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SECOND SUBSTI TUTE SENATE BI LL 5074

Passed Legislature - 2003 Regul ar Session
St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on

By Senate Committee on Ways & Means (originally sponsored by Senators
Morton, Cke, Doumt, T. Sheldon, Fraser and Rasmussen; by request of
Commi ssi oner of Public Lands)

READ FI RST TI ME 02/ 19/ 03.

AN ACT Relating to the authority of the departnment of natural
resources to contract for the harvest of tinber fromstate trust |ands;
amendi ng RCW76. 12. 030, 76.12.120, 79.64.040, 43.85.130, and 84. 33. 078;
reenacting and anending RCW 43.79A 040 and 84.33.035; adding a new
chapter to Title 79 RCW and creating new secti ons.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEWSECTION. Sec. 1. The legislature finds that it is in the best
interest of the trust beneficiaries to capture additional revenues
while providing for additional environnmental protection on tinber
sales. Further, the legislature finds that contract harvesting is one
met hod to achi eve these desired outcones. Therefore, the legislature
directs the departnment of natural resources to establish and inplenent
contract harvesting where there exists the ability to increase revenues
for the beneficiaries of the trusts while obtaining increases in
envi ronment al protection.

NEW SECTION. Sec. 2. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.
(1) "Conm ssioner"” nmeans the conm ssioner of public |ands.

p. 1 5074-S2. SL
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(2) "Contract harvesting" neans a tinber operation occurring on
state forest lands, in which the departnent contracts with a firm or
individual to perform all the necessary harvesting work to process
trees into logs sorted by departnent specifications. The depart nent
then sells the individual |og sorts.

(3) "Departnment” neans the departnment of natural resources.

(4) "Harvesting costs" are those expenses related to the production
of log sorts froma stand of tinber. These expenses typically involve
road building, |abor for felling, bucking, and yarding, as well as the
transporting of sorted logs to the forest product purchasers.

(5) "Net proceeds" neans gross proceeds froma contract harvesting
sal e | ess harvesting costs.

NEW SECTION. Sec. 3. (1) The departnent may establish a contract
harvesting program by directly contracting for the renoval of tinber
and ot her valuable materials fromstate | ands.

(2) The contract requirenments nust be conpatible with the office of
financial managenent's guide to public service contracts.

(3) The departnment may not use contract harvesting for nore than
ten percent of the total annual volume of tinber offered for sale.

NEWSECTION. Sec. 4. The contract harvesting revol ving account is
created in the custody of the state treasurer. All receipts fromthe
gross proceeds of the sale of logs froma contract harvesting nust be
deposited into the account. Expenditures fromthe account nay be used
only for the paynent of harvesting costs incurred on contract
harvesting sales. Only the comm ssioner or the comm ssioner's designee
may authorize expenditures from the account. The board of natura
resources has oversight of the account, and the comm ssioner nmnust
periodically report to the board of natural resources as to the status
of the account, its disbursenent, and receipts. The account is subject
to allotnment procedures under chapter 43.88 RCW but an appropriation
is not required for expenditures.

When the logs froma contract harvesting sale are sold, the gross
proceeds nust be deposited into the contract harvesting revolving
account. Moneys equal to the harvesting costs nust be retained in the
account and be deducted from the gross proceeds to determ ne the net
pr oceeds. The net proceeds from the sale of the |ogs nust be

5074-S2. SL p. 2
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distributed in accordance with RCW43.85.130(1)(b). The final receipt
of gross proceeds on a contract harvesting sale nust be retained in the
contract harvesting revol ving account until all required costs for that
sal e have been paid. The contract harvesting revolving account is an
i nterest-bearing account and the interest nust be credited to the
account. The account bal ance may not exceed one mllion dollars at the
end of each fiscal year. Mneys in excess of one mllion dollars nust
be di sbursed according to RCW 76. 12. 030, 76.12.120, and 79.64.040. |If
the departnent permanently discontinues the use of contract harvesting
sal es, any suns remaining in the contract harvesting revol ving account
must be returned to the resource managenent cost account and the forest
devel opnent account in proportion to each account's contribution to the
initial balance of the contract harvesting revol ving account.

