TSIS-CBS INTERFACE TRAINING
Script: PART V SECTION A - Scale for Payment

Slide 1 Title Page — Scale for Payment

Welcome to the BLM’s Training Course, titled “TSIS-CBS Interface Part V Section A - Scale for
Payment”

Slide 2 — Section A — Overview of Scale Contract and Methods

This training session will be broken out into three sections. Section A will provide an overview
of Scale Contracts and Methods.

Slide 3 - Welcome

Hi! This is Maria Caliva again from the BLM Salem District Office. Let’s get started.

Slide 4 - Objectives

For the purposes of this training we will abbreviate the term “Scale for Payment Contracts” to
“Scale Contracts”. The objectives for this part of the TSIS-CBS Interface Training are to familiarize
participants on the differences between Scale and Lump Sum Timber Sale Contracts. We will
briefly discuss some of the different scaling methods that may be available for use in your state.
The training will demonstrate situations that a user may encounter with a Scale Contract.
Because there are no differences in CBS with a Scale Contract versus a Lump Sum Contract, we
will focus just on the differences in TSIS. And, we will emphasize critical elements of Scale
Contracts in TSIS. We do want to emphasize that this training does not go into all the specific
requirements related to scale contracts.

Slide 5 - Topics

Here is a more detailed look into the topics we will be discussing in this overview section of the
training: A comparison of Lump Sum and Scale Contracts; The Types of Scale methodologies
available; Contract administration Challenges with Scale Contracts; Challenges in TSIS with Scale
Contracts; Guidelines for using TSIS with Scale Contracts; Volume Overrun and Underrun
scenarios, and the Importance of Activity Report Certification.

Slide 6 — Types of Timber Contracts

In the first module of this Interface training we mentioned that there are two general categories
of timber sale contracts: Lump Sum and Scale. For the Lump Sum contracts, we have already
covered the three different ways of paying for the contract, which are - Paid in full, or a cash



sale Paid in installments, and Use of a payment bond. Purchasers have these same payment
options with a Scale Contract. We have already discussed how Cash Sales, Installment
Payments, and Payment Bonds work in the Interface, so we will not repeat items already
brought up in Parts Il, lll and IV of this training. The example contract we will demonstrate in
Part V Section B will involve the use of a Payment Bond. The example contract in Part V Section
C will involve the use of Installment Payments.

Slide 7 — Overview of Scale Contracts

In a lump sum contract, there is a fixed total contract value. The Purchaser pays for the total
purchase price of the contract, regardless of the volume that is actually removed. For example,
if the advertised volume is 2 million board feet, but the Purchaser cuts and removes only 1.5
million board feet, they are still required to pay for 2 MMBF of timber. Conversely, if the
Purchaser cuts and removes 3 million board feet, they are still only required to pay for value of
the 2 million board feet that was in the contract.

In contrast, with a scale contract the Purchaser pays only for the volume that is cut and
removed from the contract area and scaled. So if the advertised contract volume is 2 million
board feet, but the scale shows that only 1.5 million board feet was cut and removed, the
Purchaser is only obligated to pay for 1.5 MMBF. With both contracts the volume of wood
products available for harvest is first estimated by cruising, though the cruise intensity is not as
intensive with a scale contract as a lump sum contract. Also, in both types of contracts any
timber must be paid for prior to cutting.

Slide 8 — Reasons for Scale Contracts

Whether timber will be sold under a Lump Sum or Scale Contract is at the discretion of the BLM.
Per BLM regulations, 43 CFR 5422.1, regarding Volume Measurements - “As a general practice,
the Bureau will sell timber on a tree cruise basis”. However, BLM managers have the option of
electing to use Scale Contracts in the following situations: When it is impossible to determine
the tree cruise volume within a reasonable degree of accuracy; When a timber disaster has
occurred, a critical resource loss is imminent, and measurement practices (tree cruise) are
inadequate to permit orderly disposal of the damaged timber. And in Density Management
forest treatments when the quadratic mean diameter of the trees to be cut and removed is
equal to or less than 20 inches. Currently, there is a great reliance on the use of scale contracts
in many BLM field offices to expedite the harvest of fire and insect killed timber to capture the
highest wood value before deterioration.

Slide 9 — Types of Scale Methodologies

There are several methodologies that could be used in a scale contract, including:

100% Scale, which is a method where the actual volume removed is determined by actually
scaling 100% of the logs (loads) removed from the contract cutting area. BLM certified log
scalers must conduct the scaling unless third-party scaling is authorized per 43CFR 5422.2. If



third-party scaling is authorized, this CFR clause requires that the BLM contracts with a third-
party, usually a scaling bureau, to scale every load from a contract cutting area either from a
scaling ramp set up near the contract area or on a scaling deck as it is unloaded at the mill yard.
Sample scaling is a method where only a sub-sample of the log loads are scaled and statistically
expanded to the entire contract volume based on the number of loads hauled.

