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H.R.3327, CABIN USER FEE FAIRNESS ACT OF
1999

MARCH 23, 2000

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON FOREST AND FOREST HEALTH,
COMMITTEE ON RESOURCES,
Washington, DC.

The Subcommittee met, pursuant to call, at 2 p.m., in room 1334
Longworth House Office Building, Hon. Helen Chenoweth-Hage
(chairman of the Subcommittee) presiding.

Members present: Representative Chenoweth-Hage.

STATEMENT OF HON. HELEN CHENOWETH-HAGE, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF IDAHO

Ms. CHENOWETH-HAGE. The Subcommittee on Forest and Forest
Health will come to order. The Subcommittee is meeting today to
hear testimony on H.R.3327, the Cabin User Fee Fairness Act of
1999 introduced by Representative George Nethercutt.

Under Rule 4(g) of the Committee rules, any oral opening state-
ments at hearings are limited to the Chairman and the Ranking
Minority Member. This will allow our witnesses to be heard sooner
and help Members and our witnesses keep to their schedules.
Therefore, if other Members do have any statements, they will be
entered into the record under unanimous consent.

Now today’s Subcommittee hearing is on H.R.3327, the Cabin
User Fee Fairness Act of 1999. I am pleased to be able to bring this
bill before the Subcommittee for discussion as it is long overdue
and most certainly needed to address the flawed Forest Service ap-
praisal policies for recreation resident user fees.

In October 1997, when the Subcommittee met on the issue of
recreation residence user fees, I made the observation that many
would like to portray the cabin leaseholders as wealthy aristocrats
making use of Forest Service land for well below fair market rates.
Sadly, this observation is still the basis for many of the arguments
that we continue to hear today.

But the truth of the matter is that the majority of cabin owners
are either retired or middle-class working families. The incomes of
these citizens do not allow for the excessive fee increases that the
Forest Service is proposing. The result of the substantially higher
fees will be to force out many middle-class cabin owners, allowing
only the wealthiest of Americans to enjoy these recreational oppor-
tunities. I do not think that is what any of us want.

The key is to look at the appraisals themselves. Based on the
ones that have been conducted, the Forest Service is making the
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same mistakes with this round of appraisals that it made in the
1980’s. The Forest Service wants to compare these cabins to pri-
vately-owned residences, but this obtains a false appraisal since
the cabins are not on private property and not subject to the same
constitutionally guaranteed rights we enjoy with private property.

Some simple differences are that cabin owners cannot use their
cabins all year long, and they cannot use them for commercial pur-
poses, and they cannot control access to their cabins, and they can-
not make improvements or even modifications to their cabins with
express approval from the Forest Service. In the marketplace, these
factors would have a very different bearing on an appraisal. If fair
market value is to be determined, then the key word here is fair.
We need to give the cabin owners a fair appraisal, a fair review
process and a fair user fee.

I would like to thank Mr. Nethercutt for introducing H.R. 3327
to correct this egregious situation and establish an appraisal proc-
ess for the Forest Service that is fair to taxpayers, as well as, cur-
rent cabin owners. I would also like to thank some folks who I see
in the audience who have played a very important role in helping
this bill along the way. Paul Allman, the director of Cabin Owner
Affairs for the American Land Rights Association, and Joe Corlett,
an appraiser from my home State in Idaho. Gentlemen, thank you
all for your hard work. I really appreciate you and I would also like
to add my thanks to the Appraisal Institute and the American Soci-
ety of Farm Managers and Rural Appraisers for their time and at-
tention to the details of this legislation.

The Chairman now recognizes Mr. Adam Smith for any state-
ments that he may have.

[The prepared statement of Ms. Chenoweth-Hage follows:]

STATEMENT OF HON. U.S. HON. HELEN CHENOWETH, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF IDAHO

Today’s Subcommittee hearing is on H.R. 3327, the Cabin User Fee Fairness Act
of 1999. I am pleased to be able to bring this bill before the Subcommittee for dis-
cussion as it is long overdue and most certainly needed to address the flawed Forest
Service appraisal policies for recreation resident user fees.

In October of 1997, when the Subcommittee met on the issue of recreation resi-
dence user fees, I made the observation that many would like to portray the cabin
leaseholders as wealthy aristocrats making use of Forest Service land for well below
fair market rates. Sadly, this observation is still the basis for many of the argu-
ments we continue to hear today.

But the truth of the matter is that the majority of cabin owners are either retired
or middle-class working families. The incomes of these citizens do not allow for the
excessive fee increases that the Forest Service is proposing. The result of the sub-
stantially higher fees will be to force out many middle-class cabin owners, allowing
only the wealthiest of Americans to enjoy these recreational opportunities.

The key is to look at the appraisals themselves. Based on the ones that have been
conducted, the Forest Service is making the same mistakes with this round of ap-
praisals that it made in the 1980s. The Forest Service wants to compare these cab-
ins to privately owned residences, but this obtains a false appraisal since the cabins
are not on private property and not subject to the same constitutionally guaranteed
rights we enjoy with private property.

Some simple differences are that cabin owners cannot use their cabins all year
long, they cannot use them for commercial purposes, they cannot control access to
their cabins, and they cannot make improvements or even modifications to their
cabins without express approval from the Forest Service. In the marketplace, these
factors would have a direct bearing on an appraisal. If fair market value is to be
determined, then the key word is fair. We need to give the cabin owners a fair ap-
praisal, a fair review process, and a fair user fee.
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I would like to thank Mr. Nethercutt for introducing H.R. 3327 to correct this
egregious situation and establish an appraisal process for the Forest Service that
is fair to taxpayers as well as current cabin owners. I would also like to thank some
folks who I see in the audience who have played an important role in helping this
bill along the way. Paul Allman, the Director of Cabin Owner Affairs for the Amer-
ican Land Rights Association, and Joe Corlett, an appraiser from my home State
of Idaho. Gentlemen, thank you for all your hard work. I would also like to add my
thanks to the Appraisal Institute and the American Society of Farm Managers and
Rural Appraisers for their time and attention to the details of this legislation.

Mr. SMITH. Actually, I do not have a statement at this time,
Madam Chair. I will just wait for the testimony. Thank you.

Ms. CHENOWETH-HAGE. Thank you, Mr. Smith. And now I would
like to recognize the author of this legislation, Mr. George
Nethercutt.

STATEMENT OF HON. GEORGE NETHERCUTT, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF WASHINGTON

Mr. NETHERCUTT. Thank you, Madam Chairman and Represent-
ative Smith. Thank you for being here and for holding this hearing
on our bill, the Cabin User Fee Fairness Act of 1999. I also want
to thank the staff, Veronica Rolocut and the other staff members
who have made this hearing possible. You have worked very well
with our staff and we appreciate that very much.

Madam Chairman, in 1915, Congress authorized the Recreation
Residence Program through the Term Permit Act, which allows
families to construct rustic cabins on small lots in areas of the for-
est set-aside for that purpose. Twenty years ago, the U.S. Forest
Service began its first appraisal cycle, basing the annual fees deter-
mined by 5 percent of the sites’ land only appraised sites. This
cycle of appraisals is now underway and I have heard from cabin
owners on Federal lands throughout Washington, Idaho and other
areas in the West who are experiencing enormous increases in
their annual fees. I suspect that every Member of this Panel who
may be here today has had constituents who have been affected by
this reappraisal that is currently going on. So it is of interest to
us as Representatives and of interest to those of us who represent
people who are affected by this issue.

In Washington, Oregon and Idaho there are more than 3,400
recreation residences on U.S. Forest Service lands and today many
of these cabins on Forest Service lands are still owned by the origi-
nal family. They have been passed down from generation to genera-
tion and used by a wide range of people in varying economic condi-
tions. I think this tradition is worth preserving. Speaking person-
ally, I as a young boy had parents who felt that recreation activity
at Priest Lake, Idaho was valuable and a valuable lifestyle to expe-
rience on weekends and in summers.

And so from a young age, I can recall my parents taking us to
our cabin, and it was not a Forest Service cabin or a State of Idaho
cabin. It was a fee simple cabin that had great freedom for the
landowner to do what we wished on our lot. And I know as a young
boy and now as an adult, I appreciate those times for families and
for people of modest income to have a place to go in the summer-
time that is clean and healthy and enjoyment of our natural re-
sources in our part of the world.
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In many cases under the current appraisal procedures, these
families are being unfairly penalized because of problems in the ap-
praisal process. I currently have an ownership interest in a State
of Idaho lease on the east side of Priest Lake, ID and I think the
Forest Service people, cabin owners have problems. You have got
to be in the State of Idaho. Our annual fees have been severely in-
creased in our appraisals and it is my own darn fault, because I
am working on this job and I am not able to be out where I like
to live and enjoy the summers like we have in the past. But it is
a tremendous financial burden for those of us who have State
leases as well as those who have Federal leases.

I think it is also having a negative impact on the tradition of
families who use these recreational residences as much during the
year as they can. We do not want, I do not believe to have people
priced out of the markets so that we only have millionaires or peo-
ple of means who are able to use these Forest Service lands. And
so with an enhanced appraisal process that results in the Forest
Service or other State agencies like the one I face, looking at bot-
tom lines and as a source of income rather than considering the
value to families to have—and moderate income families to have a
place to go in the summer and to enjoy the outdoors, I think we
are misplacing our priorities as a Federal Government.

I think as the appraisal process are inconsistent and increase,
they diminish the ability of a broad range of use of people to use
these facilities.

I spoke just yesterday with a gentleman who is a retired teacher.
His name is Jim Nestle, lives in Spokane, has a cabin up in Idaho
on Priest Lake and has lost his wife to cancer last year. They have
come up to this cabin in Priest Lake since 1952 and he said his
fee is now $4,000 a year. He said I am probably going to have to
sell this cabin, much to the chagrin of my grown daughters, who
are not people of means, and he said I am not a person of means.
I have got some retirement coming in from teaching over the years,
but I cannot afford it. He said it breaks my heart to lose this tradi-
tion of ownership.

So there is a real life example of a person who is in a tough situ-
ation under the circumstances of this increase fee appraisal. This
bill establishes a new appraisal process to set what I believe is a
fair fee for Forest Service cabins. Under the formula established by
the bill, appraisals would be based on the raw value of the land,
adjusted for structures and services provided by the Forest Service.
It addresses two major concerns with the current appraisal process.
The appraisal methodology currently used by the Forest Service is
not arriving at an appropriate value for the use of a lot by a cabin
owner. A Federal property differs from private land as the Chair-
man stated. You have a great deal of freedom if you own the land
in fee simple. If you are leasing it, you have great restrictions in
terms of what you can and cannot do. You cannot cut a tree. You
cannot paint the cabin. You cannot do a lot of things without get-
ting approval which makes sense, but on the other hand, it is a re-
duction in value. So these modifications are important and the tra-
ditional objectives of the Forest Service under the new appraisal
process, it seems to me, may not be being met because we are going
to lose these older families who have been on this property for
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years and really value the opportunity for middle income people to
have a chance to use it.

I want to hasten, as I close to say there should not be a fee,
Madam Chairman, and Members of the Subcommittee. There must
be a fee. I think that is fair. But the current, I think disparity in
the fee appraisal process today is problematic and that is what this
bill seeks to remedy—inconsistency in appraisal values in different
parts of the country and different States and it must, I think, in
a fee appraisal process take into account again, this very valuable
resource of having people of all income levels, not being shut out
from the ability to use our Forest Service lands for recreation pur-
poses, and the enhancement of their family needs and the family
needs of all people of all income.

As I said, I do not think we want to have every cabin on Priest
Lake, ID, for example, only used and owned by millionaires who
can afford the exorbitant costs in some cases where others cannot.

So with that I am delighted to have a chance to testify. I appre-
ciate your attention and would be happy to answer any questions.

Ms. CHENOWETH-HAGE. I would thank the gentleman for his fine
testimony on this very important issue to those of us in the North-
west areas. The Chair would remind all parties in the hearing
room that all cell phones must be turned off and that now you can
put cell phones on vibrate and still get the message that somebody
wants you.

So with that I would like to again thank Mr. Nethercutt and ask
Mr. Smith, do you have any questions?

Mr. SMmITH. Thank you, Madam Chair, I think everyone certainly
agrees, George, that we do not want to send people off the land
who have been there for a while for economic means and I think
there would be wide support for figuring out some way to try and
avoid that. But that does not necessarily, by itself, mean that fair
market value is not being found here. It does happen sometimes in
a given piece of property that is being leased goes up in value past
the means of the person who is there to afford. It just happens, eco-
nomically happens even on privately-held land, the value of the
land goes up. If you are leasing it, you cannot stay there. So it can
happen even if the fair market value is being accurately assessed.

