR Long-Term Conservation Strategy for the Marbled Murrelet

only be accomplished, in addition to the DEPARTMENT's trust management responsibilities, if
they do not detract from those fiduciary duties. If they do, the trust(s) must be compensated
for any multiple use that diminishes current or future revenue to the trust(s):

“If such additional uses are not compatible with the financial obligations in the management
of trust land they may be permitted only if there is compensation from such uses satisfying
the financial obligations.”’

Additionally, in explaining the law of our State, the Washington State Supreme Court has clearly
stated the duty of the BOARD:

“A trustee must act with undivided loyalty to the trust beneficiaries, to the exclusion of all
other interests. ... It may not sacrifice this goal to pursue other objectives, no matter how
laudable those objectives may be. ...” (Emphasis added).®

The Washington State Attorney General has similarly laid out the duties of the BOARD in
regards its fiduciary obligations to the various trusts in an Opinion published in 1996.° The
BOARD has acknowledged all of these responsibilities in its fundamental policy document —
Policy for Sustainable Forests.*

For forested trust lands, the BOARD must establish a sustainable harvest level, and update that
calculation every decade.™ If a shortfall exists in actual versus planned harvest levels, the
BOARD must determine that such an “arrearage” exists, and determine how to eliminate it, on
the basis of what provides the best return to the various trust beneficiaries.*?

There is a plethora of Federal and State environmental statutes that the DEPARTMENT is
obligated to follow, and which the BOARD has taken into account. Among them are the
Endangered Species Act,™® the Federal Clean Water Act as administered through the State
Department of Ecology,™ the State Environmental Policy Act,”® and the State Forest Practices
Act.'®

The BOARD's charge is this: to maximize development and use, consistent with laws applicable

® RCW 79.10.110 — ““Multiple use" defined. — "Multiple use" as used in RCW 79.10.070, 79.44.003, and this chapter shall mean the
management and administration of state-owned lands under the jurisdiction of the department to provide for several uses
simultaneously on a single tract and/or planned rotation of one or more uses on and between specific portions of the total
ownership consistent with the provisions of RCW 79.10.100.”

" RCW 79.10.120.

& The County of Skamania, et al, Respondents, v. The State of Washington, et al, Appellants. 102 Wn.2d 127 (1984) 685 P.2d 576
(hereafter, “Skamania”).

® Attorney General Opinion (AGO) 1996-11. http://www.atg.wa.gov/ago-opinions/states-trust-responsibilities-respect-lands-
granted-united-states-or-placed-trust.

10 http://file.dnr.wa.gov/publications/Im_psf_section1_of 3.pdf pages 14-16.

1 RCW 79.10.320 — “Sustainable harvest program. The department shall manage the state-owned lands under its jurisdiction which
are primarily valuable for the purpose of growing forest crops on a sustained yield basis insofar as compatible with other statutory
directives. To this end, the department shall periodically adjust the acreages designated for inclusion in the sustained yield
management program and calculate a sustainable harvest level.”

12 RCW 79.10.330 — “Arrearages—End of decade. If an arrearage exists at the end of any planning decade, the department shall
conduct an analysis of alternatives to determine the course of action regarding the arrearage which provides the greatest return to
the trusts based upon economic conditions then existing and forecast, as well as impacts on the environment of harvesting the
additional timber. The department shall offer for sale the arrearage in addition to the sustainable harvest level adopted by the
board of natural resources for the next planning decade if the analysis determined doing so will provide the greatest return to the
trusts.”

1316 U.S.C. §8 1531 et seq.

4 Enunciated at RCW Chap. 90.48.

1% Codified at RCW Chap. 43.21C.

16 Codified at RCW Chap. 76.09.



http://app.leg.wa.gov/RCW/default.aspx?cite=79.10.070
http://app.leg.wa.gov/RCW/default.aspx?cite=79.44.003
http://app.leg.wa.gov/RCW/default.aspx?cite=79.10.100
http://www.atg.wa.gov/ago-opinions/states-trust-responsibilities-respect-lands-granted-united-states-or-placed-trust
http://www.atg.wa.gov/ago-opinions/states-trust-responsibilities-respect-lands-granted-united-states-or-placed-trust
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thereto. So this means, in regard to the beneficiaries of the several trusts established in
forested areas, maximizing revenues from its operations in forested areas is of paramount
importance. Indeed, the Chelan County Superior Court concluded that the Department has the
duty to maximize revenues from the trust lands in perpetuity for the exclusive benefit of
beneficiaries. !” Thus, the BOARD has no statutory duty, as manager of the State’s natural
resources trusts, to achieve a “balance” between its revenue-producing duties, and its
environmental responsibilities as it relates to its management of trust lands.

Thus, nothing that is within the discretion of the BOARD (as contrasted with a separate legal
obligation that operates as a constraint on that discretion) supplants or reduces the importance
of the DEPARTMENT's fiduciary obligations to its trust beneficiaries.

V. Comments on The Sustainable Harvest Level for the Upcoming Decade

After carefully reading and reflecting on both DEIS’s, the PORT is assured that the
DEPARTMENT has adequately addressed the affected environment, environmental
consequences, and cumulative effects of all alternatives and provides for robust ecological
safeguards and sustainability of our State’s forest resource. “None of the alternatives would
result in significant adverse impacts on the environment ... “.8 Any of the alternatives
considered, therefore, would meet the DEPARTMENT's obligations under the law to prevent
undue harm to the environment. Therefore, the Alternative chosen by the BOARD must be the
one with the highest level of harvest revenue generated to the trust beneficiaries, satisfying the
fiduciary obligations of the BOARD to trust beneficiaries in the present, without sacrificing
revenues to future generations of trust beneficiaries.

The PORT is aware that at the current time, 48.3% of the entire forest trust estate is withdrawn
or severely restricted from harvest, and is dedicated to conservation values only.'* The PORT
believes that increasing the percent of the forest trust estate set aside for Long-Term Forest
Cover? is not reasonable or within the lawful discretion of the BOARD, in light of the
conclusions in the SHL-DEIS, that any of the alternatives contained in it will not result in
significant long-term harm to the natural environment. Only Alternative 2 reduces the portion
of lands in Long-Term Forest Cover by decreasing the acres to 700,000 acres, or 47.7%% - a
small decrease but in the right direction.

The PORT believes that increasing the harvestable acres of forested lands held in trust as
shown in Alternative 2 provides a higher long-term aggregate of revenue-producing assets for
each of the trusts, and therefore the best revenue return on trust assets within the near term,
and for the long run.

As described in the SHL-DEIS, Alternative 2 provides for the highest volume of harvest over the
next decade of any of the five alternatives analyzed.”” The PORT believes, however, that
Alternative 2 can be significantly improved — within the analytical confines of both the SHL-DEIS
and the LTCSMM-DEIS. As is clearly stated in the SHL-DEIS, as long as any alternative,
modified alternative, or combination of alternatives is within the four corners of the alternatives

7 Okanogan Cy. et al. v. Belcher, Chelan Cy. Cause No. 95-2-00867-9 (5-30-96).

18 See “Evaluation Criteria”, pg. 5-2, and “Individually minor but collectively significant actions”, pg. 5-2, SHL-DEIS.
1% See alternative 1 in Table 1.3.2, Sustainable Harvest Level SHL-DEIS.

2 For the definition of “Long-Term Forest Cover” see pg. 7-3, LTCSMM-DEIS.

2 See alternative 2 in Table 1.3.2, Sustainable Harvest Level SHL-DEIS.

2 See pg. 2-8, SHL-DEIS.
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as analyzed, it is legitimate for the BOARD to make such a decision.?®> The PORT therefore
strongly urges the BOARD to modify Alternative 2 in ways that enhance economic benefits to
our County, and that strengthen revenue streams to trust beneficiaries as described below.

The Port recommends the following modifications to Alternative 2:

1. Use 702 million board feet as the overall arrearage number, and distribute harvest of
this volume over whichever years of the decadal harvest plan that maximize revenue to
beneficiaries and provides the most consistent and reliable harvest level. Harvesting the
arrearage early in the decadal harvest plan, rather than later, provides economic
benefits sooner. The PORT looks forward to future conversations with the BOARD on
this particular topic. Particularly for lands held in trust for Counties and their taxing
districts, each County is a separate Sustainable Harvest Unit (SHU).** This is true
because the revenues generated by timber harvest within each of these SHU’s stay
within the respective County and within the taxing districts where the timber was
harvested. This is also true in Clallam County for State Forest Lands® held in trust for
Clallam County taxing districts contained within the Olympic Experimental State Forest
(OESF). The arrearage is discussed further in the next Section of these comments.

2. Focus on increasing acres thinned in riparian areas — and in other overstocked areas.
82.5% of DEPARTMENT-managed lands within the analysis area are characterized as
low-value Competitive Exclusion Stage.?® There is a great advantage to current and
future trust beneficiaries, not to mention achieving better wildlife habitat and more
diverse vegetation by commercially thinning or pre-commercial thinning these
overstocked acres. Only 10% of the planned riparian thinning volume of 394 million
board-feet (MMBF) was accomplished in the previous decade.?’

3. Rather than decreasing modeled harvests by 10% in each SHU,? increase them by
10%. Given the history of arrearages over the past 30 years, the harvest plan should
err on the high side, since as history demonstrates, shortfalls in harvest volumes
inevitably will occur over the upcoming decade. By planning for a 10% higher modeled
harvest it will be offset by actual shortfalls that occur. This concept is further developed
in the next section of these comments.

The PORT does not have the ability to reconcile the State Forest Land volume numbers broken
out by SHU contained in Appendix G to the SHL-DEIS, and those for Counties found in a
presentation to the BOARD at the December 2016 meeting.” The PORT suggests that for
Counties having State Forest Lands within the OESF and Capitol SHU's, the DEPARTMENT
provide such numbers within the Final EIS. The PORT has relied on the State Forest Land
volume numbers contained in the December staff report in formulating these comments.

2 See “Other Combinations of Options”, pg. 2-5, SHL-DEIS.

2 See “What are Sustainable Harvest Units?”, pg. 1-9, SHL-DEIS.

% see the definition on pg. 1-6, SHL-DEIS.

% Calculated from the numbers contained in Table 3.3.2, pg. 3-15, SHL-DEIS.

2 See “Riparian Thinning Options”, pg. 2-4, SHL-DEIS.

% See Paragraph 2.2, pg. 2-6, SHL-DEIS.

2 see slide 23, http://file.dnr.wa.gov/publications/em_bc_bnr_mm_shc_december2016_presentation.pdf.
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V. Comments on Disposition of the Arrearage from the Previous Decade’s
Harvest

The arrearage across all trusts represents lost revenue for each trust beneficiary, and
represents economic activity foregone. Overall, it stands at 12.8% of the previous decade’s
planned harvest.*®* The PORT understands the difficult period in the national economy that we
have come through, and the fact that it explains some of the reason for the arrearage.

The PORT believes it is very important to reduce the arrearage to zero in the next decadal cycle
since the arrearage volume equals dollars to the Legislature and to institutions and taxing
districts. At the same time, it is very important to harvest the arrearage in ways that best
achieve lost economic activity without unduly distorting timber market prices. Harmonizing
these two separate goals will be a key decision criteria for the BOARD. A critical need in Clallam
County is to quickly make up for lost economic activity, and lost timber revenue to our taxing
districts. As previously noted, four mills within Clallam County alone have closed in the
immediate past. A significant cause, if not the proximate cause, is the high arrearage in Clallam
County.®® In fact, Clallam County likely has the highest arrearage of any county, when all trusts
are considered. Logging companies and mills do not care which trust that each harvest comes
from. They require a steady, sufficient supply of State wood to sustain and grow their
operations.

The PORT advocates for a gross arrearage of 702 MMBF as the number to be used, since for
trust lands a significant portion of the arrearage appears to be in State Forest Lands (lands held
in trust for Counties and their taxing districts) and a smaller portion held in State Lands (based
on Federal designated purposes).®*? As the BOARD knows, revenues from State Forest Lands go
to county governments and other taxing districts within such counties, and to the State
Treasurer for common schools. The State, County government, and other taxing districts in
counties having State Forest Lands levy taxes on real and personal property, and thus by law
receive revenue from the sale of such timber. Since revenues from harvest proceeds on such
lands stay within the Counties and associated taxing districts, according to RCW 79.64.110(1),
each of the County SHUs therefore acts as its own trust within the State Forest Lands trust. To
use the net arrearage figure of 462 MMBF constitutes an illegal subsidy from the Counties in
arrears to the counties with harvest in excess of the planned amount.