Weight Sample Scale is a method where all log loads are weighed at a certified weight scale
location and all weight tickets are submitted to the BLM office and included in the official
contract file. The Bureau can either perform a sample scaling itself or contract with a third
party to sample scale a certain percentage of the loads to determine a weight-per-board-foot
volume ratio. This ratio will change over the life of the contract based on statistical expansion
of the sample scaling. The total weight is then converted, based on that sampled ratio, to
determine the total volume and subsequently the total value of the contract.

With the 100% Weight method, purchasers bid on and pay for timber by the ton. No sample
scaling is performed and no contract specific weight-volume ratio is developed for payments;
however for annual performance accomplishment reporting, the total weight is converted to
MBF based on a weight-to-volume ratio to convert the total weight to MBF. All loads are
weighed at a State-certified weight scale. State Directors must approve the methodologies used
in their respective states.

Slide 10 — Considerations for Selecting Contracting Method

Because of the complexities associated with scale contracts, it is highly recommended that the
Field Forester coordinate with their respective District or State Forester early in the timber
contract planning process if they anticipate utilizing a scale for payment contract. The selection
of the contracting method, whether it be lump sum or scale, has many factors that need to be
considered. Subsequent slides will briefly outline some of those items.

Slide 11 — Scale Contract Preparation Considerations

Discussions that need to occur early in this coordination effort, include: Does the proposed
timber harvesting meet the criteria for using a scale contract? How will the contract volume
estimates be determined and what is an acceptable cruise sampling error. For example, how
many sample points are needed to meet a particular sampling error?

What are the trade-offs, including costs, of marking the timber with paint and cruising to
acceptable standard for a lump sum contract; versus not marking the timber with paint and
designating timber to be cut utilizing “Designation by Description” or “Designation by
Prescription” methods for a scale contract, which establishes advertised volume with a lower
level cruise accuracy and scaling the timber for payment? What are the accepted standards in
your region for establishing sold timber volume; Lump Sum, weight, scaling, or some
combination of methods?



What is the impact of the contract and measurement method selection on Workload? Scale
contract administration can have a very dramatic impact on workload for the field forester.
While less field work may be needed in contract preparation, there is much more work required
in contract administration.

Slide 12 — Scale Contract Preparation Considerations (cont’d)

What products are going to be offered? Will different species be combined? Will biomass be
offered? How will these products be measured? What are the merchantability specifications?
How will the volume be defined in the contract? Which is to say, what unit of measurement will
be utilized? For example, MBF or Tons?

Slide 13 — Scale Contract Administration Considerations

The discussion also needs to consider items that develop later in the contracting process,
particularly during contract administration. These items include: For contracts using log scaling
or weight sample scale methodologies, what is the availability of BLM scalers or third party
scaling bureaus and what are the costs? What is the availability and locations of state certified
scales. What will the purchaser be required to put on the scale tickets, for example — does
volume have to be tracked by unit number? When will the purchaser be required to turn in
those tickets? Is the Field Forester familiar with tracking scale contracts in TSIS? Have they been
properly trained? What will the procedures be for adding or deleting volume to the contract?
How will follow up cruising and scaling be performed to determine if merchantable forest
products were left in the contract area by the purchaser and how will the purchaser be charged
for these unharvested products.

Slide 14 - Challenges with Scale Contracts

There is usually not one right answer to any of these questions. Local conditions, tempered by
laws and regulations will dictate the appropriate answer. And that answer can change from one
contract to another, based on those local conditions. But there is one wrong answer: “Well, we
didn’t think about that.” The questions outlined in the past few slides are not intended to be
the only questions that can arise related to scale contracts, but all of these questions should be
considered and discussed.

Slide 15 — Guiding Principles

Regardless whether you use a Lump Sum or Scale Contract, there are two overarching, guiding
principles that you should consider in answering these questions. These are: Are you achieving
the management objectives for the lands involved with the contract? Is the contract in the best
interest of the Public, which includes getting fair market value of the products removed?



Slide 16 — TSIS Challenges with Scale Contracts

There are some specific challenges related to Scale Contracts with TSIS. TSIS was developed for
Lump Sum Contracts. Under a Lump Sum Contract, we establish a value and a volume per acre
and payments are based on that premise. Under a Scale Contract, payments are based upon
value and volume removed and scaled to date, which will most likely be different than the acre
to value and volume ratios TSIS is using. Billings are usually required before all of these scale
reports are received. One of the challenges with scale contracts in TSIS is in reconciling the
difference between the reported value and volume of acres yarded to date versus the value and
volume scaled to date. Enhancements to TSIS are in progress to better address the
administration of Scale Contracts, but these enhancements are not likely to be available until
Fiscal Year 2016.