And what I am most interested in is to figure out if the fair mar-
ket value is being accurately assessed and if not, why not. If there
is a problem here, like I said, and we have to come up with some
subsidy to allow some people to stay there who have been there for
a while, certainly that is something we can talk about, but it is a
little different than getting into whether or not the land is being
assessed. And I guess I am not really sharing clearly what it is
about the market-value process right now that is wrong other than
the fact that some of the properties happen to go. I think as you
know, not all of them. Some of them go down, some go up a little
bit and some go up a great deal, but you would think that would
naturally happen in terms of assessing the value of land.

And as far as the restrictions on the use, the Forest Service at
least has told me that is something they consider in determining
the fair market value of the land. So I would just like to sort of
get a clearer answer on what about the process is unfairly setting
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the value of the land? Because if we change that, it gets into a
whole lot of other issues. I will let you answer that question.

Mr. NETHERCUTT. Thanks for the question. It is a fair one. I
think what bothers me about it is the rapidity of the potential for
a change in the market that is not reflected in the appraisal proc-
ess, as well as the discount for whether you can use it all year
round. There has got to be a discount that says you have to get ap-
proval in order to do what you might want to do on your land.

I know people on Priest Lake, ID who have a public path in front
of their cabin and that is not taken into consideration in my best
judgment, I am informed, that you have traffic going in front of
your cabin all day as opposed to having privacy in your cabin. That
1s not reflected in the market value appraisal and then what hap-
pens if there is a dip in the market? Is there an automatic re-
appraisal that takes into account that dip?

My judgment is you look at the value of the land, you discount
for 1 guess the inability to have full control over the property that
you are leasing. You take into account a discount for the ability,
the inability to use the property all year round and that has got
clear reduction in value that I do not think is being observed. I
think they are looking more at what is the property worth here
versus next door for a fee simple or other property around the cor-
ner? And so I do not think, as I understand it, adequate consider-
ation is not given to those factors as well as when you have an in-
crease in value and somebody sells out just because they have to
sell out. I think that then puts—if the prices are so high—that it
is going to have, I think, an impact on the value that you may be
able to get for your cabin in 6 months. I think there is a seasonal
difference in when you sell your cabin. Is it worth $300,000 today
or is it worth $300,000 in the middle of winter? It probably is not
worth $300,000 in the middle of winter. I think that has to be
taken into account.

Mr. SMITH. You understand all that stuff, it cuts both ways. 1
mean I do not think if there was a sudden spike in value of the
landowners, who want you to come in at that point and reappraise.

Mr. NETHERCUTT. The question then becomes: Is the Forest Serv-
ice in the business of getting the highest market value it can or
should it just get a reasonable value?

Mr. SmiTH. That is a question I wanted to ask. Do you agree or
not that the policy of the Forest Service ought to be to get fair mar-
ket value?

Mr. NETHERCUTT. I think the question of fair market value is
subject to different definition.

Mr. SMITH. Certainly.

Mr. NETHERCUTT. But I think that the market is subject to such
change that it is very difficult to get fair market value at the time
that the appraisal is made. So how do you know what the fair mar-
ket value 1s going to be today? It may be different in 2 weeks. So
we do not want the Forest Service doing reappraisals every month.
So I think what they had best be advised is to look at the historical
value of the land, consider the potential for increases in market
value and then build in some kind of an inflation factor so there
is some certainty on the part of the lessee so they can say, “All
right, I can accept the fact that it is worth $100,000 today, but
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then let us set over the term of the lease some sort of incremental
increase that does not subject me to a $3,000 increase in 2 years.”
Everybody agrees on a number and the lessee and the lessor come
in and say, “Here is my value, here is your value,” and they say,
“OK, it is worth $100,000, but we are going to increase it 2 percent
a year or factor in inflation or something,” rather than say in 2
yﬁars, “Gosh, it is worth $3,000 more a year. You have got to pay
that.”

Mr. SmiTH. Right, and I guess in looking at the bill I am not sure
we completely capture all of the things that you just said. I would
be interested in getting there. It seems to me to be a little bit less
specific what is contained in the bill and you talk about a fair fee.
What is that? It just seems to me I am kind of hearing two mes-
sages. No. 1 is we want to get fair market value. No. 2, we do not
want that fair market value to be too much.

Mr. NETHERCUTT. Right.

Mr. SMITH. And I hear that, OK, but it is kind of a contradictory
statement and maybe there are things that we need to work out
for a specific situation here like I said, to say, “OK, fair market
value is not going to be the goal. We have got some people who we
need to protect here.” But if we are doing that, maybe we should
specify who it is we are going to protect as opposed to protecting
everybody regardless of economic means.

So as I look through this further and I know I am out of time,
but I want to sort of answer that question because it seems to me
like the main part of the argument is there are some people who
are being priced out by the fact that fair market value is being as-
sessed at a high level that they simply cannot afford. As you know
in our State, we have the same problem with property taxes.

Mr. NETHERCUTT. Sure.

Mr. SMITH. With people whose properties—they may have bought
a house on Mercer Island for $20,000 30 years ago, but now it is
worth a couple of million, we should all have such problems, by the
way

Ms. CHENOWETH-HAGE. The gentleman’s time is up.

Mr. SmiTH. OK, can I just wrap up, 10 seconds. Anyway, I just
want to look at the bill and make sure that we assess that and also
I want to hear from you and from the sponsors. What are we trying
to do here? Are we trying to get a fair market value or are we try-
ing to protect people who are being hurt by economics. Those can
be two different things and I want to make sure we account for
that. Thank you.

Ms. CHENOWETH-HAGE. Mr. Schaffer is recognized.

Mr. ScHAFFER. Thank you, Madam Chairman. I actually do not
have any further questions. I think the gentleman from Wash-
ington has covered any questions I might have had in his opening
remarks, but I would yield him with time I have if he has any ad-
ditional response to the previous question.

Mr. NETHERCUTT. Well, thanks, Representative Schaffer. I would
justm state that I do not think it should be the sole objective of the
Forest Service to get fair market value. I think there is great value
that ought to be factored into the appraisal process about whether
the tenant has been a good tenant, whether they have taken care
of the property, whether they are good stewards of the land. There
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ought to be some equity with respect to what is their economic con-
dition, what are we going to face with respect to hardships on peo-
ple, in particular.

Now I have not drafted that all into this bill, but I leave it to
the good judgment of the Subcommittee and the Committee to work
with us and we work with you and others who have an interest to
try to figure that out. But I think there has to be some sensible
determination that includes these various factors of lack of freedom
over your property and lack of annual full-time use and hardship
on families and ability to have people have access to the land and
the tradition of having a tenant have that property continue in
their control.

Ms. CHENOWETH-HAGE. Mr. Schaffer, did you yield your time to
Mr. Smith? OK.

Ms. Napolitano, you are recognized for questions.

Ms. NAPOLITANO. Thank you, Madam Chair. In reading some of
the background material and looking at some of the information
that has been given to us, it seems that there is an issue with
cabin holders’ ability to pay in some instances.

Could you tell me in that particular instance because I under-
stand that it was indicated that nationally more than 58 percent
of the people with cabin permits have either had decreases or rel-
atively moderate increases in permit fees. What do you consider
moderate increase?

Mr. NETHERCUTT. I do not have any definition of moderate in-
crease because it goes across the board. I think it is kind of like
pornography. I know it when I see it. I think $4,000 increase is too
high. And a lot of it depends—if you are a millionaire, it does not
bother you, but if you are a person of moderate income, it is going
to have an impact on you.

Ms. NApoLITANO. Then again, I bought my home again for
$14,500 almost 40 years ago. It is now up in the quarter of a mil-
lion. I pay taxes.

Mr. NETHERCUTT. Sure.

Ms. NAPOLITANO. All of us have to pay taxes and I am assuming
that these individuals who live in these cabins are not there full
time. This is not their full time home or residence.

Mr. NETHERCUTT. I cannot speak for the entire country, but I
would say you are right, for most of them it is not their full time
residence, but they do not own it either. You own yours. You own
your home. You can paint it any color you want. You can put trees
on it. You can cut them down.

Ms. NAPOLITANO. This is by choice.

Mr. NETHERCUTT. Sure, well, sure it is.

Ms. NAPOLITANO. Right. So essentially, and I agree—especially if
those individuals who are on fixed incomes—that they should have
some kind of ability to not necessarily negotiate, but be able to be
considered less able, if nothing else, to be able to meet those obliga-
tions, if it goes up by a tremendous percentage.

The estimate of the amount of money that the Department is
going to lose is somewhere in the vicinity of $4 million?

Mr. NETHERCUTT. I do not know that. Is that the case?

Ms. NAPoOLITANO. Eight to twelve million dollars is what we are
hearing.
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Mr. NETHERCUTT. Assuming that the appraisals are accurate and
the appraisal process is fair. I mean you could set the appraisal at
$500,000 a cabin and then argue that they are going to lose an
awful lot more.

Ms. NAPOLITANO. Right.

Mr. NETHERCUTT. The challenge is what is the fair market, what
is the fair appraisal?

Ms. NAPOLITANO. Just taking a low ball figure, who is going to
make up for that added income for the Forest Service to be able
to provide those residents with the support that they need?

Mr. NETHERCUTT. Well, as one who sits on the Appropriations
Committee and the Interior Subcommittee, and looks at the re-
sources that come into the Forest Service, I would think that that
is a minor problem for the Forest Service, that amount of money,
rather than a very major one.

What would happen would be, I am informed by my staff, it goes
back to the General Treasury.

Ms. NAapoLITANO. OK. Well, I just needed some information to
clarify where that additional funding would be able to come
through. Thank you.

Mr. NETHERCUTT. Thank you.

Ms. CHENOWETH-HAGE. I want to say for the record that you
sure have got a compelling case for the fact that the families that
play together, stay together and I keep saying that about activities
on our forest lands. I am also aware of the family traditions of peo-
ple of ordinary means and the fact that it was the purpose, stated
by Gifford Pinchot and President Theodore Roosevelt, to have peo-
ple settled in the national forests so that they can be, in essence,
watchdogs. Watchdogs for any mischief in our national forests and
it is somewhat sad to see the way it has changed. But I think that
you have brought a very well thought out bill to the Committee
and I think that it will help straighten out some of the ambiguities
in the process. Thank you very much for your good work.

Mr. NETHERCUTT. Thank you.

Ms. CHENOWETH-HAGE. On my time I would yield back to you,
the witness, if you have any further statements that you might
make for the record?

Mr. NETHERCUTT. Well, only to thank the Committee for its at-
tention and for your gracious welcome. I just think it is a problem
that cuts across the country. It really is something that I think the
Congress should address and it should be done fairly and thought-
fully. I am not saying no fee. I am just saying I think the spikes
are going to have lasting consequences, these spikes in income or
valuation are going to have lasting consequences and may result in
a different profile of person or family or individuals who use these
lands for recreational purposes, contrary to the original intent and
I think that original intent is a valid one. It should be sustained
and I think it can be sustained if this Subcommittee comes forward
with a markup on this bill, reporting it out in a way that is fair
to the Forest Service, but also fair to the values that are estab-
lished by family use of these properties at reasonable costs.

I thank you for your attention, your time, all of you, especially
you, Madam Chairman.

[The prepared statement of Mr. Nethercutt follows:]
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STATEMENT OF HON. GEORGE R. NETHERCUTT, JR. A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF WASHINGTON

Thank you Chairman Chenoweth-Hage for this opportunity to testify today in
support of legislation I introduced last fall, H.R. 3327, the Cabin User Fee Fairness
Act of 1999. I appreciate your holding a hearing on this issue of great importance
to the families that own cabins on U.S. Forest Service lands in the Pacific North-
west and on our public lands throughout the country. This hearing is an important
first step toward finding a workable, permanent and fair solution to the problems
raised in the appraisal process over the last few years. I want to thank you for
working with us to make sure that happens.

In 1915 Congress authorized the Recreation Residence Program, through the
Term Permit Act, which allows families to construct rustic cabins on small lots in
areas of the forest set aside for this purpose. In fact, in Washington, Oregon &
Idaho there are more than 3,400 recreation residences on U.S. Forest Service lands
and today many of these cabins on forest service lots are still owned by the original
family, having been passed down from one generation to the next. I believe this is
a tradition worth preserving. Unfortunately in many cases under the current ap-
praisal procedures, these families are being unfairly penalized because of problems
in the appraisal process. This is having a negative impact on the tradition of family
cabin ownership of these cabins—by pricing out the families this was set up to help.
Let me be clear in stating that I do believe the cabin owner should pay a reasonable
and responsible fee to use the lands. However, the current appraisal process will
diminish opportunities for families to use these lands. This is why I introduced H.R.
3327, the Cabin User Fee Fairness Act of 1999.