The PORT does not agree with the 10% reduction of harvest levels for all alternatives.*
Instead, the PORT recommends a 10%b increase in the calculated harvest levels to be
authorized within all SHUs. The DEPARTMENT wisely notes that harvest calculations and
environmental impacts are subject to a level of uncertainty, many of which are listed. However,
it is a certainty that actual harvest levels over the decade will be short of calculated and
authorized levels, given the history of the past several decades. If analysis in the SHL-DEIS
supports a proposed harvest level, it is the duty of the DEPARTMENT to make the best effort to
achieve those harvest levels. Since the EIS assumes a 10% uncertainty level is reasonable, it is

%0702 MMBF of gross arrearage + 5,500 MMBF of decadal harvest = 12.76%.

% See slide 7 in the October 2016 presentation to the BOARD, found at:
http://file.dnr.wa.gov/publications/em_bc_bnr_shc_october2016_presentation.pdf. Clallam County’s arrearage can be found in its
own SHU, and a portion of the OESF in Clallam County contains both Common School lands (State Lands), and State Forest Lands
in trust for Clallam County taxing districts.

%2 See presentation to the Board of Natural Resources at the October, 2016 meeting found at slide 7;
http://file.dnr.wa.gov/publications/em_bc_bnr_shc_october2016_presentation.pdf.

% paragraph 2.2, SHL-DEIS, op. cit.
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wise and prudent to set the authorized target level 10% higher than the calculation, to organize
and fund Departmental operations so as to achieve that level, and for the BOARD to closely
monitor actual achievement of the harvest plan. The certainty of shortfall, based on historical
precedent, coupled with a planned harvest of 10% above calculated levels, will result in the
best chance to actually achieve the target harvest volume. If, by some previously
unexperienced circumstance, no shortfall in harvest levels occurs through the decade, the
DEPARTMENT can slow the sales program accordingly. Otherwise, all the risk of harvest level
uncertainty accrues to the Trust beneficiaries.

As discussed above, this risk is real. If it is not addressed, it will constitute a failure to achieve
one of the fundamental fiduciary obligations of the DEPARTMENT - that of intergenerational
equity. Twenty or thirty years ago, “future” generations at that time are now the “current”
generation. The now-current generation has seen a shortfall in expected revenue due to the
continuing arrearage. If the arrearage that now exists is not successfully addressed, and
quickly, promised benefits to formerly “future” generations expressed as the arrearage will
never materialize. There will be a failure in terms of intergenerational equity if the arrearage is
simply moved forward, is not calculated correctly, or is simply absorbed into the long-term
harvest cycle as has been done in the past.

VI. Comments on the “Belt and Suspenders” approach to complying with the
State Environmental Policy Act®*

In relation to its fiduciary duties, the DEPARTMENT acts very similarly to any private owner of
forested lands, who operate those lands as a farm. Currently, the DEPARTMENT undertakes an
individual SEPA review for each and every sale. According to State law, SEPA does not apply to
private landowners who apply for a Forest Practices permit to harvest their timber, if that
harvest project is in a forest practices category other than “Class 4”.% RCW 43.21.030(2)(c),
establishes policy guiding agencies’ consideration of the impact on the environment of their
“major action(s) significantly affecting the quality of the environment”, and requires a detailed
analysis of such major actions. Establishing plans for the next decade’s timber harvest on State
Lands and State Forest Lands and to adopt a final long-term conservation strategy for the
Marbled Murrelet certainly qualify as major actions of the BOARD that can significantly affect
the quality of the environment. The legislature, however, has established the policy that three
classes of forest practice actions are exempt from the need for a separate project based SEPA
review since by definition of the Forest Practices Board such harvests will not have significant
environmental impacts. Forest Practices Board rules apply to timber harvest on public lands.*

3 See the statements in text box 1.4.2, pg. 1-15, SHL-DEIS, and in text box 1.4.2, pg. 1-16, LTCSMM-DEIS.

% RCW 43.21C.037 - Application of RCW 43.21C.030(2)(c) to forest practices. — “(1) Decisions pertaining to applications for Class I,
11, and 111 forest practices, as defined by rule of the forest practices board under RCW 76.09.050, are not subject to the
requirements of RCW 43.21C.030(2)(c) as now or hereafter amended. ... “ RCW 43.21C.030(2)(c) reads as follows: “(c) Include in
every recommendation or report on proposals for legislation and other major actions significantly affecting the quality of the
environment, a detailed statement by the responsible official on: (i) the environmental impact of the proposed action; (ii) any
adverse environmental effects which cannot be avoided should the proposal be implemented; (iii) alternatives to the proposed
action; (iv) the relationship between local short-term uses of the environment and the maintenance and enhancement of long-
term productivity; and (v) any irreversible and irretrievable commitments of resources which would be involved in the proposed
action should it be implemented; ... “ (emphasis added).

3% WAC 222-20-010 “Applications and notifications—Policy.” “(1) No Class Il, 111 or IV forest practices shall be commenced or
continued unless the department has received a notification for Class 11 forest practices, or approved an application for Class 111 or
1V forest practices pursuant to the act. Where the time limit for the department to act on the application has expired, and none of
the conditions in WAC 222-20-020(1) exist, the operation may commence. (NOTE: OTHER LAWS AND RULES AND/OR PERMIT
REQUIREMENTS MAY APPLY. SEE CHAPTER 222-50 WAC.) ... “


http://app.leg.wa.gov/RCW/default.aspx?cite=76.09.050
http://app.leg.wa.gov/RCW/default.aspx?cite=43.21C.030
http://app.leg.wa.gov/wac/default.aspx?cite=222-20-020
http://app.leg.wa.gov/wac/default.aspx?cite=222-50
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From a process efficiency standpoint, the PORT believes the DEPARTMENT should modify its
rule in WAC 332-41-833 “Timber sales categories” pursuant to the authority contained in the
DEPARTMENT of Ecology’s WAC 197-11-830 “Department of natural resources”®’ to reflect a
threshold determination by the BOARD that all timber sales other than those that involve an
application to the Forest Practices Board for a Class 4 permit, do not require the DEPARTMENT
to incur cost in staff time and financial resources to subject each and every planned timber sale
to an additional SEPA analysis. There is no requirement for this under the terms of SEPA or
Forest Practice Board rules. The DEPARTMENT would enable itself to do more within existing
budget and staff resources, and would lessen the legal risk for the sales it brings to auction.
The number of Class 4 applications the DEPARTMENT forwarded to the Forest Practices Board
during a defined period in comparison to the total number of SEPA analyses conducted would
offer an illustrative data point.

VII. Comments on the Discount Rate Chosen by the Department

The PORT has closely examined Appendix F of the SHL-DEIS and takes a different view of the
appropriate discount rate®® to apply in considering current vs. future effects on revenue levels
derived from timber sales now, and into the future. The Port of Port Angeles makes similar use
of discount rates in informing decisions on capital spending for long-lived infrastructure which
pays off in the present and the long-term future. The PORT uses a discount rate of between
3% and 5% (rate for long-term municipal bonds plus 1% to 3%) to determine whether
spending on capital projects is worth implementing. The concept of intergenerational equity is
not so different from determining how best to put capital to use, risking today’s capital
spending dollars for future payoff. The PORT'’s concern is that a 2% discount rate understates
the value of current revenues and overstates the value of future revenues.

VIIl. Comments on the Marbled Murrelet Long-Term Conservation Strategy

All alternatives for the marbled murrelet were jointly formulated by the DEPARTMENT and the
U.S. Fish and Wildlife Service, meaning that each one of them is legally sufficient to meet the
DEPARTMENT's legal obligations concerning this threatened species, under the Federal
Endangered Species Act. Therefore the first test of reasonableness has been met. The second
test, e.g., finding the alternative that does the least harm, or the most good, to trust
beneficiaries is the most important aspect of the BOARD's decision.

First, the PORT offers some context regarding the overall population of marbled murrelets and
the fraction of that population that nests in trees owned by the State, and which are managed
by the DEPARTMENT.*® The BOARD’s action on sustainable harvest levels and conservation
measures supporting the long-term viability of this threatened seabird species will affect only
about 1% of the overall North American population of these birds.

Second, the LTCSMM-DEIS acknowledges that little can be done on State-owned lands for

%" The applicable language in WAC 197-11-830 is “(7) Those sales of timber from public lands that the department of natural
resources determines, by rules adopted pursuant to RCW 43.21C.120 do not have potential for a substantial impact on the
environment.”

% See paragraph 2.2 “Elements Common to All Alternatives”, pg. 2.6, SHL-DEIS.

% Washington state owns land that contains approximately one percent of the overall North American population of the marbled
murrelet. See BOARD minutes at http://file.dnr.wa.gov/publications/em_bc_bnr_110315_minutes approved.pdf, which incorrectly
state the percentage at 0.1%. The minutes should reflect that under the most generous of assumptions of marbled murrelet
distribution in Washington, Oregon and California, which contain about 3% of the entire North American population, the share of
those birds nesting in State-owned habitat is about 1%, given the fact that the Department manages about 11% of the marbled
murrelet habitat in Washington State.



http://app.leg.wa.gov/RCW/default.aspx?cite=43.21C.120
http://file.dnr.wa.gov/publications/em_bc_bnr_110315_minutes_approved.pdf
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nesting habitat to prevent decline of the species in our State, let alone assure an increase in its
numbers, if other environmental factors are the controlling variables — factors such as food
supply in marine waters.** Marbled murrelets spend the majority of their lives at sea, foraging
for food. They come ashore to lay eggs and incubate them. Almost nothing is known about
the birds’ food supply situation in marine waters*', but one can make an educated guess that
food might be the controlling variable from the fact that the birds numbers might be declining
in Washington coastal waters (or might not be), but are declining in the Strait of Juan de Fuca
and in Puget Sound. ** There have been no declines detected in the coastal waters of Oregon
and California.*®

Third, the analytical model used by the DEPARTMENT’s consultant to project future marbled
murrelet population scenarios does not include factors regarding conditions in the marine
environment or regarding the possible effect of climate change.** The PORT acknowledges
there is currently a lack of data concerning the impact these variables have on the marbled
murrelet’s ability to survive or recover. But with regard to the population survival model, when
the only controlling variable about which anything is known is habitat that tends to be looked to
as the solution, whether or not it is the ultimate determinant of marbled murrelet survival in our
State. This is, of course, not to disparage the necessity of habitat, but understanding the
model’s limitations is an essential cognitive screen to determine the reasonableness of each
alternative as described in the LTCSMM-DEIS. Excessive regulations to help the species in one
area of their habitat may do little or nothing to affect the goal the DEPARTMENT is trying to
achieve if the entire species ecosystem is not adequately understood. However, we do note the
economic ramifications of the different policy alternatives are clearly understandable.

The PORT cannot comment on the differences in habitat abundance on State-owned land in
California and Oregon compared to Washington, since the LTCSMM-DEIS contains no conclusion
concerning the potential differences between the states in the lower-48 within the marbled
murrelet’s range. But there seems to be a difference between coastal Washington, and the
internal waters of Washington, in terms of population decline. It must be observed that the
bird neither knows nor cares who owns the land upon which the tree crown grows, within which
it deposits and incubates its egg and nurtures its young. In the PORT’s view, the relationship
between the abundance of fish the bird feeds on versus the abundance of habitat the further
inland the bird flies is not in the analysis.

From an external validity standpoint, the “Risk” scenario in the population survival model
approximates most closely the conditions for the marbled murrelet in the real world.*®
Statewide, across all classes of land ownership, any of the alternatives show substantially the
same potential for marbled murrelet long-term survival or risk of quasi-extinction.*®

Given the above uncertainties concerning the likelihood of long-term survival of the marbled
murrelet based solely on the amount of habitat in State-owned lands, it follows that the
BOARD’s decision must turn on which alternative provides the most revenue to its trust
beneficiaries, and consequently provides the most good economically to our counties. It is clear

40 See “Impacts to Marbled Murrelet Habitat and Populations”, pg. 2-58, LTCSMM-DEIS.

41 See “Population Decline”, pg. 3-29, LTCSMM-DEIS.

42 See “Population Decline”, pg. 3-28, LTCSMM-DEIS.

3 Ibid.

4 See “Effect on Marbled Murrelet Populations”, pg. 4-46, LTCSMM-DEIS.

“ Ibid.