NEW SECTION. Sec. 5. The board of natural resources nust
determ ne whether any special appraisal practices are necessary for
| ogs sold by the contract harvesting processes, and if so, nust adopt
t he speci al appraisal practices or procedures. 1Inits consideration of
speci al appraisal practices, the board of natural resources nmnust
consi der and adopt procedures to rapidly market and sell any log sorts
that failed to receive the required mninum bid at the original
auction, which my include allowng the departnent to set a new
apprai sed value for the unsold sort.

The board of natural resources nust establish and adopt policy and
procedures by which the departnent evaluates and selects certified
contract harvesters. The procedures nust include a nethod whereby a
certified contract harvester nmay appeal a decision by the departnent or
board of natural resources to not include the certified contract
harvester on the list of approved contract harvesters.

Sec. 6. RCW76.12.030 and 1997 ¢ 370 s 1 are each anended to read
as follows:

If any land acquired by a county through foreclosure of tax |iens,
or otherwi se, cones within the classification of |and described in RCW
76.12.020 and can be used as state forest land and if the departnent
deens such | and necessary for the purposes of this chapter, the county
shal |, upon demand by the departnent, deed such |land to the departnent
and the | and shall becone a part of the state forest | ands.

p. 3 5074-S2. SL
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Such land shall be held in trust and adm ni stered and protected by
the departnment as other state forest |lands. Any noneys derived from
the lease of such land or from the sale of forest products, oils
gases, coal, mnerals, or fossils therefrom shall be distributed as
fol | ows:

(1) The expense incurred by the state for admnistration,
reforestation, and protection, not to exceed twenty-five percent, which
rate of percentage shall be determined by the board of natural
resources, shall be returned to the forest devel opnent account in the
state general fund.

(2) Any bal ance remaining shall be paid to the county in which the
land is located to be paid, distributed, and prorated, except as
hereinafter provided, to the wvarious funds in the sane nmanner as
general taxes are paid and distributed during the year of paynent:
PROVI DED, That any such balance remaining paid to a county with a
popul ati on of |ess than sixteen thousand shall first be applied to the
reduction of any indebtedness existing in the current expense fund of
such county during the year of paynent.

In the event that the departnent sells logs using the contract
harvesting process described in chapter 79.-- RCW (sections 2 through
5 of this act), the noneys derived subject to this section are the net
proceeds fromthe contract harvesting sale.

Sec. 7. RCW76.12.120 and 2000 ¢ 148 s 2 are each anended to read
as follows:

Except as provided in RCW 76.12.125, all land, acquired or
designated by the departnent as state forest |land, shall be forever
reserved from sale, but the tinber and other products thereon may be
sold or the land may be leased in the sane manner and for the sane
purposes as is authorized for state granted land if the departnent
finds such sale or lease to be in the best interests of the state and
approves the terns and conditions thereof.

Except as provided in RCW 79.12.035, all noney derived from the
sale of tinber or other products, or from |lease, or from any other
source from the |and, except where the Constitution of this state or
RCW 76.12.030 requires other disposition, shall be disposed of as
fol | ows:

5074-S2. SL p. 4



© 00 N O Ol WDN P

N NR R R R RRRPRR R
O © 0o N O o W NP O

22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

(1) Fifty percent shall be placed in the forest devel opnent
account .

(2) Fifty percent shall be prorated and distributed to the state
general fund, to be dedicated for the benefit of the public schools,
and the county in which the land is |ocated according to the relative
proportions of tax levies of all taxing districts in the county. The
portion to be distributed to the state general fund shall be based on
the regular school |evy rate under RCW 84.52.065 as now or hereafter
anmended and the levy rate for any maintenance and operation specia
school | evies. Wth regard to the portion to be distributed to the
counties, the departnent shall certify to the state treasurer the
anounts to be distributed within seven working days of receipt of the
noney. The state treasurer shall distribute funds to the counties four
times per nonth, with no nore than ten days between each paynent date.
The noney distributed to the county shall be paid, distributed, and
prorated to the various other funds in the same manner as general taxes
are paid and distributed during the year of paynent.