Twenty years ago, the United States Forest Service modernized the fee deter-
mination process by providing for a twenty-year reappraisal cycle as the basis for
periodically redetermining the user fees for occupancy of these forest lots. The first
round of reappraisals began three years ago and unfortunately problems have arisen
with the fairness of the reappraisal. For example, in nearly identical situations in
Idaho and Kentucky, cabin owners in Idaho who have seen an increase of 100 per-
cent above what they are currently paying will pay a new average fee of $1,783 an-
nually, while cabin owners in Kentucky will pay $140 annually.

H.R. 3327 will establish a new appraisal process to set a fair fee for Forest Service
cabins. Under the formula established by the bill, appraisals would be based on the
raw value of the land, adjusted for structures and services provided by the Forest
Service. The Cabin User Fee Fairness Act will address two major concerns with the
current appraisal process. First, the appraisal methodology currently used by the
Forest Service is not arriving at the appropriate value of the use of a lot by a cabin
owner. Federal property differs from private land in that the owners do not main-
tain the same rights and privileges to their property as those held by private land-
owners. For example, permit holders cannot make modifications to the land or their
cabin without the approval of the Forest Service; they cannot reside in their cabin
on a year round basis and they cannot deny others access to the land on which the
cabin is built. In contrast, a cabin owner on private land can live in the cabin year
round, subdivide the land, install a swimming pool hot tub or sauna, cut down old
trees and plant new ones. The cabin owner cannot make these types of improve-
ments to the actual facility on Forest Service land. These factors should be taken
into consideration in the appraisal process—but under the current process, they are
not.

A second major concern is how the traditional objectives of the Forest Service are
changing under the new appraisal process. Families have dominated recreational
residences. Some of these families are older, some younger and some span genera-
tions, but the existence of families, many from relatively modest economic back-
grounds, enhance the mission of the Forest Service to provide for the public at large.
A dramatic and rapid fee increase diminishes the family atmosphere of the areas.
Public lands exist for the enjoyment of a broad spectrum of Americans and dramatic
fee increases hurt this objective.

In each of the last two years, Congress enacted stopgap measures through the In-
terior Appropriations Subcommittee, on which I serve, to increase the fee rates
gradually while we could develop a long-term solution. I believe the legislation I in-
troduce today will provide for such a permanent solution to the problem. For that
reason, on November 10, 1999 I introduced H.R. 3327, the Cabin User Fee Fairness
Act. This bill will establish a new appraisal process to determine a fair fee for the
value of the use of the lot to the cabin owner. Under the formula established by
my legislation, appraisals will based on the raw value of the land, adjusted for
structures and services provided by the U.S. Forest Service. While my legislation
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may not be perfect, I believe it is a step toward finding a fair way to address the
discrepancies in user fees across the country.

Thank you again Madame Chairman for the opportunity to testify and I look for-
ward to working with you on this legislation.

Ms. CHENOWETH-HAGE. Thank you, Mr. Nethercutt.

The Chair would recognize the second panel now for their testi-
mony. By unanimous consent, I request that Representative
Nethercutt be given the permission to sit on the Subcommittee, if
you have time.

Mr. NETHERCUTT. I would be glad to.

Ms. CHENOWETH-HAGE. All right, thank you. And now I will in-
troduce our second panel. I am just thrilled to be able to introduce
an acquaintance of mine, Mr. David Mead, president of the Saw-
tooth Forest Cabin Owners’ Association of Twin Falls, ID; Ms.
Mary Clarke Ver Hoef, National Forest Homeowners of Sac-
ramento, CA.

Ms. Ver Hoef, it is my understanding that your son is in the au-
dience today and I would like to take a moment here to welcome
Logan. Logan, would you stand, please? Welcome, Logan. I really
want you to know how much I appreciate your Mom’s work on this
issue. Thank you for letting us have her. And now last, but not
least, I would like to introduce Mr. Richard Betts of Betts & Associ-
ates in Berkeley, CA.

As explained in the hearings that we have had before on this
Committee is the intention of the Chair to place all witnesses
under the oath. This is a formality of the Committee and not at all
intended to inhibit any testimony, but to assure open and honest
discussion of the witnesses. I believe that all witnesses were in-
formed of this before appearing here today and that you have each
been provided a copy of the Committee rules. Now if you will
please stand and raise your hand?

[Witnesses sworn.]

Thank you. The Chair recognizes Mr. David Mead.

STATEMENT OF DAVID R. MEAD, PRESIDENT, SAWTOOTH
FOREST CABIN OWNERS’ ASSOCIATION, TWIN FALLS, ID

Mr. MEAD. Madam Chairman, I am David Mead of Twin Falls,
south central Idaho. As a country banker, now retired and an ac-
credited rural appraiser, retired member now of the American Soci-
ety of Farm Managers and Rural Appraisers, I am here today to
testify in support of H.R. 3327, the Fairness Act of Cabins.

I am here today as president volunteer of Idaho’s Sawtooth For-
est Cabin Owners’ Association. My special use permit allows me a
cabin on a half acre lot of raw, native, undeveloped land on one of
the tracts in the forest. National average lot size is about one quar-
ter of an acre. That means all cabins take up only about 4,000
acres within the 192 million acres on the national forest lands.
These cabin lots are not for sale. This is not a real estate trans-
action. These are not second homes. Our Sawtooth Forest cabin lots
were reappraised in 1996, some of the first in the Nation. We were
stunned by the results. Fees in our tract increased over 540 percent
from $390 per year, too low, to $2,500 a year, too high. Each family
then was forced to decide whether the limited seasonal use and
Forest Service heavy restrictions were worth the fee increases or
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not. Some cabin owners sold immediately. Most of us got second ap-
praisals for it was evident that the Forest Service’s first appraisal
was based on the cabin lots being fully developed within legally
subdivided neighborhoods as fee simple properties, not as raw, un-
developed, natural, native lots without improvements as stated in
the Forest Service policy.

My small log cabin my family built has no electricity or plumbing
or phone. We have an outhouse and carry our water in a bucket
from a creek up the hill. This bill will provide relief to some 15,000
cabin owners in 25 States and Puerto Rico who mostly, suddenly
face alarmingly and exceedingly high permit fees.

In our high profile cabin area, the Pettit Lake Cabin Tract, new
fees are scheduled to go from around $1,100 a year, too low, to
from between $22,500 a year up to $67,500 a year. These permits
contain many Forest Service restrictions on our use of the lot and
I have attached a list of these to my written testimony. The cabin
permit is one, among other documents, that must be read to under-
stand the values of positives and negatives to be considered during
the appraisal process. However, the major problem is that the ap-
praisal methodology utilized by the Forest Service in this round
has proven to be inconsistent and unreliable and permittees quick-
ly learn that there is no inclination within the Agency to solve the
several problems that plague the fee determination process.

The unquestionable piece of evidence that validated the flaw in
the current system is that the Forest Service accepted the results
of our second appraisal setting aside their own first appraisal re-
port. It appears that only further guidance from Congress will suc-
ceed in sorting out the conflicting objectives the Forest Service
faces. On the one hand, Congress and the GAO has directed re-
source agencies to maximize revenues from the Federal lands and
in so doing, the agency has contrived a system that now will cap-
ture more than the fair market value of the cabin owners.

On the other hand, both Congress and the Forest Service made
commitments to the American people to provide ample opportuni-
ties for appropriate, affordable recreation on Federal lands, diverse
recreational opportunities for average families and individuals with
average or lower incomes or pensions. The new cabin fees make
unaffordable for most one of the oldest recreational programs, the
cabin program, authorized by Congress in 1915.

The policy objectives need not be in conflict. The program has
been providing families with affordable recreation for decades. The
legislation preserves that program objective and returns fair mar-
ket value. Forest Service cabin lot permit fees are very different
and far less than private cabin fees. You can see from the large
easel we have over here, we Forest Service cabin owners have very
few rights compared to the private owners. One of the biggest dif-
ferences is that we cannot prevent public access on our lots, except
within our cabins. It is only that and two other limitations on our
chart that were originally to be covered by the 5 percent factor. As
a banker type, I will leave with one fundamental professional ob-
servation. Assuming credit worthiness, I would approve a mortgage
to an owner or prospective buyer of a fee simple parcel, but even
assuming vast riches, no banker would grant mortgages for the as-
sets that is a cabin authorized on forest land under this program.
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Thank you for support of this Fairness Act to Cabins. Thank you
Madam Chairman and Committee.
[The prepared statement of Mr. Mead follows:]
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Madam Chairman, | am David Mead, a long time citizen of Twin Falls, |daho,
which as you know is in south central ldaho on the Snake River Plains. The
area’s base economy is from value added natural resources——farming, ranching
and food processing, some timber, and mining. As in most areas of Idaho, the
policies and practices of federal land managers substantially determine the
economic viability of each community. These same forest supervisors and BLM
area managers also make day-to-day decisions that determine whether my
family and my neighbors will continue to enjoy affordable opportunities for
outdoor recreation on the public’s lands.

In my case, | am a National Forest cabin owner lot permittee. A special use
permit issued by the Sawtooth National Forest allows me to maintain our family
cabin on a half acre lot of the forest’s natural, undeveioped land at the southern
end of the Sawtooth Valley. This permit also contains many restrictions on our
use of the lof, and | have attached a copy to my written testimony. The cabin
permit is one, among a few key documents, that must be read to understand the
values, both positive and negative, to be taken into consideration in the appraisal
process.

| am also the president (volunteer) of the Sawtooth Forest Cabin Qwners
Association, which represents the 181 families with cabin permits at various
fracts focated within the Sawtooth National Forest. | am representing both the
Sawtooth Forest Cabin Owners Association and my own family today.

t am here to support Congressman Nethercutt's legislation, H.R. 3327, the
Cabin User Fee Fairness Act of 1999. The bill will provide relief to nearly 15,000
of families in 25 states and Puerto Rico, who suddenly face alarmingly and
excessively high cabin lot fees.

Cabin fees are being recalculated throughout the forest system, based on the
results of a routine reappraisal of the lots underlying these cabins. Thisis a
process that normally recurs under current policy every 20 years, but should
accur more frequently. However, appraisal methodology utilized by the Forest
Service in this round has proven to be inconsistent and unreliable, and cabin
owners learned quickly that there is no inclination within the agency to resolve
several problems that plague the fee determination process.

It appears that only further guidance from Congress wili succeed in sorting
out the conflicting objectives the Forest Service faces, as well as unnecessary
problems the Forest Service has created. On the one hand, Congress and the
General Accounting Office have directed resource agencies to maximize
revenues from federal lands, and in doing so the agency contrived a system that
now will capture more than fair market vaiue from cabin owners.

On the other hand, both Congress and the Forest Service made commitments
to the American people to provide ample opportunities for appropriate, affordable



16

recreation on federal lands—diverse recreational opportunities for average
families and individuals with average or lower income or pensions. The new
cabin fees make unaffordable for most families one of the oldest recreation
programs—the cabin program—authorized (in 1915) by Congress.

These policy objectives need not be in conflict. Congressman Nethercutt's
legislation sorts out the elements of revenue-driven policy objectives and the
recreation program policy objectives, allowing the Forest Service to meet both
sets of obligations.

I'd like to share with the subcommittee details of our experiences in Idaho that
are already well known to Chairman Chenoweth-Hage.

1 {ast paid an annual fee based on the earlier appraisal of my lot (20 years
ago) in December 1996. The fee was $390, and that was aclually too low,
despite the original base fee having been annually adjusted for inflation over a 20
year period in which the national economy was overall very strong, however
much of our regional economy in south central Idaho was actually in decline. This
failure to keep pace with the national economy tells us something about an
important feature of the Forest Service policy that guides cabin fee
administration: the index that currently measures and adjusts for annual inflation
(or deflation) is fundamentally flawed and must be replaced, as is required by
Congressman Nethercutt's bill.

The lots in our cabin tracts in the Sawtooth were among the first {in 1996} to
be appraised by the Forest Service in the current round of reappraisals. The 34
families at the Valley View fract, where my cabin is located, were stunned by the
results—a 541% increase in each of our cabin lot fees, from $390 annually to
$2,500. Each family had to consider carefully whether the limited seasonal use of
the cabin justified this extraordinary hit on the family budget. For most families, it
was readily apparent that such an increase was simply unaffordable, and the
cabin would have to be sold to people with much greater discretionary income.