6 See “Comparing Modeled Population Responses Among the Alternatives”, pg. 4-48, LTCSMM-DEIS.
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from the analysis that Alternative B is the only one that fits that bill.*’ It increases overall acres
available for harvest,” treats Pacific and Wahkiakum Counties as well as can be,*® provides a
good level of certainty for the Federal Services, for the DEPARTMENT's operations, and for trust
beneficiaries, *° and does the least to adversely affect employment in rural counties.> The
PORT views this as a critical principle.

One last concern, the PORT believes that keeping the “Experimental” in the OESF is essential to
learning the best approaches to adaptively managing State forested lands. The PORT
discourages the placement of polygons in the OESF for conserving any endangered species,
when the purpose of the OESF is to find better approaches to both production and
conservation. Turning the OESF into a “zoned” forest defeats the very purpose for which it was
established. The Long-Term Conservation Strategy for Marbled Murrelets should not be used to
create zoning for the OESF.

1X. Economic Impact Analysis of Alternatives

The Port of Port Angeles and Clallam County jointly retained Olympus Consulting to analyze
impacts to Clallam County for each Alternative in the SHL-DEIS. The analysis details the
revenue implications to junior taxing districts as well as the economic impacts in terms of
employment, average wages and annual business taxes. Alternative 2 provides significantly
higher net increases in economic return compared to the other alternatives.

The model depicts the relationships between timber harvest and direct employment in
Commercial Logging, Forestry, and Wood Products Manufacturing (i.e. Sawmilling), and the
indirect and induced employment in the supply chain and elsewhere in the countywide
economy. The models suggest that every 20 MMBF harvested on the Olympic Peninsula
supports 24 full time equivalent (FTE) jobs in Clallam County: 1 FTE in Forestry; 10 FTE in
Commercial Logging; and 13 FTE in Sawmilling. The employment and total labor income, as
well as local taxes and timber excise taxes are important additional considerations to the
harvest revenues.

See the attached report: Analysis of the Department of Natural Resources’ Sustainable Harvest
Alternatives: Impacts on Employment, Wages, Business Taxes, and Timber Harvest and Excise
Tax Revenues.

47 See “Socioeconomic Impacts”, pg. 2-60, SHL-DEIS.

8 See “Changes in Operable Acres by Trust”, pg. 4.87, LTCSMM-DEIS.
49 See “Socioeconomic Impacts”, op. cit.

%0 See “Need for the Proposed Action”, pg. 1-1, LTCSMM-DEIS.

®1 See “Employment”, pg. 4-91, LTCSMM-DEIS.
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Executive Summary

Olympus Consulting has been retained jointly by Clallam County and the Port of Port Angeles to analyze
the impacts of the Washington Department of Natural Resources’ Draft Environmental Impact Statement
(DEIS), Alternatives for Establishment of a Sustainable Harvest Level. Two questions associated with each
alternative are addressed: What are the revenue implications to junior taxing districts; what are the economic
impacts in terms of employment, average wages and annual business taxes?

Using data from multiple sources - including DNR, annual reports, Washington State Department of Revenue
timber harvest statistics, employment and wage data from the US Bureau of Labor Statistics and the
software package IMPLAN - relationships were established between timber harvest and direct employment in
Commercial Logging, Forestry, and Wood Products Manufacturing (i.e. Sawmilling). A given harvest level
results in employment and wages that, in turn, create indirect and induced employment in the supply chain
and elsewhere in the countywide economy with wages and business taxes that can be quantified. Separately,
the same harvest volume can be used to estimate both the portion originating from Clallam County Forest
Board Transfer and Purchase Lands (FBTPL) and the countywide harvest on all lands, public and private.
Applying the historic average stumpage rate to these volumes results in direct harvest revenues remitted
to Clallam County from the sales of FBTPL timber, and the excise taxes from all sales within the county.
Harvest revenues and taxes are apportioned to junior taxing districts (JTD) using extant millage rates and are
reported in aggregate by institutional category (e.g. schools, hospitals, libraries, and fire districts). Looking
forward with respect to each alternative’s annual harvest volume over ten years (Appendix G in the DEIS),
we expect 29% of the volume harvested from the OESF and in Clallam, Jefferson, and Mason counties to
originate from Clallam County FBTPL. Subtracting the mean harvest on Clallam FBTPL for the period
2006 through 2013 - 28.63 MMBF - from the expected volume from Clallam FBTPL by alternative yields its
net harvest volume, which can support new economic activity.

Our models suggest that every 20 MMBF harvested on the Olympic Peninsula supports 24 FTE in Clallam
County: 1 FTE in Forestry; 10 FTE in Commercial Logging; 13 FTE in Sawmilling. The table below
summarizes wages, annual business taxes, and timber revenues to Clallam County by alternative and relative
to the alternative with the greatest economic return. The categorical revenue for each alternative is the net
present value (NPV) of 10 years cash flow discounted at DNR's rate of 2 percent. Alternative 2’ - an even-flow
version of Alternative 2 - provides the largest net increase in employment - 31.1 FTE - and economic return:
total wages of $16,715,319; total annual business taxes of $1,656,676; total harvest revenues and excise taxes
of $38,707,989; a grand total of $57,079,983. All other alternatives produce a smaller net increase in wages,
annual business taxes, and timber revenues. The negative values in the table represent the cost to Clallam
County of selecting alternatives 2, 3, 4, 5, or 1. Thus, Clallam County would forego $32,334,905 in total
economic benefits under Alternative 1 that it would otherwise receive under Alternative 2.

Total product® of preferred alternative and relative cost of competing alternatives, by category.

Alternative Total WagesP Total Business® Total Timber? Total
2’ $16,715,319 $ 1,656,676 $ 38,707,989 $57,079,983
2 $-65,553 $-6,395 $-322,858 $-394,876
3 $-4,683,660 $-464,017 $-7,146,505 $-11,899,306
4 $-5,129,527 $-508,932 $-8,055,654 $-13,299,236
5 $-6,897,972 $-683,303 $-10,394,877 $-17,581,276
1 $-12,636,687 $-1,252,304 $-18,840,790 $-32,334,905

: Present value of 10-year cash flow discounted at DNR’s rate of 0.02.

: Annual Direct, indirect, and induced wages in Clallam County projected by IMPLAN.

: Local and state business taxes projected by IMPLAN to be associated with direct,
indirect, and induced employment and wages.

d: Includes timber harvest revenues from Clallam County FBTPLs, and excise taxes from

all (public + private) timber harvested in county.
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Introduction

The Department of Natural Resources’ (DNR) Policy for Sustainable Forests (December 2006) described the
conditions necessary to establish a sustainable annual harvest level in Western Washington for the period
2005 through 2014. During that period, the annual average harvest on Clallam County Forest Board Transfer
and Purchase Lands (FBTPL) was 28.63 million board feet (MMBF'), an interval during which employment
in Clallam County’s wood product manufacturing sector fell from 631 in 2005 to 263 by the second quarter
of 2016'. Recent contractions are explained partly by the 2014 closures of the Interfor mills in Beaver and
Forks?, and the Green Creek Wood Products mill?; both of which were caused, at least in part, by a lack of
available timber and associated uncertainties.

It is in this environment that DNR has released its Draft Environmental Impact Statement, Alternatives for
Establishment of a Sustainable Harvest Level for Forested State Trust Lands in Western Washington (DEIS),
containing five management alternatives each with a projected annual harvest level ranging from 398 to 550
MMBF covering the period 2015 through 2024. Each alternative has implications for direct employtment
in Commercial Logging, Forestry, and Wood Products Manufacturing sectors. Harvest levels also impact
revenues to Clallam County’s junior taxing districts (JTD) in terms of FBTPL stumpage revenues and excise
tax remittances.

Accordingly, Clallam County and the Port of Port Angeles retained Olympus Consulting to answer two
questions: First, what will be the revenue payments under each alternative to junior taxing districts? Second,
what are the economic impacts on the forest products sector described above, its supply chain, and in those
businesses where people thusly employed spend their income in terms of employment, wages, and annual
business taxes?

Compelling Need

The need for deliberate and proactive cooperative economic development policy in Clallam County is
compelling. Economic well-being continues to lag behind Washington State as a whole, and the I-5 corridor
(Bellevue/Seattle/Everett) in particular. In December 2016 the unemployment rate in Washington was 5.2%
and 3.7% in the Bellevue/Seattle/Everett region; in Clallam County, it was 8.1%, 56% greater than the
state-wide average, and nearly three times greater than the “distressed county” threshold. Similar disparities
are seen in family income. For Washington, in 2016, the mean family income was $56,650 and $61,000 in the
Bellevue/Seattle/Everett region; in Clallam County, $36,612, with hourly wages of $27.24, $29.33 and $17.60
respectively. Thus, we see that Clallam County has a poverty rate of 15.6% while the state average is 12.2%.
There is a compelling need for family-wage jobs for local families.

Scope and Direction of the Study

Each of the five management alternatives specify an aggregate harvest level by sustrainable harvest unit;
however, the specific location(s) of harvest, associated inventory data, and stand selection criteria are absent.
Estimated harvest levels - summarized in Appendix G of the DEIS - are used to evaluate JTD timber harvest
revenues and excise tax remittances; and also to quantify economic impacts in terms of employment, wages,
and corresponding annual business taxes. Harvest levels associated with each alternative are not additions to

1US Bureau of Labor Statistics’ Quarterly Census of Employment and Wage Data (QCEW)

2http:/ /archive.peninsuladailynews.com/article/20140624/NEWS /306249978 /interfor-to-shut-down-operations-in-beaver// -
forks-until-market

3http://archive.peninsuladailynews.com/article/20141031/news/310319976/green-creek-wood-products-in-port-angeles// -
set-to-shut-down-for-good


http://archive.peninsuladailynews.com/article/20140624/NEWS/306249978/interfor-to-shut-down-operations-in-beaver//
http://archive.peninsuladailynews.com/article/20141031/news/310319976/green-creek-wood-products-in-port-angeles//

current practices, but substitutions. Therefore, to evaluate the net impact of each in terms of revenues to
junior taxing districts, employment and wages, and changes in corresponding business taxes, we subtract out
the mean harvest level over the period 2006 through 2013 - 28.63 MMBF - to assess the implications of each
alternative to Clallam County for potential future sustainable community economic development.

Impact values presented are not forecasts. Rather, they are comparative values produced using a methodology
that treats each alternative identically. If there is a bias within the estimators, they are equally applied and
will impact each assessment proportionately so that the final ranking of alternatives is not affected. The
comparative values of economic impacts can therefore assist policy makers as they evaluate which alternative
can best promote sustainable community development.



Methods and Data

For each alternative, we examine how changes in harvest levels affect each research question. First, the net
change in harvest for the OESF, Clallam, Jefferson, and Mason counties for each of the five alternatives
are determined using Appendix G of the DEIS: There are three even-flow alternatives with respect to the
OESF, Clallam, Jefferson, and Mason counties, each with a different harvest intensity. Two alternatives have
differential harvest rates over time, both with higher volume(s) at the beginning of the period, and lower
volumes for the remainder. Second, revenues to junior taxing districts are calculated for each alternative
using mean stumpage prices and the methods described later in this section. Third, economic impacts in the
form of changes in employment are determined along with expected wages; those wages are contrasted against
a living wage for a family of four, with two children and one working adult, by constructing a living wage
premium (LWP). Last, corresponding incremental changes in annual business taxes are calculated. Results
are tabulated for each revenue category by alternative, presented, and discussed; the aggregate economic
impact of each alternative is presented and compared.

IMPLAN and Economic Impacts

IMPLAN is a regional input-output modeling system? that employs primary economic data obtained from
the Bureau of Economic Analysis (BEA), Bureau of Labor Statistics (BLS), and the US Census Bureau.
It is therefore an effective means for conducting economic impact analyses, and was used here to estimate
employment, average wages and business tax revenues. The Quarterly Census of Employment and Wages
(QCEW) published by the BLS is sourced for reported payroll data, and adjusted for benefits and proprietor
income using intersectoral expenditure flows to impute those values. In the process, the model constructs
expenditure multipliers between economic sectors within specified regions, in this study, Clallam County.
These multipliers make it possible to estimate indirect and induced changes in employment, labor income, value
of economic output, and business tax revenues caused by a direct effect - the employment and corresponding
wages resulting from an intended outcome. In this study, those outcomes® are driven by net changes in DNR
harvests from Trust Lands as stipulated in the DEIS.