In the event that the departnent sells logs using the contract
harvesting process described in chapter 79.-- RCW (sections 2 through
5 of this act), the noneys received subject to this section are the net
proceeds fromthe contract harvesting sale.

Sec. 8. RCW79.64.040 and 2001 ¢ 250 s 16 are each anended to read
as follows:

The board shall determ ne the anobunt deenmed necessary in order to
achi eve the purposes of this chapter and shall provide by rule for the
deduction of this amunt from the noneys received from all |eases,
sales, contracts, licenses, permts, easenents, and rights of way
i ssued by the departnent and affecting public |ands, provided that no
deduction shall be made from the proceeds from agricultural college
| ands. Moneys received as deposits from successful bidders, advance
paynments, and security under RCW 79.01.132 and 79.01.204 prior to
Decenber 1, 1981, which have not been subjected to deduction under this
section are not subject to deduction under this section. The
deductions authorized under this section shall in no event exceed
twenty-five percent of the noneys received by the departnent in
connection with any one transaction pertaining to public |ands other
than second class tide and shore lands and the beds of navigable
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waters, and fifty percent of the noneys received by the departnent
pertaining to second class tide and shore lands and the beds of
navi gabl e waters.

In the event that the departnent sells logs using the contract
harvesting process described in chapter 79.-- RCW (sections 2 through
5 of this act), the noneys received subject to this section are the net
proceeds fromthe contract harvesting sale.

Sec. 9. RCW43.85.130 and 1981 2nd ex.s. ¢ 4 s 1 are each anended
to read as foll ows:

(1) The departnent shall deposit daily all noneys and fees
collected or received by the comm ssioner of public lands and the
departnent of natural resources in the discharge of official duties as
fol | ows:

(a) The departnent shall pay noneys received as advance paynents,
deposits, and security from successful bidders under RCW 79.01. 132 and
79.01.204 to the state treasurer for deposit under subsection (1)(b) of
this section. Moneys received from unsuccessful bidders shall be
returned as provided in RCW 79. 01. 204;

(b) The departnent shall pay all noneys received on behalf of a
trust fund or account to the state treasurer for deposit in the trust
fund or account after nmking the deduction authorized under RCW
76.12. 030, 76.12.120, ((and)) 79.64.040, and section 4 of this act;

(c) The natural resources deposit fund is hereby created. The
state treasurer is the custodian of the fund. Al noneys or suns which
remain in the custody of the conmm ssioner of public lands awaiting
di sposition or where the final disposition is not known shall be
deposited into the natural resources deposit fund. Disbursenent from
the fund shall be on the authorization of the conm ssioner or the
conmi ssioner's designee, wthout necessity of appropriation;

(d) If it is required by law that the departnent repay noneys
di sbursed under subsections (1)(a) and (1)(b) of this section the state
treasurer shal | transfer such noneys, wi t hout necessity of
appropriation, to the departnent upon demand by the departnent from
those trusts and accounts originally receiving the noneys.

(2) Money shall not be deened to have been paid to the state upon
any sale or lease of land until it has been paid to the state
treasurer.

5074-S2. SL p. 6



© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNDNDDNDNMNDMNMNMNMNMNNMNPEPPRPPRPPRPPRPERPEPRPPEPPREPE
N o oA WNEFE OO 0o NP WDNPE OO oo N O W DN e o

Sec. 10. RCW 43.79A.040 and 2002 ¢ 322 s 5, 2002 ¢ 204 s 7, and
2002 ¢ 61 s 6 are each reenacted and anended to read as foll ows:

(1) Money in the treasurer's trust fund may be deposited, invested,
and reinvested by the state treasurer in accordance wth RCW 43. 84. 080
in the sane manner and to the sane extent as if the noney were in the
state treasury.

(2) Al incone received frominvestnent of the treasurer's trust
fund shall be set aside in an account in the treasury trust fund to be
known as the investnent inconme account.