The Forest Service policy allows the cabin owner to obtain and pay for a
second appraisal by an outside appraiser of the cabin owner's choosing. The
cabin owners at Valley View chose to hire an appraiser for this purpose, because
it was evident from reading the first appraisal report that the “typical lot” chosen
at Valley View for appraisal was treated as if it were a fully developed iot within a
legally subdivided neighborhood of fee simple second homes. | can offer that
observation with a considerable degree of confidence. | am a retired country
banker, and I've dealt with appraisal data from both urban and rural transactions
throughout my career. I'm also an accredited rural appraiser of the American
Society of Farm Managers and Rural Appraisers (retired).

The appraiser we hired at the Valley View tract was required by the Forest
Service to use the same appraisal guidelines that had been provided to agency
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appraisers for their initial appraisals. This set of appraisal guidelines is flawed
and inappropriately changes the rules of the road with respect to determining
proper value for land in an undeveloped “natural, native state” as expressed
within and required by the agency’s own policy. Nonetheless, our appraiser
worked within those guidelines, but determined the value of the “typical lot’ at our
tract to be dramatically lower than the Forest Service’s appraisal resuits.

For those of you who have not visited cabins in the program, it might help put
what you're hearing from me in better perspective if | pause to describe the log
cabin my family built in 1975. Our general location is reached by a dirt road built
by the Forest Service. As is typical of all cabin tracts, my family then cleared the
dirt lane that runs up a steepish hill to within about 150 feet of the cabin’s door.
The terrain becomes very steep at that point, and we haul goods and gear up this
final slope on foot.

There is no electricity. We use kerosene lanterns. We have no phone. My
wife and |, and the kids and the grandkids, carry water to the cabin in a bucket
from a small stream over the hill. We rigorously maintain an outhouse,
consistently meeting appropriate health and environmental standards. Food is
refrigerated in an “lce Box”, meaning a primitive example of the very earliest
technology. Had we elected to provide ourselves with more amenities, as a good
number of cabin owners in some other forests have elected to do, my family and
myself would be responsible for these additional costs and risks and,
presumably, benefits--not the Forest Service.

The fee that resulted from our second appraisal was $1,750, an increase of
approximately 350%. The increase resulting from this second appraisal came far
closer to my own expectations, but also keep in mind that the independent Idaho-
based appraiser hired by our tract was required to do his data gathering and
analysis, using the same set of appraisal instructions the Forest Service had
given its own initial in-house appraiser.

The new fee resulting from the second appraisal is much lower, but
nonetheless unaffordable to a number of our families at Valley View, and only
marginally affordable to many others. They are facing tough decisions. Some of
our cabin owners have already bailed out, and the buyers of these cabins are
weallhy. As we feared and predicted, the ‘cash cow” appraisal objectives that
appear to drive the Forest Service are now driving retired people and average
income families out of the forests.

Put aside for the moment your personal opinion about whether $1,750 is too
little or too much for the government {6 be receiving annually as fair market value
for use of a quarter or half-acre parcel of undeveloped raw land. The real issue
here is the wide variance between two appraisals, each undertaken with the
same set of instructions. In the first instance, a Forest Service appraiser
examined the comparable sales, and in the second instance these sales were
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examined by a local, [daho-based appraiser experienced in rural land
transactions within the market area that affects the value of the lots underlying
our cabins. An unquestionable piece of evidence vaiidates this variance as a
fundamental flaw in the system: the Forest Service accepted the results of our
second appraisal without taking exception to any element of the second appraisal
report.

The subcommittee needs to also know about appraisal resulls elsewhere in
the Sawtooth National Recreation Area, some two-plus miles away from our
Valley View tract as the crow flies. And here, at the Pettit Lake tract, we can also
compare new cabin fees at Pettit Lake to new Forest Service campground fees
that will kick in this year.

Cabin owners at Pettit Lake enjoy a significant natural amenity not present at
our tract-—a small fake that is one of a string of moraine lakes running through
the region. A few cabins have lake frontage; others have a lake view, although at
many of the individual lots this view is obstructed by trees. Otherwise, many
cabins at the Pettit Lake tract are very old, and some resemble my own cabin
with respect to primitive conditions.

Also present at the Pettit Lake tract is the “poster child” cabin for purposes of
quite an array of media coverage about the cabin fee issue. This is the structure
and outbuildings built in recent years by a well-known public personality.
Objections to various violations of the Forest Service’s cabin policy were
overcome by high ievel political intervention, and the lot now supports an
outsized main dwelling and additional structures that have housed security and
domestic staff from time to time. While this owner's cabin and outbuildings
cannot be considered to be “typical,” it is the lot that was to have been appraised
in a “natural, native state.” The result is a new annual fee that exceeds $30,000,
and fees nearly as high are also be charged to people | consider to be “typical
families.”

Families at the Pettit Lake tract are the worst hit, to date, by flaws in the
appraisal methodology utilized by the Forest Service. The forest lots appraised at
Pettit Lake are within the influence of the Sawtooth NRA real estate market.
Here, large acreages of fee simple land have been acquired by the federal
government and a multitude of easements have been bought for conservation
purposes. Federal acquisition has made the availability of truly comparable
market evidence from sales of parcels of undeveloped, raw land as scarce as
hen's teeth.

Further, this market is deeply influenced by the proximity of recreational real
estate development at Sun Valley—an influence on real estate values at Pettit
Lake, but for these forest cabin owners, Sun Valley is not an actual amenity
related to, or adding value to, their day-to-day activities, interests or enjoyment of
their cabin.
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The results of the reappraisals at Pettit Lake were astonishing. The annual
fee for the majority of cabin owners jumped from $1,114 to $22,500—an increase
of 1,900%. At the high end of the range of values determined by the Forest
Service appraiser, the annual fee for occupancy of a ‘natural, native state” lot is
$67,500.

Cabin owners at the Pettit Lake tract elected without a minute’s hesitation to
seek a second appraisal. The results from the second appraisal have been in the
hands of the Forest Service for over a year, and the agency is obviously treating
the appraisal report with “kid gloves”--if | might use such a term to underscore
that the 23 families involved have yet to receive a response from the agency.

There’s an interesting comparison of Forest Service special use fees at Pettit
Lake that the subcommittee needs to consider. It's a small lake, shared by a
variety of visitors doing a variety of things. The Forest Service provides a
campground for visitors, not too far away from the cabin tract. Some visitors elect
instead to camp within the cabin tract on the “yards’ of the cabins, which these
forest visitors have every right to do. Only the “footprint” of the cabin structure
itself is privately owned, and the public is free to wander at will on any forest land
not within the walls of our cabins. Cabin owners generally make an extra effort to
let the public know they are welcome to camp or picnic within the “boundaries” of
a tract, because we would otherwise invite opposition to the existence of the
cabin recreation program.

The Forest Service campground at Pettit Lake provides developed campsites
at no charge to the public. In the coming season, however, the Forest Service
announced last week that the agency will for the first time begin charging $6 or
$7 per night for each campsite. The agency will spend “several hundred
thousand dollars” (according to press coverage) to add 13 additional individual
campsites to the existing inventory of campsites, for which | can'’t provide overaill
capacity statistics.

Let’s do the math based on charging $6 per night per campsite, caiculated
over the four and one half months in which cabins at the Pettit Lake tract are
accessibie by their owners:

* A hypothetical long term camper would pay $810 in fees to the Forest Service
during this period for the privilege of continuously occupying a small parcel
developed by the Forest Service at considerable taxpayer expense, and in
these months the Forest Service will provide an individual cooking pit at each
campsite, restroom facilities, frash disposal, hazard abatement, and other
maintenance and amenities.

« The majority of Pettit Lake cabin owners will pay $22 500 in fees to the Forest
Service for this same period for the privilege of occupying bare land at their
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own expense with full responsibility to comply with highly restrictive terms and
conditions contained in the policy and the special use permit. The cabin
owner has the cbligation to fully indemnify the federal government in any
liability exposure the Forest Service might experience from our occupancy.
The Forest Service has the ability to block the cabin owner from renewing the
permit, from selling the cabin, or from replacing the cabin in the event of a
natural disaster. Along with that thin “bundle of rights,” the cabin owner is
solely responsible for the family’s “cooking pit,” sanitary facilities, water
supply, fuel, access, maintenance and liability.

Cabin owners made the investment in infrastructure and amenities—certainly
more cost effectively than the “several hundred thousand dollars” being spent by
the Forest Service at Pettit Lake to make space for 13 more families each night.
We'll continue to pay our own way. We always have.

The announcement last week by the Forest Service about the new fee for
camping at Pettit Lake perfectly illustrates the inconsistency in policy that affects
forest users. This compiex system of inequities between forest users, their
diverse activities, and whether they pay big fees, or small fees, or no fees could
not be more apparent than as managed within the Sawtooth National Forest.

The cabin fee coalition, in which I've been participating regularly, developed a
chart outlining the real differences between owning a cabin on private land and
having one on a National Forest. Time is too short to read these differences to
you now, but they are contained in my written testimony and are on the easel in
the hearing room. :

These are the significant differences that the coalition calls the “bundie of sticks”:

Rights on Private Land: Rights on a National Forest:
1. Can prevent trespass 1. Control only cabin footprint {cabin

interior only; public can use lot)
Live in cabin year round . Vacation cabin only
Sell cabin with no restrictions . Sell only to a USFS approved buyer
Lease the cabin . Rent up to 15 days annually, but
Give the cabin away only with USFS approval
Put cabin in a family trust . Put cabin in a family trust
Subdivide the land .
Willfbequeath cabin and land
Have muitiple owners on the title
10. Borrow against it
11. Run a business from it
12. Use it whenever you choose
13. Control who walks on or near it
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Rights on Private Land: Rights on a National Forest:
{continued)

14. Add buildings

15. Install a swimming pool/hot tub/sauna
16. Landscape any way you choose

17. Cut down old/plant new irees

18. Paint whatever color you choose

19. Remodelfenlarge the cabin

20. Put up signs, fences & clothes lines

21. Maintain it as you see fit

22. Remove hazards as you see fit

23. Have horses or cattle around your cabin
24. Allow your pets to run loose

25. Have any number of cars in your driveway
26. Services of local fire department

27. Services of local police department

28. Services of local sanitation departrment
28. Services of local water & power utilities
30. Have mail/newspaper boxes

31. Have children’s play equipment

32. Piow snow from road, driveway and lot
33. Have Rvs, trailers or boats on your lot

As a retired country banker, | will leave you with one fundamental, professional
observation. Assuming credit worthiness, | would approve a mortgage to the
owner or prospective buyer of a fee simple “native, natural” parcel. Assuming
vast riches, no banker would ever grant a mortgage for the “asset” that is a cabin
authorized for occupancy and use on a National Forest under the cabin program.

Nor have cabin owners ever sought this level of “property right.” It is a privilege
for my wife and me to enjoy our retirement in the forest each summer, for
however long we are able to drag food, water and goods up that last 150 feet
between the lane and our front door. It has been far more than a mere privilege
to raise our children in harmory with the Sawtooth Vailey—it was a remarkable
opportunity to expand their lives beyond day-to-day urban life in Twin Falls.
Today, all but one of our six children have settled in major western cities. They
return with the grandchildren like homing pigeons to the family cabin in the
Sawtooths. Their values, and the experiences of so many of their friends that
they bring along to stay at the cabin, are permanently measured against the
“native, natural state” experience in the Sawtooth National Forest that creates
personal integrity and lasting memories.

Can a Forest Service appraiser factor in human values of this magnitude? No,
nor should they. But the Congress certainly needs to take into account the social
and physiclogical value of the cabin program. The objective is the forest
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experience, creating in each generation a constituency for good stewardship on
the National Forest System. A return of fair market value for the privilege and
opportunity to be a forest citizen is embodied in the law, and H.R. 3327 also
fulfills that objective.

Madam Chairman, you were the first to hold a hearing on this issue in the fall
of 1997, when the first results in this current reappraisal of the cabin system
demonstrated, at the Sawtooth National Forest, that something was wrong. 1 am
grateful for how promptly you moved. Cabin owners in both northern and
southern Idaho know that you, Senator Craig and Congressman Nethercutt
created the space and the opportunity for cabin owners to sort through appraisal
and fee methodology issues that the Forest Service is not inclined to “cure.”

I've regretted that it has taken all of us so long to identify, and reach
consensus, on a reliable solution in H.R. 3327, but I'm comfortable today in
realizing that good, long term policy evolves slowly. The problems we confront as
cabin owners are absolutely unique, and these conflicting values and bundie of
rights are virtually unprecedented in normal appraisal activities. The solution
drawn by Congressman Nethercutt from this effort is good policy and is
sufficiently specific in its direction to the Forest Service that it will hold up over
time.