IMPLAN sectors are created in a form consistent with the North American Industrial Classification System
(NAICS) - the standard used in classifying business establishments for the purpose of collecting, analyzing,
and publishing statistical data related to the U.S. business economy. The system traces how changes in
expenditures flow affect employment, wages and business taxes in what might otherwise appear as disparate
sectors. Activities that increase direct employment in one sector (e.g. logging) have employment, labor
income, and business tax impacts on the supply chain (indirect), including trucking, wholesaling, management
services, and more. The numbers of full-time equivalent (FTE) jobs in each sector, along with labor income
(including proprietors), are estimated along with associated business taxes. Wages associated with direct
and indirect employment become expenditures in the broader economy (i.e. induced effects). The number of
FTE by employment sector (food services, retail, offices of physicians, etc.) along with labor income and
business taxes - federal, state and local - are estimated®. Sectors 15 (Forestry), 16 (Commercial Logging),
and 134 (sawmills) were used for direct effects as they best capture the processes used for harvest and wood
processing”. All monetary values in this study are expressed in $2016.

4IMPLAN data provides a broad description of a region’s economy, including earned income, property income and unearned
income. In addition, it models trade flows and the extent to which value added employment serves as a source of net income.
Available online at: http://implan.com/

SIMPLAN data for Clallam County for the year 2015 was used.

60nly local and state business taxes are reported in this study as they are outcomes affecting sustainable community economic
development.

TNAICS codes are, respectively, 115, 113, and 321. As there are no expected changes to paper production, this sector was
excluded in the analysis.


http://implan.com/

Employment per unit harvested

NAICS data for this analysis was obtained through the US BLS® and the US Forest Service?:!? (USFS) for
the relevant sectors described below. Aggregate harvest, stumpage, and excise tax data by year, county, and
ownership class was reported by the Washington State Department of Revenue!!. Each Sustainable Harvest
Alternative presents harvest by Clallam, Jefferson, and Mason counties and by the Olympic Experimental
State Forest (OESF), which spans western Clallam and Jefferson counties and includes some Clallam County
FBTPL. Estimators of employment, public and private harvest, and stumpage were be aggregated to a degree
necessary for DNR’s harvest estimates to align spatially with other data sources’

NAICS 113: Forestry and Logging

Annual FTE employment in this sector was sourced from BLS (2000-2008) and USFS (2009-2013) QCEW
reports for Clallam, Jefferson, Grays Harbor, and Mason counties. Grays Harbor was included due to the
adjacency of the OESF and Mason County to Grays Harbor County; it is reasonable to assume that harvest
in both the OESF and Mason County may impact employment in this sector in Grays Harbor County.
Employment was assumed to be a linear function of total (public and private) timber harvest in the same
counties. The final model took the form Fi13 = 1.48 *x MM BF. This multiplier on MMBF harvested
explained more than 99% of the variation in sector employment over the period. The standard deviation of
the residuals is 95.42 annual jobs; that is, two-thirds of all predictions will be within 9% of the mean. The
mean absolute error is 83.4 Jobs; that is, the average prediction will be within 8% of the true value. The 1.48
jobs per MMBF harvested can be broken down by county: 0.50 FTE MMBF in Clallam County; 0.68 FTE /
MMBF in Grays Harbor County; 0.02 FTE / MMBF in Jefferson County; 0.29 FTE / MMBF in Mason
County. The BLS explanation of the job sector is provided below and the relationship between employment
and harvest is illustrated in Figure 1.

Industries in the Forestry and Logging subsector grow and harvest timber on a long production
cycle (i.e., of 10 years or more). Long production cycles use different production processes
than short production cycles, which require more horticultural interventions prior to harvest,
resulting in processes more similar to those found in the Crop Production subsector. Consequently,
Christmas tree production and other production involving production cycles of less than 10 years,
are classified in the Crop Production subsector.

8Databases, tables & calculators by subject. Available online at:
https://www.bls.gov/data/#employment

9Production, Prices, Employment, and Trade in Northwest Forest Industries, All Years. Available online at:
https://www.fs.fed.us/pnw/ppet/26.shtml

10Zhou, Xiaoping. 2015. Production, prices, employment, and trade in Northwest forest industries, all quarters 2013. Resour.
Bull. PNW-RB-266. Portland, OR: U.S. Department of Agriculture, Forest Service, Pacific Northwest Research Station. 163 p.

HHarvest Statistics available online at:
http://dor.wa.gov/content/FindTaxesAndRates/OtherTaxes/Timber /forst_stat.aspx
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NAICS sector 113 employment and total timber harvested in
Clallam, Grays Harbor, Jefferson, and Mason Counties by year
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Figure 1: Total timber volume harvested (MMBF, left y-axis) in
Clallam, Grays Harbor, Jefferson, and Mason Counties and
employment (FTE, right y-axis) in NAICS sector 113 - forestry
and logging - in those counties for the period 2002-2013.

NAICS 115: Support Activities for Agriculture and Forestry

Using data and methods similar to that of NAICS 113, a linear model of employment in Forestry as a function
of timber harvest. The BLS description of the sector is provided below; with respect to forestry, this sector
includes timber managers and other professional staff. The final model took the form Fi115 = 0.1 « MMBEF.
This estimator on harvest explains 78% of the variation in employment; the standard deviation of the residuals
is 35.3 jobs, and the mean absolute error is 30.5 jobs. Due to proprietary restrictions on data when two or
fewer reporting employers exist in a county, data is zeroed. While those gaps exist and serve to increase the
variation, it would be incorrect to interpret the data gaps as zeroes. It would be reasonable to assume that
employment in this sector does not equal zero for these periods; however, without prior knowledge, we did
not assert or assume values for these gaps. The relationship between harvest and employment is illustrated
in Figure 2.

Industries in the Support Activities for Agriculture and Forestry subsector provide support services
that are an essential part of agricultural and forestry production. These support activities may
be performed by the agriculture or forestry producing establishment or conducted independently
as an alternative source of inputs required for the production process for a given crop, animal,
or forestry industry. Establishments that primarily perform these activities independent of the
agriculture or forestry producing establishment are in this subsector.



NAICS sector 115 employment and total timber harvested in
Clallam, Grays Harbor, Jefferson, and Mason Counties by year
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Figure 2: Total timber volume harvested (MMBF, left y-axis) in
Clallam, Grays Harbor, Jefferson, and Mason Counties and
employment (FTE, right y-axis) in NAICS sector 115 - forestry
support services - in those counties for the period 2002-2013.

NAICS 321: Wood Product Manufacturing

The same data and methods were used to build a linear model of employment in Wood Products Manufacturing
on total harvest, taking the form F115 = 3.84 * MM BF. This estimator on harvest explained 97% of the
variation in this sector’s employment; the standard deviation of the residuals was 448.8 (16% of the mean),
and the average estimate of employment based on harvest would be expected to be within 14% of the actual
value. The BLS’ description of the manufacturing sector is provided below, and the relationship between
harvest and employment is illustrated in Figure 3.

Industries in the Wood Product Manufacturing subsector manufacture wood products, such as
lumber, plywood, veneers, wood containers, wood flooring, wood trusses, manufactured homes
(i.e., mobile homes), and prefabricated wood buildings. The production processes of the Wood
Product Manufacturing subsector include sawing, planing, shaping, laminating, and assembling
of wood products starting from logs that are cut into bolts, or lumber that then may be further
cut, or shaped by lathes or other shaping tools. The lumber or other transformed wood shapes
may also be subsequently planed or smoothed, and assembled into finished products, such as
wood containers. The Wood Product Manufacturing subsector includes establishments that
make wood products from logs and bolts that are sawed and shaped, and establishments that
purchase sawed lumber and make wood products. With the exception of sawmills and wood
preservation establishments, the establishments are grouped into industries mainly based on the
specific products manufactured.



NAICS sector 321 employment and total timber harvested in
Clallam, Grays Harbor, Jefferson, and Mason Counties by year

o o
o _| | ©
o + MMBF (Left) | §
g0 4 FTE (Right)
b e
L
= =
3 - “ s &
o & c
= £
& [
T ook i B2 &
i o " St
5 @ + o~ g
O .
£ L St o
© # + o 2
3
= <
= +
8 - 8

| T T T T T T
2002 2004 2006 2008 2010 2012 2014

YEAR

Figure 3: Total timber volume harvested (MMBF, left y-axis) in
Clallam, Grays Harbor, Jefferson, and Mason Counties and
employment (FTE, right y-axis) in NAICS sector 321 - wood
products manufacturing - in those counties for the period 2002-2013.

Clallam County FBTPL Harvest Calculation

While employment figures are a function of all timber harvested, timber harvest revenues to Clallam County
JTDs come from FBTPL lands, which are a subset of DNR land within Clallam County. Washington State
Department of Revenue records report aggregate annual timber harvest by county and ownership type
(i.e. public, private). For Clallam County, public ownership would include all of Clallam County FBTPL
lands, along with the portion of OESF harvest that occurs within the county, as well as harvest from Olympic
National Forest and any other state or municipal harvest. In its annual reports, the DNR, details the volume
of FBTPL timber harvested by county. With this data, it is possible to build a model of FBTPL harvest
as a function of all public timber harvest. Here, a model of the proportion of all public timber harvested
in Clallam, Jefferson, and Mason counties expected to come from Clallam County’s FBTPL took the form
FTBPLcra = 0.29% MM BF 1, +0. This model on public harvest explained 90% of the variation in Clallam
County’s FBTPL harvest over the period 2006-2013; the standard deviation of the residuals was 8.68 percent
of the mean, and the average estimator of Clallam County FBTPL harvest volume would be expected to be
within 8% of the true value. The relationship between Clallam County FBTPL harvest and all public timber
harvested in Clallam, Jefferson, and Mason counties is illustrated in Figure 4. Where Grays Harbor county
was included in Employment per Unit Harvested, it is excluded here due to its lack of Forest Board Transfer
Lands; as a data set, it is not analogous to Clallam, Jefferson, and Mason counties.



Clallam County FBTPL timber harvested and all public
timber harvested in Clallam, Jefferson, and Mason
Counties by year
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Figure 4: Total timber harvest volume (MMBF, left y-axis) from
Clallam, Grays Harbor, Jefferson, and Mason Counties and

the portion of that volume harvested (MMBF, Right y-axis) from
Clallam County Forest Board Transfer and Purchase lands
(FBTPL) for the period 2006-2013.

Clallam County public timber stumpage model

Estimating the price of public timber requires knowledge of the volume of public timber available, the volume
of private timber available, export markets which affect directly the volume and price of private timber
available, and affect indirectly the price of public timber. Also, currency exchange rates that, through
substitution, affect price of both public and private timber. While aggregate public and private timber
volumes and stumpage records are provided by the Washington Department of Revenue, no good estimator
exists for public timber as a function of private timber without knowledge of the other factors. Therefore, the
best estimator available is the mean of public stumpage in Clallam, Jefferson, and Mason counties over the
period 2000-2015: $341.90 per MBF.

Clallam County Junior Taxing District timber revenues

When timber is harvested from Clallam FBTPL, revenues (less DNR fees) are returned to Clallam County
and apportioned among JTDs by the County Treasurer according to a defined formula - millage - that
depends, in part, on the location of the timber sale relative to JTD boundaries. With respect to harvest
volumes by DNR alternative, locations are not specified with precision to facilitate exact millage by JTD. For
Clallam County, each alternative specifies the volume to either FBTPL or OESF Trust Lands. In the analysis
of each alternative that follows, timber harvest revenues are based on each alternative’s total harvest for
Clallam, Jefferson, and Mason counties, plus the OESF. The proportion of this total predicted to come from



Clallam County’s FBTPLs (calculated with the model described previously) less the average annual volume
observed from Clallam County’s FBTPL over ther period 2006 - 2015 (28.63 MMBF) is the expected net
harvest volume for the alternative. Net revenues are computed using the stumpage price for public timber.