(3) The investnent inconme account may be utilized for the paynent
of purchased banking services on behalf of treasurer's trust funds
i ncl udi ng, but not limted to, depository, saf ekeepi ng, and
di sbursenent functions for the state treasurer or affected state
agencies. The investnent incone account is subject in all respects to
chapter 43.88 RCW but no appropriation is required for paynents to
financial institutions. Paynents shall occur prior to distribution of
earnings set forth in subsection (4) of this section.

(4)(a) Monthly, the state treasurer shall distribute the earnings
credited to the investnment incone account to the state general fund
except under (b) and (c) of this subsection.

(b) The following accounts and funds shall receive their
proportionate share of earnings based upon each account's or fund's
average daily balance for the period: The Washington prom se

scholarship account, the college savings program account, the
Washi ngton advanced college tuition paynent program account, the
agricultural local fund, the Anerican Indian scholarship endowrent
fund, the basic health plan self-insurance reserve account, the
contract harvesting revolving account, the Washington state conbi ned
fund drive account, the Washington international exchange schol arship
endownent fund, the devel opnental disabilities endowrent trust fund,
the energy account, the fair fund, the fruit and vegetable inspection
account, the ganme farm alternative account, the grain inspection
revolving fund, the juvenile accountability incentive account, the
rural rehabilitation account, the stadium and exhibition center
account, the youth athletic facility account, the self-insurance
revolving fund, the sulfur dioxide abatenent account, and the
children's trust fund. However, the earnings to be distributed shal

p. 7 5074-S2. SL
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first be reduced by the allocation to the state treasurer's service
fund pursuant to RCW 43. 08. 190.

(c) The follow ng accounts and funds shall receive eighty percent
of their proportionate share of earnings based upon each account's or
fund's average daily bal ance for the period: The advanced right of way
revolving fund, the advanced environnental mtigation revolving
account, the city and county advance right-of-way revolving fund, the
federal narcotics asset forfeitures account, the high occupancy vehicle

account, the 1ocal rail service assistance account, and the
m scel | aneous transportati on progranms account.
(5 In conformance with Article Il, section 37 of the state

Constitution, no trust accounts or funds shall be allocated earnings
wi thout the specific affirmative directive of this section.

Sec. 11. RCW84.33.078 and 1986 ¢ 65 s 1 are each anended to read
as follows:

When any tinber standing on public | and, other than federally owned
land, is sold separate from the l|and, the departnent of natural
resources or other governmental unit, as appropriate, shall state in
its notice of the sale or prospectus that tinber sold separate fromthe
land is subject to property tax and that the anount of the tax paid may
be used as a credit against any tax inposed with respect to busi ness of
harvesting tinber frompublicly owed | and under RCW84. 33.041. |f the
tinber frompublic land is harvested by the state, its departnents and
institutions and political subdivisions, or any nunicipal corporation
therein, the governnental unit, or governnental units, that harvest or
mar ket the tinber nust provide the harvester purchasing the tinber with
its harvesting and nmarketing costs as defined in RCW 84. 33. 035(7).

Sec. 12. RCW 84.33.035 and 2001 ¢ 249 s 1 and 2001 ¢ 97 s 1 are
each reenacted and anended to read as foll ows:

Unl ess the context clearly requires otherwi se, the definitions in
this section apply throughout this chapter.

(1) "Agricultural nethods" neans the cultivation of trees that are
grown on |and prepared by intensive cultivation and tilling, such as
irrigating, plowing, or turning over the soil, and on which all
unwanted plant growh is controlled continuously for the exclusive

5074-S2. SL p. 8
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purpose of raising trees such as Christmas trees and short-rotation
har dwoods.

(2) "Average rate of inflation" neans the annual rate of inflation
as determned by the departnent averaged over the period of tine as
provided in RCW84.33.220 (1) and (2). This rate shall be published in
the state register by the departnent not later than January 1st of each
year for use in that assessnent year.

(3) "Conposite property tax rate" for a county neans the tota
anount of property taxes levied upon forest lands by all taxing
districts in the county other than the state, divided by the total
assessed value of all forest land in the county.