Slide 17 — Critical Scale Contract Issue Activity Report Certification

The most critical feature in TSIS related to Scale Contracts is the certification of Activity Reports.
We have discussed in earlier sessions of this training that activity reports need to be certified
before a bill can be generated and sent to the purchaser. This activity report certification will
also identify the accounts earned receipts are to be deposited in, such as shown in the red box
on this screen. If the volume entered for a unit during the Sale Definition phase of TSIS is higher
than what the purchaser actually removes, the purchaser could be overbilled. If the user
certifies all acres in a specific unit cut and yarded and then later realizes that the scaled volume
for that unit is less than that initially defined, money will have to be refunded from an earned
account because of the overbilling. This will truly ‘ruin your day’ as well as the day for others,
including your Field Manager. It may also damage your business relationship with the
purchaser. We will be discussing ways to avoid this potential overbilling situation in the
examples with this training.

The underlying concept to avoid potential overbilling is called a Hold-Back. Simply put, the
Hold-Back involves not initially certifying all acres that are cut and yarded in a Unit during the
Activity Report certification process. At the end of the contract, or at a strategic period in the
contract where operations have been suspended, and the actual scaled volume is known for a
unit or all units to date, a negative scale adjustment modification can be processed and the
acres involved in the hold-back can be reported. These training exercises will demonstrate how
to implement a Hold-back and also explain the concept in more detail. This Hold-back issue is
one of the items the Field Forester and their respective District or State Lead need to discuss
early in the contract preparation process.



Slide 18 — UnderRun and OverRun on Scale Contracts

The just mentioned scenario, where the actual volume removed is less than the original
estimate is often referred to as “UnderRun”. The opposite situation, where the volume
removed is greater than the original estimate is called “OverRun”. TSIS users need to be
cognizant that any Scale Contract will probably either UnderRun or OverRun. And to add
additional complexity, within any particular contract, some harvest units may UnderRun, while
others may OverRun. Regardless of whether a contract UnderRuns or OverRuns, the contract
will need to be modified to account for the scale adjustment.

The key point is to closely monitor value and volume of the scale reports against the actual
acres and volume and value removed to date. If there are no significant differences occurring, a
single negative or positive scale adjustment may be necessary only at the end of the sale. If the
Contract Administrator notices some large discrepancies, they may want to pick a strategic
period (such as when no activity is occurring on the contract during seasonal shutdowns) to
process an interim scale adjustment. We will be demonstrating two contracts in a few minutes,
one with an UnderRun and the other with an OverRun, so you will become more familiar with
both.

Slide 19 — Example Load Tickets

One requirement of a scale contract is the submittal of load tickets. Here is an example of two
blank tickets. As there is no national BLM form standard for a load ticket, each state can
develop their own scale ticket formats and contents.

Slide 20 — Scale Reports — Ticket Tracker

For some public domain states, the load ticket submittals to the BLM often include a summary
report. In western Oregon, individual load tickets are mailed to the Field Office and entered into
Ticket Tracker. This screen shows an example from Oregon showing the load ticket, date,
delivery point, and a volume summary of each individual load. Ticket Tracker has the capacity
to summarize the cumulative volume and value of all scale tickets to date by species, delivery
location, gross versus net volume, and value. This scale report is what the Contract
Administrator would use to compare the volume and value cut and yarded to date to the TSIS
Activity Report’s value and volume reported to date.



Slide 21 — Example of a Ticket Tracker Scale Report

This slide shows an example of a mid-sale scale report from Ticket Tracker that the User would
use to assist them with entering Activity Report information. Note that this was a weight
sample scale. Also note that the Ticket Tracker produces the cumulative volume and value
removed to date.

Slide 22 — Example Scale Report from Purchaser

For weight scale contracts, load tickets are sometimes summarized in bi-monthly reports similar
to the example here from Montana. Because PD states do not yet have access to the use of
Ticket Tracker, cuff records or spreadsheets are generally used to track cumulative scale records
and used to compare to Activity Reports.

Slide 23 — TSIS Scale Report

TSIS users should enter the information from these scale reports into TSIS through the use of
the Scale Report.

Slide 24 — TSIS Scale Report Example

This screen shows an example of a completed TSIS scale report. We will be discussing this
report in more detail in the training examples. Also the functionality of the Scale Report in TSIS
has recently changed in the TSIS-CBS Interface. We will also discuss this change in functionality
in the upcoming training examples.

Slide 25 - Recap

To recap what we just discussed in Section A. Coordination between Field Forester and
respective District/State Lead is essential early in scale contract preparation process. They
should use the questions outlined in this session as a starting point in this coordination.
Certification of activity reports is a very critical step in scale contract administration. If not
managed correctly, this could result in overbilling of purchasers. The correction of an overbilling
is not an easy or desirable process. The Contract Administrator probably won’t know for certain
if a scale contract will UnderRun or OverRun early in the process. One step in preventing an
overbilling is a concept called a “Hold-back”. Using a hold-back can make contract modifications
to reduce volumes and values much easier.

Slide 26 — End of Section A

This completes the first part of the Interface training related to Scale Contracts. Nextin PartV -
Sections B and C we will walk through some examples in TSIS on how to address Scale
Contracts. Thanks for listening!