In order to report figures that approximate this level of precision, we have applied the mean millage rate
observed by JTDs over the period 2011-2015; that is, the revenue to a junior taxing district expressed as
a percentage of all FBTPL revenues over the period. And while revenues are apportioned to inidividual
districts, we have aggregated some revenues for reporting purposes. The groupings are accompanied by the
Treasurer’s identifier:

County General (00100) including County Roads (10101).
Port of Port Angeles (68702)
North Olympic Library System (64001)
School Districts (SD)
e SD121 General (68101), SD121 Bond (68104)
o SD313 General (68121)
o SD323 General (68131), SD323 Bond (68134), SD323 Transportation (68135)
(68141)
(68151)

- W

o SD401 General (68141), SD401 Bond (68144)

o SD402 General (68151), SD402 Bond (68154)
5. Schools Bond (SD)

« SD121 Bond (68104)

o SD323 Bond (68134)

o SD401 Bond (68144)

e SD402 Bond (68154)
6. Fire Districts (FD)

e FD1 Operations & Maintenance

e FD2 Operations & Maintenance

65101)
65120) ,FD2 Reserve (65127)
o FD3 Operations & Maintenance (65131) ,FD3 Emer Med Sve (65136), FD3 Reserve (65137)
e FD5 Operations & Maintenance )
e FD6 Operations & Maintenance )
o FD4 Operations & Maintenance )
7. Hospital Districts (HD)
o HDI1 General (69511), HD1 Depreciation (69512), HD1 Donation (69513), HD1 Emer Med Svc
(69514), HD1 Rural Hosp Asses. (69515), HD1 Bond (69517), HD1 Employee Ed. (69518), HD1
Projects (69519)

o HD2 General (69551)

65151) ,FD5 Reserve (65157)
65161
65171

e e e e R

Clallam County Junior Taxing District excise tax revenue

Where timber harvest revenues to JTDs come from harvest on county FBTPLs, tax revenues arrive to JTDs
from all timber harvest - federal, state, local public, and all private timber harvests. The amount is equal
to 5% of stumpage, fourth-fifths of which is remitted to the County in which the timber was harvested
and apportioned as described above. Here we use the mean rate of excise tax apportionment among JTDs
reported by the Clallam County Treasurer for the period 2011-2015. If we assume that total timber harvest
in Clallam County is the sum of all public and all private timber harvest, then it can be estimated using
two-stage linear regression on the total timber harvest volume in the OESF and Clallam, Jefferson, and
Mason counties for each alternative. Grays Harbor county is excluded for the reason mentioned previously.
The first stage is to model total private timber harvest in Clallam, Jefferson, and Mason counties as a function
of public timber harvest (in the same region) for the period 2006 - 2015; the final model took the form
Vorv = —2.0036vp4u1, 4 515.72. The second model provides an estimate of total timber harvest in Clallam



County as a function of total public harvest in the OESF and Clallam, Jefferson, and Mason counties; the
model took the form Vo = —1.1572V 1, + 515.72. This estimator on public timber harvested in the OESF
and Clallam, Jefferson, and Mason Counties explains 63.7 percent of variation in the distribution of total
timber harvested in Clallam County over the period 2006-2015. The model suggests that there is a maximum
harvest that can be expected from Clallam County in any given year; higher harvest in one sector (public or
private) is likely to have a negative impact in the other sector. The standard deviaiton of the residuals is
84.9 MMBEF, and the average estimate of total timber harvested should be within 63.7 MMBF of the true
value. The relationship between harvest in the OESF, Clallam, Jefferson, and Mason counties, and total
timber harvested in Clallam County is illustrated in Figure 5.

Total timber harvest in Clallam County by DNR
timber harvested in the OESF and Clallam, Jefferson,
and Mason Counties by year
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Figure 5: Timber volume harvested from DNR lands in Clallam,
Jefferson, and Mason counties (MMBF, left y-axis) lands and
Total timber volume harvested in Clallam County (MMBF,
right y-axis) for the period 2006-2013.
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Analysis of Alternatives

Employment and wage estimates derived from IMPLAN are the result of expenditure flows across all economic
sectors, from production to final retail sales. Income estimates include payroll wages and benefits. In addition,
IMPLAN estimates proprietor income derived from sales in any economic sector. These estimates are
problematic from the perspective of evaluating policy options for sustained community economic development,
as IMPLAN combines wages and proprietor income into total labor income. Creating opportunities for
additional proprietor incomes is an important policy objective, for that income supports expenditures in
induced sectors, increasing employment and business taxes. However, at the same time, policy makers often
need to compare expected employment and wage changes for payroll employees between alternatives to
determine an optimal direction for policy. Accordingly, they need to observe expected changes in FTE with
corresponding wages to inform a decision. Inclusion of proprietor income as a component of total labor
income can cause a significant upward bias on average wages. In such cases, an FTE payroll wage will be
below an average wage computed from total labor income that includes proprietor income. In such cases, an
average payroll wage is less than the total average which includes proprietor income. Thus, those potential
biases are examined and corrected.

To test the extent to which this complication biased IMPLAN wage estimates, a number of test scenarios were
run. To establish a baseline for the analysis, IMPLAN results driven by expected changes in employment were
run under DNR Harvest Alternative 1, using IMPLAN 16 (Commercial Logging) as it produces the greatest
level of proprietor income. Direct employment of 1.3 FTE results in estimated employee compensation of
$74,780, and proprietor income of $214,731, for total labor income of $289,512. The result is an average
annual income of $222,701 in Commercial Logging, even though paid compensation to the 1.3 FTE is $74,780,
for an average of $57,523. Thus we see a nearly four-fold upward bias resulting from inclusion of proprietor
income into total labor income. To test the accuracy of the estimated wage for Commercial Logging when
proprietor income is excluded, QCEW wage data for 2015 NAICS 113 (Commercial Logging), converted to
$2016, reveals a pre-benefit wage of $52,087. The difference approximates a benefit factor of approximately
10 percent. Inclusion of proprietor income creates a significant upward bias for average wage estimates. If
that value is excluded from wage estimates, IMPLAN produces an estimate consistent with QCEW data.
Thus, IMPLAN average wage estimates are a reasonable fit if proprietor income is excluded.

This sensitivity analysis indicates that by eliminating proprietor income from total labor income derived
from direct employment, IMPLAN creates an accurate estimate for average wages, including benefits, which
approximate wages reported by employers through QCEW in Commercial Logging. This same assumption
is used for each source of direct employment throughout this study. Estimated proprietor income for each
of those sectors (Forestry, Commercial Logging, and Sawmills), under each DNR harvest alternative, is
important elsewhere in the economy, affecting the total demand for goods and services. Thus, each alternative
was run a second time with proprietor income to capture the economy wide impact of this income category in
the form of indirect and induced effects'2.

Estimating Annual Business Taxes

IMPLAN produces estimates for state and local taxes, including property taxes, sales taxes, motor vehicle
taxes, and other “minor” categories. Of these, property taxes and sales taxes comprise 88.4% of the total. Of
those two categories, 80% of property taxes are returned directly to local entities: 36% local schools, 15%
local taxing districts, 16% counties, 13% cities and towns: 20% goes to state funding of schools!®. Thus,

120nly local and state business taxes are reported in this study as they are outcomes affecting sustainable community economic
development.

132016 report prepared by the Washington State Senate’s Ways and Means Committee titled, “A Legislative Guide to
Wasihngton State Property Taxes.” Available online at: http://leg.wa.gov/Senate/Committees/ WM /Documents/Publications/
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http://leg.wa.gov/Senate/Committees/WM/Documents/Publications/2016/2016%20Property%20Tax%20Guide%20v9Jan8_website.pdf

ultimately, all property taxes are returned directly or indirectly to counties. The 8.4% sales tax is shared
between the state and local governments, with 6.5% going to the state and 1.9% to local government. Thus,
local governments receive 22.6% of total sales tax collections'®. Thus, of the 88.4% of total state and local
taxes collected, approximately 38% goes to local government. The values presented approximate the lower
bound of the share going to local government, and are presented in all tables with business tax estimates.

Annual business taxes presented in this report are those supported by employment and total labor income
from a net change in DNR harvests under each alternative. Employment and total labor income represent a
potential net increase in economic welfare. For business taxes, reported values do not necessarily represent
additional or new revenues, as property tax collections may be the result of assessments on existing structures
and would be paid in the absence of changes in net harvests under the five alternatives. Increases on
expenditures subject to sales taxes would represent an unambiguous increase in business tax revenues. Thus,
when interpreting business tax revenue projections, the reader must be aware those numbers represent taxes
supported by the new employment and wages, some of which will be new tax revenues. However, whether
the business tax estimates are new revenue or not, the increased sales going to firms paying those business
taxes mean an increase in operating income and thus their bottom line. With these caveats in mind, the
business tax revenue projections make possible comparison of each harvest alternative and its relative impact
on Clallam County. Precisely, the analysis in this report will identify which harvest alternative supports the
largest value for business taxes. The alternative providing the largest support of business taxes will also
provide the largest addition to sales tax collections, and the largest increase to operating income of businesses
in Clallam County.

Alternative 1
Economic impacts: employment, wages, and taxes

Economic impacts in terms of employment, wages, and LWP are presented in Table 1. The net increase in
harvests of 2.69 MMBF can support 3.3 direct FTE jobs in Forestry (0.14), Commercial Logging (1.34) and
Sawmills (1.85) at an average monthly wage of $4,632 with a LWP of $645. Proprietor monthly income in
Forestry is $1,300, Commercial Logging, $18,445. Proprietor income exerts a considerable impact on induced
employment: an increase from 1.4 to 2.5 FTE, with similarly impacts on business taxes. Indirect employment
is 1.8 FTE with an average monthly wage of $7,241 yielding a LWP of $3,254. This high LWP is explained
by high paying occupations in Forestry and Wholesaling, and proprietor income. Induced employment is 2.5
FTE with an average monthly wage of $2,271 and a LWP of -$1,716, an outcome explained by employment
in retail and food related sectors.

2016/2016%20Property %20Tax%20Guide%20v9Jan8_ website.pdf
M Washington State Department of Revenue Sales and use tax rate lookup. Available online at: http://dor.wa.gov/content/
findtaxesandrates/salesandusetaxrates/lookupataxrate/
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Table 1: Net direct, indirect, and induced impacts on employment, wages, and taxes
resulting from Sustainable Harvest Alternative 1 (no action): 108 MMBF harvested
annually in Clallam, Jefferson, and Mason Counties from 2015 through 2024.

—— Employment and Wages —

—— Business Taxes —-

Impact FTE* Avg Wage® LWP* Locald State
Direct 3.3 $4,632 $645 $2,259 $3,687
Indirect 1.8 $7,241 $3,254 $4,051 $6,610
Induced 2.5 $2,271 $-1,716 $9,059 $14,781
Total 7.6 $4,473 $ 486 $14,965 $25,482

: Average Monthly wage calculated by Implan.
: LWP = estimated wage - living wage.
: local taxes includes both city and county.

Lo Te

Annual business tax revenues under Alternative 1 total $40,447, approximately 38% accruing to local and
county government in an amount of $14,965. Direct, indirect and induced contributions to local government
are $2,259, $4,051 and $9,059. The increase in induced business taxes resulting from proprietor income is

: Full Time Equivalent in Clallam County as a function of MMBF harvested.

$3,754, or $3,754 of the $9,059 results from proprietor income.

Timber harvest and excise tax revenues to Junior taxing districts

Based on the expected annual harvest level of 108 MMBF across the OESF, Clallam, Jefferson, and Mason
counties, the expected timber harvest from Clallam County FBTPL demonstrates a net increase of 2.69
MMBEF per year over current levels. Based on the historic JTD apportionment, timber harvest and excise tax
revenues increase by a total of $1,987,205; with $919,711 from FBTL revenues and $1,067,494 from timber

excise taxes. The amounts to aggregated JTDs is detailed in Table 2.

Table 2: Timber harvest and excise tax revenues by aggregated junior taxing districts
under DNR Sustainable Harvest Alternative 1 (no action): 108 MMBF harvested
annually in Clallam, Jefferson, and Mason Counties from 2015 through 2024.