I'd like to close by expressing the gratitude of cabin owners in Idaho to
Congressman Nethercutt. The enactment of his legislation, H.R. 3327, will
become one of those landmark “household words” that passes from one
generation of cabin owners to their children and grandchildren. But Mr.
Nethercutt has also been our stalwart from one year to the next at the interior
appropriations subcommittee, a loyalty and caring for the cabin program that
goes largely unnoticed by cabin owners who are not directly involved as
watchdogs over political or regulatory concerns.

| simply want to say to Mr. Nethercutt that his efforts on our behalf are known
by many cabin owners, certainly from the State of Washington and increasingly
throughout the country. The reappraisal situation has been a wake-up call for
cabin owners who trusted that their good relationship with the local ranger was all
that was needed to keep this Forest Service recreation program working
effectively. Not necessarily so. The world has changed. The pressures are
different now, for both the cabin owners and the hard-pressed field staff of the
Forest Service. ALL cabin owners will learn in time that Congressman Nethercutt
is one who continues to step forward to maintain fairness and good balance in
the determination of cabin fees and in the administration of the program overail.

Madam Chairman, let me say once again how much | appreciate the
opportunity to testify and continue to appreciate your leadership in our behalf.
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United Statesa Forest Sawtooth 2647 Kimberly Road East
Oepartment of Service Nationat —->= Twin Falls, 1D 83301.7878
Agricuiture Forest Teiephone: (208) 737-3200
G.is-19 7 ‘1
= g . Reply to: 2720 ./ 2. 44
r I

Date: September 15, 1994

pavid R. Mesd CERTIFIED MAIL-RETURN RECEIPY o N

2045 Hillcrest Drive REQUESTED P 351 376 086 (A)._{" (’E""‘R.‘(-"“‘A

Twin Falls, ID 83301 - Cales ~
Vaﬂn} View

Dear Mr. Mead: Rormit—

Forest Service's revised policy for administerng recraat! As] g on the Nationa! Forests.
The policy revision was nacessery as & result of an administrative appeal of tha policy wa adoptsd in
August 1888, That 2 al da gete g LG > the authol

Now that the revised policy is final, we must make eppropriate ravisions (0 your permit. Pleaga attach

RO g have prepared thees
ravisions in the farm of a complete permit with theTs; BE dffor your corweniance.
We assurs you that the revisions are confined 1o those necassary ta comply with the revised policy,
The revisad clauges are found In Sections VI.C.2, VILC, IX.A, B, and C, and X.A and B. There are alao
minor single-word, edifing changes o Dring your permit up-to-date with current law and reguiation, For
exampie, tha word "ot is substituted for the word "site™ when reterring to the parmitted area.

Please note that the replacement clauses concern the renewal, rByocation, and tarmination of the permil.
Tnay gescribe the procadures the Forest Service must foliow # recreation residence use were to be
discontinued. The clauses state our obligations 1o you. Since there are no clauses governing these
areas in your current perTvL, we are cenain you will wRlCs the assurances that ke revised torms
and conditions provide,

Raplasemeant of tarms and conditlons i a decision subject 1o administrative appeal pursuant to Secretary
of Agricuiture Appaat Reguiations 36 Code of Federal Reguiations 261, Subpant C. Any appeal must
be In writing, be fully consistent with 36 CFR 251.90, sContan of Notice of Appeat” inciuding the reasons
for appeal, and must e fied within 45 deys from the date of this lentar, The Chis! of the Forest Service
is the Authorized Officer fof this action, Thus, an appeal must be addreased to the LL.8. Department of
Agricuture, James R, Lyons, Assistert Becratary for Natura Resources and Environment, Room 217-E,
Administration Buitding, Washington, D.C. 20250, Simulaneously send a copy of tha Notice of Appeal
10: Chigf, USDA Forest Service, PO, Box 20000-6090. The phrass ‘Forest Service Recreetion Residence
Appeal* should be placed on the front of the envelope.

F,I.f‘l
©
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1t you have queslions of Concerns aboyt these BVISIONS 10 your penmit. please discuss them wah us.
we are available o help you understand the revisions to the policy and (o your parmit. Plaase camact
Lee Smith at our Twin Falls oftice for agsistance,

Sincerely,

4 JACK E. BILLS
Forest Supenvisor

Cprtoatt NaFigpon Covest, 150&1;0 »

Englosure

P42
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Rec'st s 9y
REPLACEMENT TEAMS AND CONDITIONS FOR PARTS I - XI. FS-270C0-5a (01/94)
FOR EXISTING TERM PERMIT ISSUED ON 01 [23{82 B OMB No. 0596-0082
Expires 06/30/96
U3DA - Forest Service Helder No. Type Site Authority
R iz
TERM SPECIAL USE PERMIT . . Auth. Type Issue Date[Expir. Date
For Recreation Residences - ; / \2/31/ @
Location Sequence No. [Stat. Ref.
Act of March U, 1915, As A ded OH 15904 | Capz62.
= 2 Latitude Longitude LOS Casme
¥3 -%-77 |0l -57-53
David R. Mead of __2045 Hillcrest Drive

//(Hoyv)’ ] (Billing Address - 1)
Twin Falls o} 83301

(hereafter called the holder) is hersby suthorized to use National Forest lands,
for a recreation residence for personal recraational use on the

—> Sawtooth National Forest, subject to the
provisions of this permit including items thro + on page(s)
2 through 7 . This permit cove\ﬁ \ cres .
Described as: (1} Lot 2‘7 of the v b V Sommy TaCct.
(A plat of which 18 on file in the office of the st Supervisor.

OR (2) - . as shown on the attached map.
gal Deséription

The following improvements, whether on or off the lot, are authorized in
addition to the residence structure:

i
This use shall be exercised at least 15 days esch year, unless otherwise
suthorized in writing. It shall not be uged ag a full-time pesidence to the
exclusion of a home elsewhere.
THIS PERMIT IS NOT TRANSFERABLE

PURCHASERS OF IMPROVEMENTS ON SITES AUTHORIZED BY THIS PERMIT MUST SECURE A NEW
PERNIT FROM THR FOREST SERVICE.

THIS PERMIT 1S ACCEPTED SUBJECT TO ALL OF ITS TERMS AND CONDITI .

ACCEPTED :

HOLDER'S NAME AND SIGNATURE DATE

APPROVED:

AUTHORIZED QFFICER'S SIGNATURE TITLE DATE
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TERMS AND CONDITIONS

I. AUTHORITY AND USE AND TYRM AUTHORIZED.

4. This permit is issusd under the authoriry of the Act of March 4, 1915,
as amended (16 U.S.¢. 497), and Title 36, GCode of Federal Regulations, Sections
251.50-251.64. Implementing Forest Service policies are found in the Forest
Service Directives System (FSM 1320, 1950, 2340, 2720; FSH 2709.11, Chap.
10-50). Copies of the applicable regulations and policles will be made
available to the holder at no charge upon request made to the offfce of the
Forest Supervizor.

B. The authorized officer under this permit is the Foresr Supervisor, or a
delegated subordinate officer.

C. This permit authorizes only personal recreation use of & noncomvarcial
nature by the holder, gesbers of the holder's iummediste fawily, and gueses. . Use
of the permitted improvements as a principal place of residence is prohibited
and shall be grounds for ravecation of this permit.

D. Unless specifically provided az an added provision to this permit, this
suthorization is for site occupancy and does not provide for the furntshing of
structures, road maintenance, water, fire protectiom, or any other such service

by & Go agency, utility an’ociat{on' or individual.
. Termination at End of Termy This authorization will terwinate on
31, 3008 s —

ecesber 31, 2008 o .
DS

4 oo

s
II. OPERATION AND MAINTENANCE. o

A. The authorizad offfcer, after consulting with the holder, will prepaxs
an operation and maintenance plAm‘Iﬁ—dmgff this permit.
The plan will ba reviewed annually and updated as deemed nscassaxy by the
authorized officer and will cover requirements for at least the following
subjscts: -

1. Maintenance of vegetarion, tree planting, and removal of dangerous trees
and other unsafe conditions,

. HMaintenance of the facilities.

3. Size, placement and descriptions of signs.

4, Rewoval of garhage or trash.

3. Fire protection.

6. ldentificarion of the person responsible for implementing the provisions
of tha plan, if othar than the holder, and a list of nawes, addrasses, and phone
rusbare of parzons to contact in the event of an emsrgency.

NOTE: Forest Supervisors may {nclude other proviaions relating to fencing,
rosd meintenance, bost docks, piers, bost launching ramp, water system, sewage
system, incidental rsntal, and the Traat Associstion. Regilonal Forestere may
add specific provisionz that Forest Supervisors should include in the plam.

III. IMPROVEMENTS. .
A. HNothi{ng in this permir shall be construed to imply permission to buil
or maintain any improvesment not specifically named on the face of this permit or
spproved in writing by the authorized efficer in the speration and maintenance

plan. Improvements ysquiring specific approval shall include, but are not
limited to: signe, fences., name plates, maflboxes, newspaper boxes, boathouses,
docks, pipelines, antennas, end storage sheds.

B. All plans for development, layout, construction, reconstruction or
alteration of improvements on the lot, as well as ravisiohs of such plans, must
be prepared by & licensed engineer, architect, and/or landscape architect (in
those states in which such licensing is reguired} or other qualified fndividual

7
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acceptable to the authorized officer. Such plans must be spproved by the
authorized officer befors the commencament of any work.

IV. RESPONSBIBILITIES OF HOLDER.

A. The holder, in exercising the privileges granted by this permit, shall
comply with sll presant and future regulations of the Sscretary of Agriculture
and all present and futurs faderal, state, counfy, and municipal laws,
ordinances, or regulations which sra applicable to the area or oparations
coverad by this permit. However, ths Forest Service aasumes no responaibiliity
for enforcing lawe, ragulations, ordinances and the like which are under the
jurisdiction of othsr govsrnment bedies.

B. The holder shall sxarcise diligence in praventing damage to the land and
property of the United States. The holder shall sbide by all restrictionz on
fires which may be in effact within the forsat at any time and take all
T hle p tions to P and suppress forsst firss. No material.shall.
be disposed of by burning in open fires during &« clossd fire season establishad
by law or regulation without written permission from the authorized officar.

€. The holder shall protect the scenic and esthatic values of ths Kational
Forest System lands as far as possible consistent with the authorizad use,
during constructiom, operation, and maintenance of the improvemants.

D. No soil, trees, or other vegetation may be removed from the National
Forest Systes lands without prior permission £rom the authorized officer.
Permission shall be granted specifically, or in the context of the operations
and maintenance plan for the permit.

£. The holder shall maintain the improvements and premises to standarde of
repair, ordsrliness, neatness, sanitatfion, and ssfety ecceprable to che
authorized officer. The holder shall fully repair and bear the expense for all
damage, other than ordinary wear and tear. to National Forest lands, roads and
trails csused by tha holder‘'s activities.

F. The holder assumes all risk of loss to the improvements resulting from
acts of God of catastrophlc avantyx, —iNEluding bUL wot 1IRITEA €6, avalanchas,
mfi;“lﬂgiﬁnds, ling limbe or trees and other hazardous nacural
events. In the event the improvements authorized by this perait are destroyed
or substantially damaged by acts of God or catastrophic events, the authorized
officer will conduct an analysis to determine whether rhe igprovements can be
safely occupied in the futire and whether rebyilding should be allowed. The
analysis ¥I11 be provided to the holder within 6 months of tha event.

G. The holder has the responsibility of inspecting the site, authorized
rights-of-way, and adjoining aveas for dangerous traas, hanging limbs, and other
evidence of harardous conditions which could affect the {mprovementa and or puss
a risk of injury to individuals. After securing peraission from tha aurhorized
officer, the holder shall rswove such hacards.

H. 1In case of changs of p ad: or change in ownership of the
recreation Tesidence, the holder shall imsmediately notify the authorized
officer,

V. LIABILITIES.

A. This permit iz subject to sll valid existing rights and claimn
cutstanding in third parties. The United States {4 not lisble to the holder for
the sxsrciss ¢f any such right or claism. -

B. The holder shall hold harsless the United Statea: from any 1fabllity from
damage to life or property arising from the holder's ccoupancy or use af
Nationsl Forest lands under this pasrmic.

C. The holdsr shall be liable for any dsmage suffered by the United States
resulting from or related to use of this persit, including danages to Nationel
Forest resources and costs of firs suppression. Without lisiting available

=3
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civil and criminal remedies which may be available tuv c(he United States, all
cisber cut, destyoyed. or injured without authorization shall be pafd for at
stumpage rates which apply to the unsuthorized cutting of timber fn the State
whezein the timber is located.