(4) "Forest land" is synonynous with "designated forest |and" and
means any parcel of land that is twenty or nore acres or nultiple
parcels of land that are contiguous and total twenty or nore acres that
is or are devoted primarily to growing and harvesting tinber.
Designated forest land neans the land only and does not include a
residential honesite. The termincludes |and used for incidental uses
that are conpatible with the growi ng and harvesting of tinber but no
nore than ten percent of the | and may be used for such incidental uses.
It also includes the land on which appurtenances necessary for the
production, preparation, or sale of the tinber products exist in
conjunction with | and produci ng these products.

(5) "Harvested" neans the time when in the ordinary course of
business the quantity of tinber by species is first definitely
determ ned. The anount harvested shall be determ ned by the Scribner
Decimal C Scale or other prevalent neasuring practice adjusted to
arrive at substantially equival ent neasurenents, as approved by the
depart nent.

(6) "Harvester" means every person who fromthe person's own |and
or fromthe |and of another under a right or license granted by | ease
or contract, either directly or by contracting wth others for the
necessary | abor or mechanical services, fells, cuts, or takes tinber
for sale or for comercial or industrial use. Wen the United States
or any instrunentality thereof, the state, including its departnents
and institutions and political subdivisions, or any municipa
corporation therein so fells, cuts, or takes tinber for sale or for
commercial or industrial use, the harvester is the first person other
than the United States or any instrunentality thereof, the state,

p. 9 5074-S2. SL
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including its departnents and institutions and political subdivisions,
or any nunicipal corporation therein, who acquires title to or a
possessory interest in the tinber. The term "harvester" does not
i nclude persons performng under contract the necessary |[|abor or
mechani cal services for a harvester.

(7) "Harvesting and marketing costs" neans only those costs
directly associated with harvesting the tinber from the l|and and
delivering it to the buyer and may include the costs of disposing of
| oggi ng residues. Any other <costs that are not directly and
exclusively related to harvesting and marketing of the tinber, such as
costs of permanent roads or costs of reforesting the |land follow ng
harvest, are not harvesting and marketing costs.

(8) "lIncidental use" nmeans a use of designated forest land that is
conpatible with its purpose for growng and harvesting tinber. An
i ncidental use may include a gravel pit, a shed or land used to store
machi nery or equi pnent used in conjunction with the tinber enterprise,
and any other use that does not interfere with or indicate that the
forest land is no longer primarily being used to grow and harvest
ti nmber.

(9) "Local governnent" neans any city, town, county, water-sewer
district, public utility district, port district, irrigation district,
flood control district, or any other nunicipal corporation, quasi-
muni ci pal corporation, or other political subdivision authorized to
| evy special benefit assessnents for sanitary or storm sewerage
systens, donestic water supply or distribution systens, or road
construction or inprovenment purposes.

(10) "Local inprovenent district” neans any |ocal inprovenent
district, utility local inprovenent district, local utility district,
road inprovenent district, or any simlar unit created by a |ocal
government for the purpose of Ievying special benefit assessnents
agai nst property specially benefited by inprovenents relating to the
districts.

(11) "Owner" neans the party or parties having the fee interest in
| and, except where land is subject to a real estate contract "owner"
means the contract vendee.

(12) "Primarily" or "primary use" neans the existing use of the
land is so prevalent that when the characteristic use of the land is
eval uated any ot her use appears to be conflicting or nonrel ated.

5074-S2. SL p. 10
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(13) "Short-rotation hardwoods" neans hardwood trees, such as but
not limted to hybrid cottonwoods, cultivated by agricultural nethods
in grow ng cycles shorter than fifteen years.

(14) "Small harvester" neans every person who from his or her own
land or fromthe |land of another under a right or |icense granted by
| ease or contract, either directly or by contracting with others for
the necessary |abor or nechanical services, fells, cuts, or takes
tinmber for sale or for comrercial or industrial use in an anount not
exceeding two mllion board feet in a calendar year. Wen the United
States or any instrunmentality thereof, the state, including its
departnments and institutions and political subdivisions, or any
muni ci pal corporation therein so fells, cuts, or takes tinber for sale
or for comercial or industrial use, not exceeding these anobunts, the
smal | harvester is the first person other than the United States or any
instrunmentality thereof, the state, including its departnents and
institutions and political subdivisions, or any nunicipal corporation
therein, who acquires title to or a possessory interest in the tinber.
Smal | harvester does not include persons perform ng under contract the
necessary | abor or nechani cal services for a harvester, and it does not
i nclude the harvesters of Christmas trees or short-rotation hardwoods.