Junior Taxing District FBTPL Revenue* Tax Revenue Total Revenue
Clallam General $342,554 $444,875 $ 787,429
Port of Port Angeles $17,218 $30,583 $47.801
North Olympic Library System $44,962 $81,413 $126,375
School Districts $ 255,327 $334,429 $ 589,756
Schools Bond $75,950 $194,189 $270,139
Fire Districts $70,110 $31,552 $101,662
Hospital Districts $57,291 $112,744 $170,035
Total® $919,711 $1,067,494 $ 1,987,205

a: Forest Board Transfer Lands revenue less DNR management fee.

b: Total across all junior taxing districts; only selected districts shown here.
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Alternative 2

Economic impacts: employment, wages, and taxes

Alternative 2 suggests a net annual harvest of 17.48 MMBF for the first five years, with the net increase
shrinking to 4.43 MMBF over the next 5 years. The economic impacts of these harvests in terms of employment,
wages, LWP and business taxes are presented in Table 3. The harvest in the first five years supports 21.7
direct FTE jobs in Forestry (0.87), Commercial Logging (8.74) and Sawmills (12.06) at an average monthly
wage of $4,584 with a LWP of $597. Proprietor monthly income in forestry is $7,455, Commercial Logging,
$120,304 and $2,297 in Sawmills, significant proprietor income especially in Forestry and Commercial Logging.
Proprietor income exerts a significant impact on induced employment: an increase from 9.3 to 16.2 FTE,
with similarly impacts on annual business taxes. Indirect employment is 11.6 FTE with an average monthly
wage of $7,322 yielding a LWP of $3,335. This high LWP is explained by high paying occupations in Forestry
and Wholesaling, and proprietor income. Induced employment is 16.2 FTE with an average monthly wage of
$2,281 and a LWP of -$1,706, an outcome explained by employment in retail and food related sectors.

Annual business tax revenues in the first five years of Alternative 2 total $263,289 with approximately 38%
accruing to local and county government in an amount of $100,050. Direct, indirect and induced contributions
are $14,692, $26,397 and $58,960. The increase in induced annual business taxes resulting from proprietor
income is $25,067.

Table 3: Net direct, indirect, and induced impacts on employment, wages, and taxes
resulting from Sustainable Harvest Alternative 2 (high riparian thinning): 159 MMBF
harvested annually in Clallam, Jefferson, and Mason Counties from 2015 through 2019.

—— Employment and Wages — — Business Taxes —
Impact FTE* Avg WageP LWP* Locald State
Direct 21.7 $4,584 $ 597 $14.692 $23,972
Indirect 11.6 $7,322 $3,335 $26,397 $43,069
Induced 16.2 $2,281 $-1,706 $ 58,960 $96,199
Total 49.5 $4,472 $485 $100,050 $163,239

: Full Time Equivalent in Clallam County as a function of MMBF harvested.
: Average Monthly wage calculated by Implan.

: LWP = estimated wage - living wage.

: local taxes includes both city and county.

e T8

Economic impacts drop significantly the following five years - an outcome expected with a 75% reduction
in harvest - and are presented in table 4. The net annual harvest of 4.43 MMBF can support 5.5 direct
FTE jobs in Forestry (0.22), Commercial Logging (2.22) and Sawmills (3.06) at an average monthly wage of
$4,591 with a LWP of $604. Proprietor monthly income in Forestry is $1,855, Commercial Logging, $30,588.
Proprietor income increases induced employment: 2.4 to 4.1 FTE, with similarly impacts on annual business
taxes. Indirect employment is 2.9 FTE with an average monthly wage of $7,432 yielding a LWP of $3,445.
This high LWP is explained by high paying occupations in forestry and wholesaling, and proprietor income.
Induced employment is 4.1 FTE with an average monthly wage of $2,287 and a LWP of -$1,716, an outcome
explained by employment in retail and food related sectors.

Annual business tax revenues in the second five years of Alternative 2 total $66,821, with $25,392 accruing to
local and county government. Direct, indirect and induced contributions are $3,727, $6,698 and $14,967.
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Table 4: Net direct, indirect, and induced impacts on employment, wages, and taxes
resulting from Sustainable Harvest Alternative 2 (high riparian thinning): 114 MMBF
harvested annually in Clallam, Jefferson, and Mason Counties from 2020 through 2024.

—— Employment and Wages — —- Business Taxes —
Impact FTE* Avg Wage® LWP* Locald State
Direct 5.5 $4,591 $604 $3,727 $6,081
Indirect 2.9 $7,432 $ 3,445 $6,698 $10,929
Induced 4.1 $2,287 $-1,716 $14,967 $24,419
Total 12.5 $4,494 $507 $25,392 $41,429

: Full Time Equivalent in Clallam County as a function of MMBF harvested.
: Average Monthly wage calculated by Implan.

: LWP = estimated wage - living wage.

: local taxes includes both city and county.

Lo Te

Timber harvest and excise tax revenues to Junior taxing districts

Table 5 presents the total timber harvest and excise tax revenues and the portion(s) flowing to aggregated
JTD based on a harvest level of 159 MMBF across the OESF and Clallam, Jefferson, and Mason counties for
the period 2015-2019. This harvest level would represent a net increase of 17.48 MMBF per year. The total
revenue of $5,301,395 is the sum of $5,976,412 from FBTPL revenues, and excise tax revenues of -$675,017.
The increase in FBTPL revenues is explained by the overall high level of harvest - a distribution skewed
heavily towards the OESF; negative excise tax revenues result from lower private (and total) harvest in
Clallam County due to the high public volume.

Table 5: Timber harvest and excise tax revenues by aggregated junior taxing districts
under DNR Sustainable Harvest Alternative 2 (high riparian thinning): 159 MMBF
harvested annually in Clallam, Jefferson, and Mason Counties from 2015 through 2019.

Junior Taxing District FBTPL Revenue* Tax Revenue Total Revenue
Clallam General $2,225,964 $-281,312 $1,944,652
Port of Port Angeles $111,882 $-19,339 $92,543
North Olympic Library System $292,169 $-51,481 $ 240,688
School Districts $1,659,151 $-211,472 $1,447,679
Schools Bond $493,532 $-122,793 $370,739
Fire Districts $ 455,585 $-19,951 $ 435,634
Hospital Districts $372,282 $-71,293 $300,989
TotalP $5,976,412 $-675,017 $5,301,395

a: Forest Board Transfer Lands revenue less DNR management fee.
b: Total across all junior taxing districts; only selected districts shown here.

Table 6 details timber harvest and excise tax revenues under for the period 2020 through 2024. The projected
annual harvest in the OESF and Clallam, Jefferson, and Mason counties is reduced to 114 MMBF, which
is still a net increase of 4.43 MMBF per year. Total revenues of $2,377,109 distributed to all junior taxing
districts, with $1,514,617 coming from FBTPL revenues while timber excise tax revenues account for $862,492.
The distribution away from the OESF in the second five years suggests a larger countywide harvest, increasing
tax revenues.
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Table 6: Timber harvest and excise tax revenues by aggregated junior taxing districts
under DNR Sustainable Harvest Alternative 2 (high riparian thinning): 114 MMBF
harvested annually in Clallam, Jefferson, and Mason Counties from 2015 through 2019.

Junior Taxing District FBTPL Revenue* Tax Revenue Total Revenue
Clallam General $564,132 $359,442 $923,574
Port of Port Angeles $28,355 $24,710 $53,065
North Olympic Library System $74,045 $65,778 $139,823
School Districts $420,483 $270,205 $690,688
Schools Bond $125,077 $156,897 $281,974
Fire Districts $115,460 $25,493 $ 140,953
Hospital Districts $94,348 $91,093 $185,441
Total® $1,514,617 $ 862,492 $2,377,109

a: Forest Board Transfer Lands revenue less DNR management fee.
b: Total across all junior taxing districts; only selected districts shown here.

Alternative 2’: Even Flow

The five year arrearage harvest in Alternative 2 weights benefits forward with a harvest of 17.48 MMBF the
first five years followed by an annual harvest of 4.43 MMBF the next five years. This marks a significant
reduction in harvest of 75 percent. This alternative is problematic for at least three reasons. First, unless the
additional volume of wood in the first five years can be used by exiting Sawmills, it will likely leave the county
and thus not serve to create additional employment in the Sawmill sector which will have spillover effects in
terms of indirect and induced employment, wages and business tax revenues lost. Stated differently, the 12
FTE may not materialize locally, but rather in other counties. Second, consistent annual harvests reduce
uncertainty and thus increase expected rates of return that may facilitate new infrastructure (i.e. sawmills),
with concurrent economic impacts. Third, and following from the second above, consistent availability of saw
logs and milled timber can help create the business environment for additional investment in value-added
manufacturing facilities; such products might include cross-laminated timber and parallel strand lumber
within the mass timber family of products.

For these reasons, commissioners representing Clallam County and the Port of Port Angeles requested
Alternative 2’ be analyzed where the total volume projected for harvest occur on an even-flow annual basis
over ten years, which amounts to 10.995 MMBF. Table 7 presents the results in terms of employment, average
wages, LWP, and annual business taxes. The 10.995 MMBF can support 13.6 direct FTE jobs in Forestry
(0.55), Commercial Logging (5.5) and Sawmills (7.59) at an average monthly wage of $4,604 with a LWP of
$617. Proprietor monthly income in Forestry is $4,713, Commercial Logging, $83,707 and $1,446 in Sawmills.
Proprietor income increases induced employment from 5.9 to 10.2 FTE, with similarly impacts on annual
business taxes. Indirect employment is 7.3 FTE with an average monthly wage of $7,323 yielding a LWP of
$3,336. This high LWP is explained by high paying occupations in Forestry and Wholesaling, and proprietor
income. Induced employment is 10.2 FTE with an average monthly wage of $2,280 and a LWP of -$1,707, an
outcome explained by employment in retail and food related sectors.

Interestingly, we observe a total of 31.1 for Alternative 2°, 0.1 FTE over Alternative 2, even though the values
of direct, indirect and induced FTE “appear” the same. The reason is that the “true” numerical values
embedded in excel and IMPLAN extend two decimal places, but appear rounded up to one decimal place.
Thus, when correcting for rounding, Alternative 2 has 31 FTE; this value is 0.1 less than in Alternative
2" at 31.1. These additional 0.1 jobs are spread across indirect and induced employment, and as indirect
employment has an average wage of $7,323 causes generation of an additional $25,148 in indirect wages over
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the 10 year harvest and an additional $10,759 from induced employment. The slightly greater average wage
from direct employment adds $29,721 in wages over the 10 year harvest. These sums are not discounted.

Overall, there is little difference in the economic impacts between Alternative 2 and Alternative 2’ in the
summary tables. However, the even-flow harvest is more likely to support Sawmilling jobs in Clallam County
along with corresponding indirect and induced impacts than is likely the case for the 17.48/4.43 MMBF
harvest pattern in Alternative 2.

Table 7: Timber harvest and excise tax revenues by aggregated junior taxing districts
under modified DNR Sustainable Harvest Alternative 2’: 121 MMBF harvested annually
in Clallam, Jefferson, and Mason Counties from 2015 through 2024.

—— Employment and Wages — —- Business Taxes —-
Impact FTE* Avg WageP LWP* Locald State
Direct 13.6 $4,604 $617 $9,244 $15,083
Indirect 7.3 $7,323 $3,336 $16,614 $27,107
Induced 10.2 $2,280 $-1,707 $37,111 $60,549
Total 31.1 $4,480 $493 $62,969 $102,739

: Full Time Equivalent in Clallam County as a function of MMBF harvested.
: Average Monthly wage calculated by Implan.

: LWP = estimated wage - living wage.

: local taxes includes both city and county.

O T

Table 8 presents the share of timber harvest excise tax revenues accruing to aggregated junior taxing districts
in Clallam County over ten years from the net increase in the even-flow harvest of 10.995 MMBF. The total
revenue going to each aggregated junior taxing district is derived from Forest Board Transfer Lands (FBTL)
and excise taxes. Thus, of the total $3,871,744 going to all junior taxing districts, $3,795,090 come from
FBTL revenues and $76,654 from timber excise taxes. These values represent net increases in tax revenues
($3,871,744) over contributions from extant harvest levels.

Table 8: Timber harvest and excise tax revenues by aggregated junior taxing districts
under modified DNR Sustainable Harvest Alternative 2 (high riparian thinning):
137 MMBF harvested annually in Clallam, Jefferson, and Mason Counties from 2015 through 2024.