VI. FEES.

4. Fee Requirement: This special use authorizatioun shall require payment
in sdvance of an annual rental fee.

B, Appraisals:

1. Appraizals to ascertain the fair market value of tha lor will be
conducted by the Forest Service at least every 20 years. The next appralsal
will be ifmplemented in _ 1998 (ingert year).

2. Appraisals will be conducted and reviewed in a manner conaistent with
the iniform Standards of Professional Appraisal Practice, . from which the
appraieal standards have besn developad, giving accurate .and careful
consideration to all market forces and factors which tend to .influence the value
of the lot. 7 ’

3. If dismatisfiled with an appraisal utilized by the Foraet Sevvice in
ascertaining the permit fes, the holder may employ another qualified .appraiser
at the bolder's expense. The authorized officer will give full and complete
consideration to both appraisals provided the holder's appraisal weets Foxest
Service arandards, If the two appralsals disagree in value by more than 10
percent, the two appraiszars will be asked te try and reconcile or reduce theix
differences. If the appraisers cannor agree, the Authorired Offfcer wiil
utilize either or both appraisals to determine the fee. When requested by the
holder, a third appraisal may be obtained with the cost sharad egually hy the
holder and the Foreat Service. This third appraisal sust meet the same
standards of the firet and second appraisals and may or may not ba accepted by
the suthorized officer,

€. Fee Determination:

1. The snnual rantal fse shall bs determined by sppraizal and sther sound
busipess management B:incigls;. (36 CFR 251.57(a)). The fee shall be 5 percent
of the appraised falr warket fee simple value of the lot for recreation
razidence use.

Fees will be predicacted on an appraisal of the lot a5 a base value, and that
value will be adjusted in following years by utilizing the percent of change in
tha Implicit Price Deflator . Cross Natlional Product (IPD-GRP) index as of the
previous June 30. A fee from a prior year will be adjustad upward or downward,
as the cass may be, by the percentage change in the IPD-GNP, except that the
waximum annusl fee adjustment shall be 10 percent when the IPD.GNP index exceads
10 parcent in any one year with the amount in excess of L0 percent carried
forward to the next succeeding ysar where the IPD-CNP index 1 less than 10
percent. The base rate from which the fea is adjusted will be changed with edch
new appralsal of the lot, &t least evaery 20 years.

2. 1If the holder has veceived notification that a new permit will not be
issued following expiration of this permit, the annual fee in the tenth yesr
will be taken as the base, and the fee each year during the last 10-year period
will be one-tonth of the base multipliad by the number of years then rsmaining
on the parwit. If a nev terw permit ahould later be iszued, the holder shall
pay .the United States the total amount of fees foregone, for the mnst racent
10-year period in which the holdex has been advised that a new permit will not
be igsued. This amount may bs paid In equal annuel installments over a 10-year
period in addition to those fees for exisring permits. Such amounta owing will
run with the property and wi{ll be charged to any subsequent purchaser of the

improvaments.
<
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D. 1Initial Fae: The inicial [ee may be based on an approved Forest Serviece
appraissl existing at the time of this permit, with the present day value
caleulated by applying the IPD-GNP index to the Intervening years.

E. Paysent Schedule: Based on the criteria stated hersin, tha initial
payment 13 set at § 309.93 par year and the fse {8 due and payable annually
on _ January 1 (insert date), Payments will be credited on the date
received by tha designated collection officer or deposit location. If the due
date{s) for any of the above payments or fes calculation statements fall on &
nonworkday, the charges shall not apply unril the close of business of the next
workday, Any paywenta not received within 30 days of the dus date shall be
delinguent.

F. Interest and Penalties:

1. A fee owed the United States which {» delinquent will be =esessed
interest bassd on the most current rate prescribed by the United Jtates -
Department of Treasury Financisl Manual (TP4-6-8020)." Interest shall wcerue on
the delinquent fee from tha date the fea payment was due-and shall resain fixed
during the duration of the indebtedness.

2. In addition te interast, csrtsin processing, handling, and
adninistrative costs will be 4 on deling and addad to the
amounts due.

3. A penalty of 6 percent per ysar shall be ssasssed on any indsbtedness
owing for more then 90 days. This penalty charge will not be calculated until
the 91st day of delinguency, but shall sccrus from the date that the debt became
delinguent.

4. When a delinquent account is partially paid or made in {nstallments,
amcunte received shall bas applied first to outstanding penalty and
administrative cost charges, sscond to sccrued intersst, and third to
cutatanding principal.

G. Nonpayment Constitutes Breach: Failure of the holder to make the anmual
payment, penalty, intersat, or any other charges when due shall be grounds for
termination of this suthorization. However, no permit will be terminated for
nonpayssnt of any monies owad the United States unless payment of such monies is
wore than 90 days in arrsars, :

H. Applicable Lav; Delinquent fees and other charges shall be subject to
all the righte and remediss affordsd the United States pursuant to federal law
and fwplesenting regulationa. (31 U.S.C. 3711 et seq.).

VII. TRANGFER, GALE, AND RENTAL. R

A. Nontravaferability: Except as provided in thia section, this petwit is
not transferable.

B, Trsnsfersbiliry Upon Death of the Holder:

1. If the holder of this permit s & marrisd coupls and ons spouse dies,
thiz permit will continue in force, without smendment or revisfon, in the nawe
of the surviving spouse.

2, 1f the holder of this permit 1s an individual who dies during the Term
of this permit and there is no surviving spouss, an annual rensvable persit will
be fsmued, upon q + to the or adainistrator of the holder's
estate., Upon ssttlement of the estate, a nww permit incorporating current
Forest Service policies and procedures will be issusd for the remsinder of the
decezand holder's verm to the propecly dutg_ngnd'h&tquz as shown by an order
of a court, bill of sile, or other evidence to be ths cwnar of the faprovessnts,

. C. Divestiture of Ownsrahip: L the holder through voluntary sale,
trasnsfer, enf of , foraclosure, or other lagal procesding shall
cease to be the owner of the physical lmprovements, this parmit shall e
terainated. [f the person to whom title to said impr % {8 traneferred is
deamed by the authorizing officer to be gualifled as & holdar, then such person

e 5
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co whom tirle has been transferred will be granted a new permit. Such new
permit will be for the remainder of rhe term of the original helder. i

b Notice to Prospective Purchssers: When considering & voluntary sale of
the recreation residence, the holder shall provide a copy of this special use
permit ta the prospective purchaser before finalizing the sale. The holder
cannot make bindimg representations to che purchasers 8s to vhether the Forest
Service will harize the pancy.

E. Rental: The holder way rent or sublet the use of improvemsnts covered
under this permir only with the express written permission of the authorized
officer. In the event of an authorized rental or subler, the holdar shall
continue to be reaponsible for complisnce with all conditions of this perwit by
persons to whom such premises may be sublet. Tas..

VIII. REVOCATION. . .

A. Revocation for Cause: ~This permit may be revoksd.for cause by the .
authorized officer upon breach of any of the terms and conditions of this permit
or applicable law. Prior to such revecation for .causs,.the holder shall be
given notice and provided a reasdnsble tima--not to exceed ninaty (90)
days--vithin which to corrsct the braach.

B. Revocation in the Public Interest Durimg the Permit Term:

1. This permit may be revoked during its term at the discretion of the
authorized officer for reasons in the public interest. (36 CFR 251.60(b)). 1In
the event of such revocation in the public lutersst, the holder shall be given
one hundred and eighty (1A0) #iys prist written motice to vacate the pramises,
provided that the authorizad officer may prescribe & date for a shorter period
{n which to vacate (“*prescribed vacancy date") 1f the public iIntsrest cbjective
reagonably requires the lot in a shorter perfod of time,

2, The Forest Service and the holder agrae that in the avent of & .
revocation in the pubiic interest, the holder shall be paid damages. Revocation
in che public interest and payment of damages is subject to the availability of
funds or appropriations.

a. Damages fu the event of a public interesr revocation shall be the lesser
spount of aither (1) the cost of velocation of the approved improvements to
another lot which may be 4uthorized for rssidential eceupancy (but not including
tha costs of damages incidental to the relocation which are caused by the
negligence of the holder or & third party), or {2) the replscement costz of the
approved improvements as of the date of revogcation. Replacement cost shall be
decermined by the Forest Service utilizing standard appraisal procedures giving
full considaration to the improvement's tendition, remaining economic life and
location, snd shall be the estimared cost to conatruct, at gurrent prices, &
building with utility equivalent to the building being appraised using modern
materials and current standarde, design end layout as of the ders of
revocation, If revocation in the public interest occurs after the holdar has
Yecelived morification that a mew persit will not be isaued following expiration
of the current permit, then the amount of damagen shall be adjusted as of the
date of revocation by multiplying the replacement cost by & fraction which has
as the numerator the number of full months remaining to the term of the permit
prior to reveocation {(messured from the date of the notice of revocation) and a8
the denominator, tha total nupnber of menths in the original term of the permit.

b. The of the d de ined in sccordance with paragrsph a. |
sbove shall ba fixed by putual agreement botween the authorized officer and the
holder and shall be acceptsd by the holder in full satisfaction of all claims
against the United States under this clause: FProvided, That 1f outual agreement
ig not reached, the authorized officer shall determine the amount and 1 the
holdar {s Jdissatisfied with the amount to be paid may sppeal
the datermination in sccordance with the Appeal Regulations (36 CFR 251.80) and
the amount a3 determined on appeal shall be final and concluaive on the parties

@
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hereto: Provided further, That upon the psymant to the holder of the amount
fixed by the authorized officer, the right of the Forest Service to remove or
require the removal of the {mprovements shall not be stayed panding final
decision on appeal.

IX. ISSUANCE OF A NEW PERMIT.
A. Declsions to 1ssue a new pernit or convert the permitted area to an

alternative public use upon terwination of this perwit reguire a determination
of consistency with the Forest Land and Resource Managsment Plan (Forest Ei'“E
1. Where continued use is cousistent with the Forest plan, the authorized
officer shall hluo a new permit, in accordance with applicable requirements for
envir 1 cion,
2. If, 25 a result of an amendssnt or revision of the of the Forsst plan,
ermitted arss s within an ares nllocn wd_to en alternative public use tha

a rascreation residence may continue, the holder shall be notified in writin
this gen1§ shall be modified &s necessary, and a new term permit shall be
issued following sxpiration of the current permit.

b, If thn project analysis vesults in & Jecision that the lot shall be
converted sn_glternative public use, the holder shal] be notified in writin
and given lt east 10 years continued occupancy. The holdsr shall be given a
copy of the project analysis, envirormental documentation, and decision
document .

€. A decision resulting from a project snalysis shall be reviewed twe years

rior to permit expiration, when that decision and supporting emvironmental
documentation is more than 5 yaars old. If this review indicates that the
conditions resulting in the decision are unchanped, then the decizion may be
implemented. If
roject anal
B. In iesuing a naw parmit, tha authorizad officer shsall include ternms,

conditions, end special stipulstions that reflect new requirements imposed by
current Federsl and State iand use pl lawa, regulations, or other management
decislons. (36 CFR 251.64)

G, 1f the 10-year continued occupancy given a holdar who raceives
notification cthat a nev permit will not he issued would d beyond the
expiration.date of the current permit, a nev term permit shall be 1ssued for the
remaining portion of the 10-year period.

X. RICHTS AND RESPONBIBILIZIES UPOR REVOCATION OR NOTIFICATION THAY A NEW
PERMIT WILL NOT BE ISSUED FOLLOWING TERMINATION OF THI 'ERMIT.

A. R 1 of Impr Upon Revocation or Notification That A New
Pormit Will Not Be Issued Following Termination Of This Permit: At the end of
the term of occupancy authorized by chis permit, or upon abandonment, or
revocation for cause, Act of God, catastrophic event, or in the public interest,
the holder shall remove within a reasonable time all structures and improvements
except those owned by ths United Stat and ehall return the lot to a condition
approved by the authorized officer unless otherwise agreed to in writing or in
this permit. 1f the holder fails to remove all such structures or improvements
within a reasonsble period--not to exceed one hundred and eighty (180) days from
tha data tha authorization of

ocaupancy 18 ended--the improvements shall become the property of cha United
, but in such event, the holdar remains ohllgn:ed and liable for the cosc

lr tenovnl nnd the restoration of the I o

@)
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B. In case of revocation or notification that a new permit will not be
issued following termination of this permit. except if rewvocation is for cause
the auchorized officer may offar anm in-lieu lot to the permit holder for ’
building or relocation of improvements. Such lots will be nonconflicting
locations within the National Forest containing the residence being terminated
or under notification that a ntew permit will not be issued or at noncanflicting
lacations in adjacent Natiomal Forests. Any in-lieu lot offered the holder must
be acceprsd within 90 days of the offer or within 30 days of the final
disposition of an appeal on rhe revocation or notificstion that a new permit
will not be fssued undsr the Secrevary of Agriculture's administrative appeal
regulations, whichever is later, or this opportunity will terminate.