(15) "Special benefit assessnents” nmeans speci al assessnents | evied
or capable of being levied in any |local inprovenent district or
otherwi se |evied or capable of being levied by a |ocal governnment to
pay for all or part of the costs of a |ocal inprovenment and which may
be levied only for the special benefits to be realized by property by
reason of that |ocal inprovenent.

(16) "Stunpage value of tinber" neans the appropriate stunpage
val ue shown on tables prepared by the departnent under RCW 84. 33. 091,
provided that for tinber harvested from public Iand and sold under a
conpetitive bidding process, stunpage value shall nean the actual
anount paid to the seller in cash or other consideration. The stunpage
value of tinber from public land does not include harvesting and
marketing costs if the tinber from public land is harvested by, or
under contract for, the United States or any instrunentality of the
United States, the state, including its departnments and institutions
and political subdivisions, or any nunicipal corporation therein.
Whenever paynent for the stunpage includes considerations other than
cash, the value shall be the fair market value of the other

p. 11 5074-S2. SL
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consi derati on. If the other consideration is permanent roads, the
value of the roads shall be the appraised value as appraised by the
sel l er.

(17) "Tinber" means forest trees, standing or down, on privately or
publicly owned | and, and except as provided in RCW 84.33.170 includes
Christmas trees and short-rotation hardwoods.

(18) "Tinber assessed value" for a county neans a val ue, cal cul ated
by the departnment before Cctober 1st of each year, equal to the total
stunpage value of tinber harvested from privately owned land in the
county during the nost recent four calendar quarters for which the
information is available nmultiplied by a ratio. The nunerator of the
ratio is the rate of tax inposed by the county under RCW 84. 33. 051 for
the year of the cal cul ation. The denom nator of the ratio is the
conposite property tax rate for the county for taxes due in the year of
the cal cul ation, expressed as a percentage of assessed val ue.

(19) "Tinber assessed value" for a taxing district neans the tinber
assessed value for the county nultiplied by a ratio. The nunerator of
the ratio is the total assessed value of forest land in the taxing
district. The denomnator is the total assessed value of forest |and
in the county. As used in this section, "assessed value of forest
| and” neans the assessed val ue of forest |and for taxes due in the year
the tinber assessed value for the county is cal cul at ed.

(20) "Tinber managenent plan" neans a plan prepared by a trained
forester, or any other person wth adequate know edge of tinber
managenent practices, concerning the use of the land to grow and
harvest tinber. Such a plan includes:

(a) A legal description of the forest |and,

(b) A statenment that the forest land is held in contiguous
ownership of twenty or nore acres and is primarily devoted to and used
to grow and harvest tinber;

(c) A brief description of the tinber on the forest land or, if the
ti mber on the | and has been harvested, the owner's plan to restock the
land with tinber;

(d) A statenent about whether the forest land is al so used to graze
I i vest ock;

(e) A statenent about whether the | and has been used in conpliance
with the restocking, forest nmanagenent, fire protection, insect and
di sease control, and forest debris provisions of Title 76 RCW and
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(f) I'f the |l and has been recently harvested or supports a growth of
brush and noncommercial type tinber, a description of the owner's plan
to restock the forest land within three years.

NEW SECTION. Sec. 13. The departnent of natural resources mnust
provide a report to the appropriate commttees of the legislature
concerning the costs and effectiveness of the contract harvesting
program The report nust be submtted by Decenber 31, 2006.

NEW SECTION. Sec. 14. Sections 2 through 5 of this act constitute
a new chapter in Title 79 RCW

NEW SECTION. Sec. 15. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other

persons or circunstances is not affected.

Passed by the Senate March 17, 2003.

Passed by the House April 10, 2003.

Approved by the Governor May 14, 2003.

Filed in Ofice of Secretary of State May 14, 2003.
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