Junior Taxing District FBTPL Revenue* Tax Revenue Total Revenue
Clallam General $1,413,512 $31,945 $1,445,457
Port of Port Angeles $71,046 $2,196 $73,242
North Olympic Library System $185,530 $5,846 $191,376
School Districts $1,053,580 $24,014 $1,077,594
Schools Bond $313,399 $13,944 $327,343
Fire Districts $989.302 $92.266 $9291,568
Hospital Districts $236,404 $ 8,096 $ 244,500
Total? $3,795,090 $76,654 $3,871,744

a: Forest Board Transfer Lands revenue less DNR management fee.
b: Total across all junior taxing districts; only selected districts shown here.
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Alternative 3
Economic impacts: employment, wages, and taxes

The economic impacts in terms of employment, wages, and LWP for Alternative 3 are presented in Table 9.
The net increase in harvests of 7.91 MMBF can support 9.8 direct FTE jobs in Forestry (0.4), Commercial
Logging (3.96) and Sawmills (5.46) at an average monthly wage of $4,600 with a LWP of $613. Proprietor
monthly income in Forestry is $3,428, Commercial Logging, $54,509 and Sawmills, $1040. Proprietor income
exerts a considerable impact on induced employment: an increase from 4.2 to 7.3 FTE, with similarly impacts
on business taxes. Indirect employment is 5.3 FTE with an average monthly wage of $7,257 yielding a LWP of
$3,270. This high LWP is explained by high paying occupations in Forestry and Wholesaling, and proprietor
income. Induced employment is 7.3 FTE with an average monthly wage of $2,294 and a LWP of -$1,693, an
outcome explained by employment in retail and food related sectors.

Annual business tax revenues under Alternative 3 total $119,295, with approximately 38% accruing to
local and county government in an amount of $45,332. Direct, indirect and induced contributions to local
government are $6,658, $11,953 and $26,721. The increase in induced business taxes resulting from proprietor
income is $11,367: $11,367 of the induced business taxes results from proprietor income.

Table 9: Net direct, indirect, and induced impacts on employment, wages, and taxes
resulting from Sustainable Harvest Alternative 3 (low riparian thinning): 126 MMBF
harvested annually in Clallam, Jefferson, and Mason Counties from 2015 through 2024.

—— Employment and Wages — —- Business Taxes —
Impact FTE* Avg WageP LWPe¢ Locald State
Direct 9.8 $ 4,600 $613 $6,658 $10,863
Indirect 5.3 $7,257 $3,270 $11,953 $19,503
Induced 7.3 $2,294 $-1,693 $26,721 $43,597
Total 22.4 $4.477 $490 $45,332 $73,963

: Full Time Equivalent in Clallam County as a function of MMBF harvested.
: Average Monthly wage calculated by Implan.

: LWP = estimated wage - living wage.

: local taxes includes both city and county.

L0 TR

Timber harvest and excise tax revenues to Junior taxing districts

Expected timber harvest and excise tax revenues by JTD based on an expected annual harvest of 126 MMBF
across the OESF and Clallam, Jefferson, and Mason counties is presented in Table 10. This harvest level
represents a net increase of 7.91 MMBF over extant harvest levels. The total revenue of $3,156,919 comes
in part from $2,704,429 in FBTL receipts and $452,490 in excise tax remittances. The distribution among
sustainable harvest units would be associated with higher overall harvest levels in the county, such that both
timber receipts and excise taxes are net-positive.
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Table 10: Timber harvest and excise tax revenues by aggregated junior taxing districts
under DNR Sustainable Harvest Alternative 3 (low riparian thinning): 126 MMBF
harvested annually in Clallam, Jefferson, and Mason Counties from 2015 through 2024.

Junior Taxing District FBTPL Revenue* Tax Revenue Total Revenue
Clallam General $1,007,287 $188,574 $1,195,861
Port of Port Angeles $50,628 $12,964 $63,592
North Olympic Library System $132,211 $ 34,509 $166,720
School Districts $ 750,794 $141,758 $892,552
Schools Bond $223.332 $82,313 $ 305,645
Fire Districts $206,160 $13,374 $219,534
Hospital Districts $168,464 $47,790 $216,254
Total® $2,704,429 $452,490 $3,156,919

a: Forest Board Transfer Lands revenue less DNR management fee.
b: Total across all junior taxing districts; only selected districts shown here.

Alternative 4
Economic impacts: employment, wages, and taxes

The economic impacts of Alternative 4 are presented in Tables 11 and 12. Table 11 details the effects of the
first-year net increase in harvest of 14.92 MMBF': supporting 18.6 FTE jobs in Forestry (0.75), Commercial
Logging (7.46) and Sawmills (10.3) at an average monthly wage of $4,591 with a LWP of $604. Proprietor
monthly income in Forestry is $6,856, Commercial Logging, $103,236 and Sawmills, $1,962. Proprietor income
exerts a considerable impact on induced employment: an increase from 8 to 13.9 FTE, with similarly impacts
on business taxes. Indirect employment is 9.9 FTE with an average monthly wage of $7,335 yielding a LWP of
$3,348. This high LWP is explained by high paying occupations in Forestry and Wholesaling, and proprietor
income. Induced employment is 13.9 FTE with an average monthly wage of $2,283 and a LWP of -$1,704, an
outcome explained by employment in retail and food related sectors.

The economic impacts over the remaining 9 years of a net harvest totaling 6.75 MMBF are presented in Table
12. Results indicate support of 8.4 FTE jobs in forestry (0.34), commercial logging (3.4) and sawmills (4.7)
at an average monthly wage of $4,612 with a LWP of $625. Proprietor monthly income in Forestry is $2,914,
Commercial Logging, $46,300 and Sawmills, $895. Proprietor income exerts a considerable impact on induced
employment: an increase from 3.6 to 6.3 FTE, with similarly impacts on business taxes. Indirect employment
is 4.5 FTE with an average monthly wage of $7,354 yielding a LWP of $3,367. This high LWP is explained
by high paying occupations in Forestry and Wholesaling, and proprietor income. Induced employment is 6.3
FTE with an average monthly wage of $2,283 and a LWP of -$1,704, an outcome explained by employment
in retail and food related sectors.

Annual business tax revenues under Alternative 4 total $225,908 in year 1, with approximately 38% accruing
to local and county government in an amount of $83,586. The distribution of those revenues is heavily skewed
to the one year arrearage harvest. Annual business tax revenues decline to $102,454, with local tax revenues
declining to $38,933 the following nine years.
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Table 11: Net direct, indirect, and induced impacts on employment, wages, and taxes
resulting from Sustainable Harvest Alternative 4 (arrearage up front): 148 MMBF
harvested annually in Clallam, Jefferson, and Mason Counties in 2015.

—— Employment and Wages — —- Business Taxes —
Impact FTE* Avg Wage® LWP* Locald State
Direct 18.6 $4,591 $604 $12,637 $20,617
Indirect 9.9 $7,335 $3,348 $22572 $ 36,828
Induced 13.9 $2,283 $-1,704 $ 50,637 $82,617
Total 42.4 $4,475 $ 488 $83,586 $142,322

: Full Time Equivalent in Clallam County as a function of MMBF harvested.
: Average Monthly wage calculated by Implan.

: LWP = estimated wage - living wage.

: local taxes includes both city and county.

Lo Te

Table 12: Net direct, indirect, and induced impacts on employment, wages, and taxes
resulting from Sustainable Harvest Alternative 4 (arrearage up front): 122 MMBF
harvested annually in Clallam, Jefferson, and Mason Counties from 2016 through 2024.

—— Employment and Wages — —- Business Taxes —-
Impact FTE* Avg WageP LWP* Local? State
Direct 8.4 $4,612 $625 $5,688 $9,281
Indirect 4.5 $7,354 $3,367 $10,287 $16,783
Induced 6.3 $2,283 $-1,704 $22,958 $37,457
Total 19.2 $4,491 $504 $ 38,933 $63,521

: Full Time Equivalent in Clallam County as a function of MMBF harvested.
: Average Monthly wage calculated by Implan.

: Living Wage Premium = living wage - estimated wage.

: local taxes includes both city and county.

L0 oL

Timber harvest and excise tax revenues to Junior taxing districts

Tables 13 and 14 present timber harvest and excise tax revenues to aggregated JTDs. Table 13 distributions
are based on the one year harvest level of 148 MMBF across the OESF and Clallam, Jefferson, and Mason
counties, a net increase of 14.92 MMBF; Table 14 is based 122 MMBF - a net increase of 6.75 MMBF - for the
period 2016-2024. Of the total $4,586,569 going to all junior taxing districts, $4,885,751 comes from FBTL
revenues while timber excise tax revenues decline by -$299,182. Similar to Alternative 2, the distribution
of harvest skews heavily towards the OESF, and suggests that the total harvest in Clallam County would
be lower, leading to a net loss in excise tax revenues. In the remaining nine years, total JTD revenues of
$2,896,982 are comprised of net increases in both FBTPL revenues ($2,307,825) and excise tax remittances
($589,157).
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Table 13: Timber harvest and excise tax revenues by aggregated junior taxing districts
under DNR Sustainable Harvest Alternative 4 (arrearage up front): 148 MMBF

harvested annually in Clallam, Jefferson, and Mason Counties in 2015.

Junior Taxing District FBTPL Revenue* Tax Revenue Total Revenue
Clallam General $1,819,738 $-124,683 $1,695,055
Port of Port Angeles $91,464 $-8,571 $ 82,893
North Olympic Library System $238,850 $-22,817 $216,033
School Districts $1,356,366 $-93,729 $1,262,637
Schools Bond $ 403,466 $-54,424 $ 349,042
Fire Districts $372,444 $-8,843 $ 363,601
Hospital Districts $304,343 $-31,598 $272,745
Total® $4,885,751 $-299,182 $ 4,586,569

a: Forest Board Transfer Lands revenue less DNR management fee.

b: Total across all junior taxing districts; only selected districts shown here.

Table 14: Timber harvest and excise tax revenues by aggregated junior taxing districts
under DNR Sustainable Harvest Alternative 4 (arrearage up front): 122 MMBF
harvested annually in Clallam, Jefferson, and Mason Counties from 2016 through 2024.

Junior Taxing District FBTPL Revenue* Tax Revenue Total Revenue
Clallam General $ 859,568 $245,530 $1,105,098
Port of Port Angeles $43,204 $16,879 $60,083
North Olympic Library System $112,823 $44,932 $157,755
School Districts $640,691 $184,574 $ 825,265
Schools Bond $ 190,580 $107,174 $297,754
Fire Districts $175,927 $17,414 $193,341
Hospital Districts $143,759 $62,224 $205,983
Total® $2,307,825 $580,157 $2.896,082

a: Forest Board Transfer Lands revenue less DNR management fee.

b: Total across all junior taxing districts; only selected districts shown here.

Alternative 5

Economic impacts: employment, wages, and taxes

The economic impacts in terms of employment, wages, and LWP for Alternative 5 are presented in Table 15.
The net increase in harvests of 6.46 MMBF can support 8 direct FTE jobs in Forestry (0.38), Commercial
Logging (3.77) and Sawmills (4.66) at an average monthly wage of $4,596 with a LWP of $609. Proprietor
monthly income in forestry is $2,742, commercial logging, $44,460 and wood manufacturing, $850. Proprietor
income exerts a considerable impact on induced employment: an increase from 3.4 to 6 FTE, with similarly
impacts on business taxes. Indirect employment is 4.3 FTE with an average monthly wage of $7,304 yielding
a LWP of $3,317. This high LWP is explained by high paying occupations in Forestry and Wholesaling, and
proprietor income. Induced employment is 6 FTE with an average monthly wage of $2,276 and a LWP of

-$1,711, an outcome explained by employment in retail and food related sectors.

Annual business tax revenues under Alternative 5 total $97,361, with approximately 38% accruing to local and

21



county government in an amount of $36,024. Direct, indirect and induced contributions to local government
are $5,427, $9,779 and $21,791. The increase in induced business taxes resulting from proprietor income is
$9,261: $9,261 of the induced business taxes results from proprietor income.

Table 15: Timber harvest and excise tax revenues by aggregated junior taxing districts under DNR Sustainable
Harvest Alternative 5 (passive): 121 MMBF harvested annually in Clallam, Jefferson, and Mason Counties
from 2016 through 2024.

—— Employment and Wages — —- Business Taxes —-
Impact FTE* Avg WageP LWP* Local? State
Direct 8.0 $4,596 $609 $5,427 $8,855
Indirect 4.3 $7,304 $3,317 $9,779 $15,954
Induced 6.0 $2,276 $-1,711 $21,791 $ 35,555
Total 18.3 $4,472 $ 485 $36,024 $61,337

: Full Time Equivalent in Clallam County as a function of MMBF harvested.
: Average Monthly wage calculated by Implan.

: LWP = estimated wage - living wage.

: local taxes includes both city and county.

L0 Te

Timber harvest and excise tax revenues to Junior taxing districts

Table 16 presents the share of timber harvest excise tax revenues apportioned to junior taxing districts in
Clallam County based on a net increase of 6.5 MMBF annually over extant levels. Of the total $2,831,998
going to all junior taxing districts, $2,208,674 comes from FBTL revenues and $623,324 from timber excise
taxes.