XX . MISCELLANEQUS PROVISIONS.
A. Thix permit, replaces.a special usa persit issuad to:

David R. Mead jon. - March 12 , 19579 -
{8/ The Foregt Service rusesrves the right to enter wpon the property to

{ngpact for compliance with of this permit. Reports on Inapactionm for
compliance will be furnished to the holder.

C. Issuance of this permit shall mot be construed as an admission by the
Government as to the title to any improvements. The Covernment disclaims any
1iability for the issuance of any permit in the event of disputed title.

D. 1If there is & conflict berween the foregoing standard printed clauses
and any spacial clauses addad to the permit, the standard printed clauses shall
control.

Public yeporting burden for this collsction of inforwation, “if requested, is
estimated to average 1 hour per response for annual financial information;
aversge 1 hour per resp tO' Prepare ox up cperation and/or maintenance
plan; average 1l hour per response for inspection reports; and an average of 1
hour For esch regquest that may include such things as peports, logs, facili

and usar inforsation, sublease informatien. and other similar miscellanecus
information reguests. This includes the time for zeviewing insrructions
searching existing data sources, gatheriong and maintaining the data needed, and
cogplating and reviewing the collection of information. Send comments regarding
this burden estimate or any otfher aspect of this collection of information,
including suggestions for reducin this burden, to Department of Agriculture,
Clearance Officer, OIRM, Room 404-¥, Washington D.C. 20250; snd to the Office of
M. and Budget, Papervork Reduction FProject (OMB # 0596-0082),

Waghington, D.C. 20503,
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to whom t{tle has been transfaerred will be granted a naw parmit, Such nav
permit will be for the remainder of the term of the original holder.

D. VNotice to Prospective Purchasers: Wwheo considering a voluntary ssle of
the recreation residencs, the holder shall provide a copy of this special use
permit to the prospective purchaser before finalizing the sale. The helder
cannot make binding representations to the purchasers as te whether the Forest
Service vill reautherize the occupancy.

E. Rental: The holder may xemt ot sublet the use of [mprovements covered
under this permit only with the express written permission of the authorized
officer. In the event of an authorized rental or sublet, the holder shall
continue to be respomsible for cowplianca with all conditiona of this permit by
persons te whom such pramises may be sublet. e -

¥III. REVOCATION:. . .

A. Revocation for Cause: ~Thiz permir may be rsvoked .for cause by the |
authorized officsr upon breach of amy of the terms and conditions of this permit
or applicable law. Prior to such revocation for cause, the holder shall be
given notice snd provided a reasonable time--mot to excesd ninety (90)
days--vithin which te correcc the bresach.

B. Revocation in the Public Intarest During the Perwit Term:

1. This parmit pay be revoked during its term at the discretion of the
authorized officer for ressons in the public interesr. (36 CFR 251.60(b)). In
the svent of such ravecation in the publie interedr, the holder shall be given
one hundred and eighty (180) ¥ays PFIOT WIlften notice to vacate ths promises,
provided that the authorized offtcer may prescribs s date for & shortsr period
in which to vacate ("prescribed vacancy date”) if the public inrersst cbjsctive
reasonably requires the lot in a shortexr period of time.

2. The Forest Service and the holder agree that in the event of a
revocation in the public interest, the holder shall be paid damages. Revocation
in the publis interest and payment of damages 1a subject &6 the availability of
funds or appropriations.

s. Damages in the event of a public interest revoeation shall be the lesser
amount of either (1) the cost of relocation of the approved improvemsnts to
another lot which may be authorized for residential occupancy (dbut not including
the costs of damages incldental to the rslocation which are caused by the
negligence of the holder or & third party), or (2) the replacement costs of the
approved improvemsnts as of the date of ravocstion. Replacement cost shall be
determined by the Forest Service utilizing standard appraisal procedures giving
full consideration to the improvement's condition, remsining economic life and
location, and shall be the eatimsted cost to comstyuct, at current prices, a
building with urility equivalent te the building being appraised using modern
materials and current standards, deaign and layout as of the data of
revocation. If revocatfoen in the public incerest occura aftar the holder has .
Tecaived notiFication that a new permit will not be igsuad following expiration
of the current persit, then the amount of damages shall be adjusted as of the
date of revecation by multiplying the replacement cost by a fraction which has
28 the puperator the number of full monchs remaining e the term of the permit
priocr te revecation {measurad from the date of the notice of revocation) and &»
the demominator, the total number of wonths in the originsl term of the parmic,

b. The smwount of the damages determined in accordance with paragzaph .
above shall be fixed by mutusl agresment between the authorized officer and the
holder and shall be accepted by the holder in full satiefaction of all claims
against the United States under this elause: Provided, That if mutual agreement
{2 not reached, the authorized officer shall determine the amount and if the
holder is dissatisfied with the amount to be pald may appeal
the detsraination in accordance with the Appesl Regulotions (36 CFR 251.80) and
the amount as datersined on sppsal shall be final and conclusive on the parties

Gy
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SAWTOOTH NAT, L_RECREATION AREA
RECREATION R EN
OPERATION AND MAINTENANCE PLAN

The following Operation and Maintenance Plan is made a part of the folder's
permit as provided in Clause II of the special use permit.

1. STRUCTURES

Al The maximum size of mny cabin 1s 1200 aq. ft. This includes second
floor footage. Simple and rustic designs for all cebins and
outbuildings ere preferred. Bathroom additions will normally be
approved. Sewsge dispossl proposals must bg accompanied by a State of
Idaho permit.

B. Colors will be natural, blending intn surroundings. Approved paint
samples are available at the NRA Headgquarters.

C. Colored wetal roofs are okay. Dark brown is preferred. We have not
yet found a satisfactory dark green metal color,

b. Asphalt shingles can be dark brown, dark green or slate gray.

E. Cedar shakes and wood shingles can be left naturel colored or colored
dark brown, dark green, or slate gray.

F. We will authorize one pit toilet and one storage outbuilding per
site. Storage building = 120 sq. ft, maximum. Pit tollet must be at
lewst 300' from live or intermittent stream. Additional structures
will not normally be approved.

Zk’ a. All new electrical installmtions WILL BE UNDERGROUND!

1. Outdoor high intensity lights operated on an automatic timer sre not
permitted.
I. Attached decks will normally be authorized if roasonable in size. Ten

to twelve feet maximum width should suffice.

J. Hot tubs are not encouraged because of draining concerns. What
happens to the water?

K. Satellite dishes will not normally be authorized.

L. Sleeping cabins will not be authorized unless constructed prior to
1988. There will be an additional fee for each sleeping cabin
authorized,

.

M. Qarages will not normally be authorized.

N, Fences are not authorized.

(D



35

S5ent By: UFFILE MAX; 208/3588//; Mar-19-00 10:28AM; Page 13/18

0. Pole gates may be authorized to restrict traffic into your lot. These
should be constructed of two posts and m pole crose bar with
reflectors. NO CABLE OATES ARE AUTHORIZED BECAUSE OF THE LIABILITY
PROBLEMS WE HAVE ENCOUNTERED. IF YOU HAVE A CABLE GATE. PLAN TO
REMOVE IT AS SOON AS POSSIBLE AND REPLACE WITH A WOODEN POLE GATE!

P, Signg may be placed at entrence roads to direct visitore to your
cabin. All signs should be no more than 12" by 24" {roughly), rustic
in appearance, naturally colored, preferably routed, AND NOT NAILED TO
TREES] They mey he erected to a post.

Q. Play housas, teepees, tree housas, etc. are not suthorized. There are
plenty of neat things for kids to do without needing these additional
structures.

R. For the present, boat docks are permitted at Pettit Lake. They will

be authorized by a separate specigl use permit with a separate annual
fee.

Existing Dock Standards

Max Length 35°
Max Width 8
Max Ht. from water surface 37"

New Dock Standards

Max Length 30!
Max Width 6°
Max llt. from water surface 18"

All docks will be straight-line ("[" shaped). Docks not meeting
atandards will not be authorized by special use peramit and will have
to be removed. NO MORE THAN ONE DOCK PER RECREATION RESIDENCE LOT
WILL BE AUTHORIZED.
Bright colored indoor-outdoor ruga on docks are not acceptable.
All modifications to existing docks and all new construction of docks
must be approved by the Forest Service in advance. All proposed
construction, remodeling, color changes, inatallations, etc. must be
approved by the Forest Service prior to beginning work.

II. DRINKING WATER

A. We encourage the installation of wells.- State of Idaho permits must
be obtained prior to drilling.

B. We must approve all proposed well locations.

c. The Forest Service will file on all well and spring developments on

National Forest lands.
()
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D. Spring developments will normally be asuthorized by B meperate aspecial
use permit. Contact Forest Service for additional details

III, LAWNS

Lawns are discouraged at recreation residence. Cabing ghould be maintained
in as near to a natural setting as possible. Effective firebreaks can
usually be mmintained utilizing native vegetation.

IV. TREE TRANSPLANTING

In no lot is there a tree that will last forever. Human impacts are often
preventing the success of natural regeneration around your cabins, In
order to mssure B forested setting for your “later years,” for your
children, grandchildren, and generally for all others who may pams thig
way, we encourage you to annuelly transplant (water and fertilize} a few
native troes from the forest to your lot. There 1s no charge for these
transplants and no permit is required provided you do not leave the forsst
with the trees. Best survivel rates geem to occur in the early epring
(April to mid-May)}. Several cabins that have begun trangplanting small
(1’-3') trees. We salute your effortsl

V. ‘TREE AND VEUETATION REMOVAL TO IMPROVE VIEWS

A. We normally frown on these efforts, although there may be ingtances
where some tree cutting may mctually improve the overall condition of
the foregt. Contact us before attempting, pleasel

B, Lakeshore and streamside hacking or cutting of vegetation 1a not
acceptable. These water's-edge communities are important elements of
the foreat end should be maintmined in ss near-to-natural a condition
as possible.

VI, HORSES

Horses are not permitted inside summer home areas. If you have horses,
pleese keep them in corrals at Alturas Lake Creek, Cabin Creek, or Russiasn
John. Contact the Forest Service before using the Russian John corral.
Feed must be supplied by you at each aita.

VII. LOT MAINTENANCE

A. The permitted area will be meintained to present & clean, neat and
orderly sppearance. Trash, debris, unusable machinery, improvements,
etc., will be disposed of currently.

(1
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B. The lot will not be used to store building matarials in excess of
those needed for approved remodel or repair.

C. No motorhomes, trailers, boats or other items will be stored on the

lot,

D. Loop driveways are discouraged because of additional impacts to
the Forest.

VIII. SERVICES

A. Qarbage

1.

Whet are you going to do with all you normal household garbage?
How about those remodel projects and the construction debris? DO
NOT DUMP ANYTHING IN OUR CAMPQNIOUND OR PICNIC SITE DUMPSTERS.

YOU HAVE NOT PAID FOR THAT PRIVILEGE. Thase are maintained for
campground and day use visitors ONLY!

As a summer home group, you may went to rent a dumpster from Wood
River Rubbish (in Ketchum} and place it within the summer home
area for your needs. Our campground trash hauling contract has
been with Wood River Rubbish for several years 86 your cost
should be reduced since they will be in the area dumping our
dumpsters twice a weck during the summer.

There may be an opportunity to cost/share maintenance of
dumpaters near your summer home srea with the Forest Service.
Opportunities may exist at Pettit Lake, Alturas, and Easley
areas. Contact us for more details.

Pettit and Velleyview permittees can use the Blaine
County-maintained dumpsters located across Highway 75 from Smiley
Creek Lodge. The Forest Service will not provide dumpsters nt
any summer home are for permittee usc.

The Blaine County Landfill 1s located east of Highway 75 about
seven miles south of Ketchum.

B. Road Maintenance

1.

Your special use permit fee pays for the use of your lot only,
1t does not pay for any ather services (no garbage hauling, no
road maintenance, no free wood cutting rights, etc.)
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IX.

C.

38

2. 1f your summer home tract or organization deasires more frequent
road maintenance than what is presently being provided by us
{which in some cases is guita infreguent}, then you can doupoasit
funds in a Forest Service coop sccount apecifically for increased
road maintenance. We encourage you to do so. Some of you have
elected to do thig where our maintenance has been rare or
non-existent, Pleaso contact the Forest Service if you sre

interested,
Firewood Cutting
3. You may cut dead trees on you lot without 8 firewood permit a9

long as the wood remains on your lot to be used in your cabin.