Table 16: Timber harvest and excise tax revenues by aggregated junior taxing districts
under DNR Sustainable Harvest Alternative 5 (passive): 121 MMBF harvested
annually in Clallam, Jefferson, and Mason Counties from 2016 through 2024.

Junior Taxing District FBTPL Revenue* Tax Revenue Total Revenue
Clallam General $822,639 $259,769 $1,082,408
Port of Port Angeles $41,348 $17,858 $59,206
North Olympic Library System $107,975 $47,538 $155,513
School Districts $613,165 $195,277 $808,442
Schools Bond $182,392 $113,389 $295,781
Fire Districts $168,368 $18,423 $186,791
Hospital Districts $137,583 $65,833 $203,416
TotalP $2,208,674 $623,324 $2,831,998

a: Forest Board Transfer Lands revenue less DNR management fee.
b: Total across all junior taxing districts; only selected districts shown here.
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Summary and Conclusions

The analysis in this report details the expected distribution of economic impacts on Clallam County by
sustainable harvest alternatives presented in DEIS. To establish a directly comparative framework, the net
change for each DEIS alternative relative to a historic average harvest level of 22.86 MMBF was calculated.
By focusing on net change in harvest, direct, indirect and induced changes in economic impacts are derived
to assess potential increased sustainable community economic development. This was made possible by
interpolating statistically the number of FTE jobs in Clallam County in Forestry, Commercial Logging and
Wood Manufacturing per MMBF harvested on the Olympic Peninsula. The result was a multiplier on harvest
for employment. Using the specified harvests by county in the DEIS and the portion expected to originate
from Clallam County FBTPL, along with the historical millage among JTDs, harvest and excise tax revenues
to JTDs were estimated. The employment multipliers, along with the net change in harvest under each
alternative, were used to estimate direct, indirect and induced changes in employment, average wages, LWP,
proprietor income and annual business taxes. Summary results for the economic impact analyses are presented
in tables 17 and 18. Those results are used to rank DEIS alternatives in terms of their economic impacts to
Clallam County. That ranking includes Alternative 2’; the even-flow harvest requested by both the Clallam
County and Port of Port Angeles Commissioners.

Alternative 2’ provides the greatest contribution to Clallam County in terms of potential increases to
sustainable community economic development and in terms of harvest revenues. Alternative 2 ranks a
close second. Similarities in the harvests and relative impacts deserve some explanations. The fundamental
difference in the alternatives is harvest volumes by year and over time. Alternative 2 stipulates five hears of
17.48 MMBF harvested followed by 4.43MMBF for five years. Table 17 reveals that 13.6 direct FTE at an
average monthly wage of $4,568 can be supported along with 7.3 indirect FTE at an average monthly wage
of $7,377 and 10.2 induced FTE at an average monthly wage of $2,284. This is the average impact over ten
years. While employment totals only differ by 0.1 FTE, Subtle differences and slight variations in estimated
wages by effect, account for different net present value monetary flows between Alternative 2 and Alternative
2’ in table 18. Alternative 2’ could provide $29,721 more in direct wages, $25,148 more in indirect wages, and
$10,759 more in induced wages. The other net present value monetary flows between these two alternatives
vary by category, with Alternative 2’ providing a greater flow for all categories except excise taxes, where
Alternative 2 provides $936,104 or $169,751 more. The sum of all net present value monetary flows indicates
that Alternative 2’ provides the greatest potential contribution to Clallam County at $57,079,983. Alternative
2 would provide $56,685,102 or a net loss to Clallam County of $394,881 relative to the best alternative.

Alternative 3 provides the next best increase in employment at 22.4 FTE with an average monthly wage of
$4,477 with LWP $490. That employment effect is aggregated from 9.8 FTE in the forest product industry
paying an average monthly wage of $4,600, 5.3 indirect FTE in the supply chain, paying an average monthly
wage of $7,257, and 7.3 induced jobs in the general economy at an average monthly wage of $2,294. Alternative
4 ranks third with 21.5 FTE at an average monthly wage of $4,489 with LWP $502. That employment effect
is aggregated from 9.4 FTE in the forest product industry paying an average monthly wage of $4,610, 5
indirect FTE in the supply chain, paying an average monthly wage of $7,352, and 7 induced jobs in the
general economy at an average monthly wage of $2,283. Alternative 5 ranks fourth with 18.3 FTE at an
average monthly wage of $4,472 with LWP $485. That employment effect is aggregated from 8 FTE in the
forest product industry paying an average monthly wage of $4,596, 4.3 indirect FTE in the supply chain,
paying an average monthly wage of $7,304, and 6 induced jobs in the general economy at an average monthly
wage of $2,276. Alternative 1 makes the smallest contribution to Clallam County in terms of employment
and income with 7.6 FTE at an average monthly wage of $4,473 with LWP $486. That employment effect
is aggregated from 3.3 FTE in the forest product industry paying an average monthly wage of $4,632, 1.8
indirect FTE in the supply chain, paying an average monthly wage of $7,241, and 2.5 induced jobs in the
general economy at an average monthly wage of $2,284. The cost to Clallam County of Alternative 1 relative
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to Alternative 2’ in terms of wages and employment is 23.5 FTE at an average monthly wage of $4,480 and
LWP $493.

Any alternative selected other than Alternative 2’ results in losses to Clallam County from the direct, indirect
and induced economic impacts analyzed in this study. However, foregone potential sustainable community
development also involves sectors not explicitly examined, and thus could be greater. Many opportunities
exist for growth in wood fiber value added activities, from manufacture of wood products like trusses and
windows, to the development of a new associated sector like cross laminated timber, a renewable substitute
for the carbon intensive building materials steel and concrete. And then there is the potential of biofuels
and the production of renewable cellulose based liquid fuels that can substitute for fossil fuel products in
transportation.

Table 18 presents the net present value of monetary flows over each of the sustainable ten year harvest
alternatives, discounted at the 2 percent rate used by DNR. This makes possible direct comparison of the
contributions of Alternatives 1 through 5 in terms of direct wages, indirect wages, induced wages, local and
state business taxes, harvest revenues to junior taxing districts and excise tax revenues. These are summed to
create a total net present value for monetary benefits to be derived by Clallam County under each alternative.

The results in table 18 reinforce the comparative distributive analysis above. Alternative 2’ provides the
greatest monetary contribution to Clallam County at $57,079,983. All other alternatives provide less in
monetary flows and thus represent a loss in potential monetary gains to the county. In descending order,
Alternative 2 provides $56,685,102, for a net loss of $394,876. Alternative 3 provides $44,785,801 in monetary
flows, for a net loss of $11,899,306. Alternative 4 provides $43,385,871 for a net loss of $13,299,236. Alternative
5 provides $39,103,831 for a net loss of $17,581,276. Alternative 1, with $24,350,203 in monetary flows would
cost Clallam County $32,334,905.

Table 17: Summary of employment, wages, and living wage premium by DNR Sustainable Harvest Alternative.

— DIRECT — — INDIRECT — — INDUCED — — TOTAL —

FTE Wage LWP FTE Wage LWP FTE  Wage LWP FTE Wage LWP
Al 3.3 $4632 $645 1.8 $7,241 $3254 25 $2284 $-1,716 7.6 $4,473 $486
A22 13.6 $4,568 $601 7.25 $7377 $3,909 10.15 $2,284 $-1,711 31  $4,483 $496
A2 136 $4,604 $617 7.3 $7,323 $3336 102 $2280 $-1,707 31.1 $4,480 $493
A3 9.8 $4,600 $613 53 $7257 $3,270 7.3 $2294 $-1,693 224 $4,477 $490
A4gc 94 $4610 $623 50 $7,352 $3365 7.0 $2,283 $-1,704 21.5 $4,489 $502
A5 8 $4,5906 $609 43 $7304 $3,317 6.0 $2,276 $-1,711 183 $4,472 $485

a,c: Averages weighted by distribution of harvest over the ten year period.
b: Rounding to tenths of FTE would imply totals in A2 and A2’ are the same, where they actually differ slightly.
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Table 18: Summary of present value of employment wages, business taxes, and timber revenues by DNR,
Sustainable Harvest Alternative.

Alt 1 Alt 2 Alg 278 Alt 3 Alt 4 Alt 5
Direct wages $1,833,824  $7,482,175  $7,511,896  $5,408,280  $5207,583  $4,411,083
Indirect wages $1,563,674  $6,388,236  $6,413,384  $4,614,325  $4,444473  $3,767,944
Induced wages $681,134  $2,779,280  $2,790,039  $2,009,053  $1,933,736  $1,638,320
Local taxes $149,613 $627,108 $629,536 $453,209 $433,888 $360,152
State taxes $254,758  $1,023,173  $1,027,139 $739,449 $713,856 $613,220
Harvest rev. $9,194,865 $37,449,027 $37,941,636 $27,037,688 $25,650,543 $22,081,349
Excise taxes $10,672,334 $936,104 $766,353  $4,523,795  $5,001,793  $6,231,763

Total product®  $24,350,203 $56,685,102 $57,079,983 $44,785,801 $43,385,871 $39,103,831

a: Even-flow version of Alternative 2.
b: Discount rate = 0.02
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Appendix A: The Language of Economic Development

Economic Impact Analysis - It is often important to know how changes in business operations will affect
the local, regional or state-wide economy. A number of measures have been developed to gauge those affects.
In general, a change might expand the local economy or cause it to contract. These changes are driven by
expenditures: if a business spends more (or less), or if sales increase (decrease), the income of those receiving
those monies will increase (decrease). With more income, they spend more, creating more income elsewhere.
In this process some of the monies spent are drained away from the local economy. This drain, or leakage,
results when things are purchased from suppliers or retailers located outside the local economy. Economic
impact analysis traces those expenditure flows and quantifies the resulting changes in employment, income,
and tax revenues.

Economic Multipliers - Changes in income and/or expenditures create subsequent rounds of additional
income and/or expenditures. Leakages resulting from income and/or expenditures exiting the local economy
limit the total expansion (contraction). The total change - initial change to final result - is the multiplier
process.

Direct Effects - When a business expands production facilities, or adds a shift, or even a new employee, as
a result of a particular activity to be analyzed, the result is called a direct effect. It is called a direct effect
because it results from a decision made by the business under study. That direct effect then has subsequent
impacts.

Indirect Effects - Changes in employment in turn change the expenditures made to operate that business.
It may purchase more materials, contract for services, and have similar impacts on the supply chain. They
are called indirect effects because these changes occur in the supply chain and are caused by the direct effect.

Induced Effects - Direct and indirect effects create income for those newly employed. As they spend that
income, those expenditures support employment in establishments where the income is spent. These impacts
are thus induced by direct and indirect effects across the local economy.

Measures of Employment and Income - For each effect, direct, indirect and induced, FTE jobs can be
estimated by tracing expenditure flows. FTEs reported are based on average relationships for a particular
economic sector. For instance, we can determine that sales of $XX support xx direct jobs and create $xx in
wages; indirectly we see $YY sales, yy indirect jobs, and $yy in wages. Finally, those xx and xx jobs with $xx
and $yy in wages support zz induced jobs and $zz in wages. These relationships are captured by IMPLAN.

Using IMPLAN - Olympus Consulting uses IMPLAN to conduct economic impact analysis. IMPLAN
is “the standard.” It is a powerful model that can trace out changes between economic sectors using the
measures described above. If I know payroll in a sector, I can determine the sales necessary to support that
payroll. If T know payroll and sales, I can make more accurate estimates of indirect and induced effects. In
general, more information supports more accurate estimated economic impacts.

Living Wage Premiums (LWP) - To assess whether a job, on average, improves the quality of life for
families in Clallam County, we can use living wage analysis. For instance, we use a family of 4 (2 adults, one
working, with 2 children). An index for estimating living wages has been developed for each county in the
USA. In Clallam County, for 2016, the living wage for a family of four was $39,899. Olympus Consulting uses
a living wage premium (LWP)to assess a wage. Using the example above for that job in sector XX paying
$38,000, we have:

LW P = $38,000 — $39,899 = —$1, 899.

As the sign is negative, we see the new job in sector XX does not pay a living wage, even though that job
pays an above average wage. In fact, it is $1,899 short of a living wage for a family of four. In this way, the
LWP is a useful measures to assess the economic impacts of changes in employment in a county.
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