4. If you cut wood on National Forest lands away from your cabin
lot, then you must have e firewood permit, regardless of whare
you are hauling the wood.

5. If you haul wood on eny state, county, or forest roads, you must
display firewood tags on the back of your load.

FIRE PROTECTION

A,

No fireworke shall be stored or used on tho land covered by this

"permit or in the atructurss thereen.

B.

Fireplaces and all wood burning eppliances will be equipped with spark
BCreens .

The roof shall be kept reasonably clear of leaves, twigs, and othar
debris.

The Holder shall clear and keep clearsad from any structures all
readily burnable vegetation such as dry grass, forest needles, and
dead vegatation,

The use of firearms within a guwmmer home srea is prohibited.

The Forpst Service will respond to structure f{ires on National Forest
lands during summer sonths, but only to keep the fire from spreading.
OF FACILITIES

The Holder may rent his improvements with prior Forest Service
approval. Such rental must be incidental to the Holder's use, be for
recreational purposes and will not exceed a time limit specified by

the Porest Service. The Holder understands that responsibility for
complience with the terms of the peraft will remain with the Holder.

@
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B. Upen placing the cabin on the market for sale the Holder will notify
the Forest Service.

C. Upon ligting the cabin for sale, a sign may be placed next to the
cabin or st the driveway entrance to the cabin.

P. The Forsst Service will not normally approve snow plowing Forest
Service roads. If plowing ie deairsd the Holder will contect the
Fopest Service for review and possible spproval of & snow plowing
perait,

XI. RESPONSIBLE PERSON{S), OTHER CONTRAC{S). AND OTHER OWNER{S)

A. The name, sddress, and phone number of the person responsible for
implementing the provisions of the plan, if other than the Holder,
will be provided to the Forest Service by the Holder.

B. The Holder should provide the Porsst Service with a list of names,
addrassos, and phone numbecs of persons to ¢ontact in the event of an
smergency. .

C, Neames, sddressss, and phone numbars of any coowners should alsc be
provided to the Forest Sarvice by the Holder,
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Mrs. CHENOWETH-HAGE. Thank you, Mr. Mead.

The Chair was negligent in not reminding the witnesses that
their testimony is limited to 5 minutes. We do have a light system
here. The green light means go and just like in traffic lights, the
yellow light means step on it and speed up and the red light means
stop

So with that, Ms. Ver Hoef is recognized for her testimony.

STATEMENT OF MARY CLARKE VER HOEF, CHAIR, GOVERN-
MENTAL LIAISON COMMITTEE, NATIONAL FOREST HOME-
OWNERS, SACRAMENTO, CA

Ms. VER HOEF. Thank you, Madam Chairman. My name is Mary
Clarke Ver Hoef. On behalf of the National Forest Homeowners,
thank you very much for the opportunity to address you today.

The cabin program provides more recreation visitor days per acre
than any other use of the National Forest System. Because of the
nature of the recreation provided, it also overwhelmingly provides
the greatest recreation opportunity to the retired, the elderly and
the disabled. Because of the nature of the cabin experience, these
cabins are overwhelmingly also a family experience.

Cabin owners already pay their fair share and more. We pay the
highest use fees per acre of any of the many users of the national
forest lands. Remember, we also already pay taxes, separate and
distinct from these fees. Cabin permittees, even under the old fee
structure were paying over $2,400 per acre per year with many
paying much more. Under the Forest Service’s currently proposed
fees, cabin owners would be paying an average of over $8,000 per
acre. Because we cannot restrict or prohibit public use of our lots
as Mr. Mead pointed out, the actual permitted area over which we
have control consists only of the footprint of our cabin. By any real
world real estate standard, this footprint already pays more per
square foot than most commercial leases in comparable fee simple
areas. This is the single most revenue positive recreation program
on the national forests.

Now the Forest Service recently began updating the special use
fee that we cabin owners pay every year. The first area to be com-
pleted was the Sawtooth National Forest in Idaho. The new fees
were astronomical. The procedure, as it continued around the coun-
try, resulted in other unreasonable fees.

Although none were quite as egregious, they were high enough
to wonder just who could or would want to pay such a fee for this
use. This program has not been the sole province of the rich before.
With such fees, we fear it will be.

We all agree that we should pay a fair fee for our use, but many
of the resulting fees are not.

In an effort to solve this problem, we joined together with other
representatives of recreation residence users to form a coalition.
The coalition hired a consulting appraiser to help us analyze the
problem. We reviewed the process in many areas of the country.
We found consistent errors in procedures and inconsistency in ap-
plication. The current appraisal method is not the same method as
was crafted by the 1980’s regulatory revisions. The appraisal is
used to reach a base amount from which to derive a fair fee, a fair
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market fee. The current system, the way it is now, is aimed at ap-
praising the permitted lot as if it were being offered for sale.

To do the appraisal step properly, to reach that use fee, for each
typical lot or lots in a tract of cabins, an appraiser must identify
sales of comparable, privately-held parcels in the same geographic
area.

In order to implement the policy this time around, the Forest
Service prepared a new set of guidelines for appraisers. These
guidelines, as currently written, mislead the appraiser to use mar-
ket transactions which are fundamentally not comparable. Where
there are no comparable sales, market transactions are being used
without the proper adjustments to make them reflective of the lot’s
value. Further, there are places in which various governmental
acts, such as the creation of the Sawtooth National Recreation Area
in Idaho and the Government’s act of buying up or limiting the use
of most of the surrounding land, have had an unusual inflationary
pressure on the local land which requires an adjustment to this
method of finding a fair fee so as to result in a fair fee. In order
for us to do this, we do have to do something different.

The bill before us today is intended to remedy the errors we see.
It recognizes the cabin program for what it is, not as equivalent to
a simple vacation home on a subdivided lot in a resort location. It
is aimed at producing a reasonable and fair fee for the cabin use.
The bill includes specific detailed requirements for the appraiser
and is written in language an appraiser can understand. It calls for
appraisal every 10 years instead of 20 years to make sure the For-
est Service is getting the fair market value of our use in the event
the annual index does not work as expected. It chooses a new
index, one more closely tied to local land values, but not one tied
to urban use.

In those circumstances where certain governmental acts produce
an unfair fee using this procedure, the bill requires the comparable
land analysis to go outside the area influenced by those acts. In
those circumstances, the annual index used is a state-wide index
instead of a local one.

In conclusion, the high fees resulting from improper application
of the underlying policy, if allowed to stand, will change the face
of this program, limiting its use to the rich. This program should
stay affordable by the ordinary American. This bill is essential to
that end.

Thank you.

[The prepared statement of Ms. Ver Hoef follows:]
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Introduction

Madame Chairman, thank you very much for the opportunity to address you on an
issue of great concern to recreation residence permittees. | am a member of the National
Forest Homeowners ("NFH") which represents holders of special use permits issued by
the USDA Forest Service pursuant to the Term Permit Act of 1915, 16 U.S.C. Section
4971,

The Forest Service recently undertook its procedures for updating the special use
fee that we pay every year, The first area to complete the procedure was in the Sawtooth
National Forest in idaho which includes the Sawtooth National Recreation Area.. The fees
were astronomical, some as high as $30,000 per year. The procedure, as it continued
around the country, resulted in other unreasonable fees. Although none were quite as
egregious, they were high enough to wonder just who could or would want to pay such a
fee for this use. We all agree that we should pay a fair fee, but many of the resuiting fees
are not fair.

In an effort to solve this problem, NFH joined together with other representatives of
recreation residence users to form a Coalition. This included representatives of National
Forest Homeowners, American Land Rights Association, California Forest Homeowners
Association, Oregon Forest Homeowners Association, and Sawtooth Forest Cabin Owners
Association (ldaho) and included other organizations and individuals whose input was
invaluable. We hired Betts & Associates, a consulting appraiser, to help us analyze the
problem. We reviewed the process in many areas of the country. The Coalition believes
the bill before you today, the Cabin User Fee Fairness Act of 1989, goes a‘long way to
resolving our problem.

What is a Recreation Residence?
in order to understand why the current new fees are unreasonabie for this use, it
is important to understand just what is this asset called a “recreation residence.”
The Organic Act of June 4, 1897, (6 U.8.C. Section 475), and the Multiple Use

1
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Congress has given the Department of Agriculture and, thus, the Forest Service: to
balance the uses of the National Forests “so that they are utilized in the combination that
will best meet the needs of the American people.” Subsequent legislation has in no way
changed these fundamental directives.

When the Term Permit Act, (16 U.S.C. 9701), became effective in 1915, the Forest
Service advertised in newspapers throughout the United States, offering sites for “summer
homes.” Advertising solicited the general public, and the general public responded. The
Forest Service issued permits for recreation residence sites to ordinary people, notthe rich
of our country. This was to be a program to help the Forest Service manage its forests for
recreational opportunities and was just another in a broad spectrum of uses of our forests
by the public.

The early recreation residences were often hand built from materials found nearby.
Access to the sites often took several days and sometimes could only be had by
horseback. Today, many of these original cabins still have hand-hewn shakes and logs,
and display construction methods that are no longer used. They bring to mind the era of
Teddy Roosevelt, early “conservationists,” and the formation of the National Forest
system. We continue to subscribe to these ideals. Many of these are truly cabins in the
woods, not equivalent to a second home at a destination resort area. Many have no
electricity, and many provide and maintain their own road access, as well as their own
water supply.

There is still a valid and valuable place for the recreation residence in the national
forests. This is only a different type of public use of the forest, one that provides the forest
experience to many Americans. Cabins provide access to forest recreation not only by the
immediate family of the cabin owner, but also by extended family members and friends.
In many cases, cabins also provide the very young, the elderly, and people with disabilities
an opportunity for forest recreation that may not be readily available to them in a
campground.

Limitations on the Use

Use of cabins on Forest Service permits differs greatly from that of cabins on private
lots. Our permits are for no longer than 20 years. Permittees must adhere to strict limits
on the use of their cabin. Commercial use is prohibited. We are restricted in the size,
shape, color and period of occupancy of our cabins. Region 5 has recently proposed a
set of uniform guidelines which include all this. They add such provisions as removal of
all but 1400 square feet of cabin size on issuance of a new permit, notwithstanding prior
approval of a larger size. .

Other members of the public may not be precluded from using the “lot” on which our
cabins are placed. The general public is welcome to use every inch of the land on which
our cabins sit except for the cabin’s “footprint”. In order to implement this requirement,
our tract of cabins has worked with the Forest Service to create a system of paths that
makes it clear to the general public that the cabin’s presence does not prevent their use.

We are not guaranteed that we will be allowed to stay on that lot. We must be
vigilant to ensure that the local Forest Plan still perceives our use as consistent with the
overall use of the forest. When the Forest Service proposes new regulations with respect
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to forest plans, we comment on proposals such as the new proposed reguiation’s mandate
to bring the forests back to pre-European conditions. While we must be given 10 years
notice of the non-renewal of our permit, upon its expiration we must remove all structures
and restore the lot to its original condition. The Recreation Residence Policy promulgated
in 1988 and finally revised and published, after an appeal, in the Federal Register at Vol.
58. No.105, pages 28714-28741, June 2, 1994 (1988 Policy}, contains those
requirements. A property subject to these restrictions is a very different asset than a
vacation home with “fee simple” ownership of the underlying land.

The last new tract offered for recreation residences was offered in the 80's. The
number of these cabins has slowly diminished over time. There are currently just less than
15,000 recreation residences left in the system. While the Forest Service has recently
estimated, in testimony, that the cost to administer recreation residence program is $3.2
million, the income currently received from fees before the current re-assessment is $9.4
miilion. This compares very favorably with other uses of the forest, and is the most cost
effective program the Forest Service has on federal land.

Historical Method of Setting the Use Fee

We have no objection to paying fees that we believe are fair, as long as they are
related to the type of use we have. The original practice of appraising the land underlying
our cabins, as though that land was bare undeveloped land, with a percentage of that
value as our yearly fee, should result in reasonable fees, if that process is fairly performed.

As a way to justify the current process, the Forest Service is fond of saying the
permitiees agreed to this method when the Policy was rewritten in the early 1980's. What
the Forest Service is doing now is not what was envisioned then.

Attached as Exhibit A is a copy of a document prepared by three individuals
involved in the process in the early 1980's. It shows the current problem is not a new one.
The attempt was o make the current method of fee determination market-based. The
adjustments were to be made to “fee simple” raw land to result in the fee determination.
When comparable raw land is not available, certain other adjustments were to be made.
The 1588 Policy is contained in Section 33.3 of the Forest Service Handbook. It cails for
the fair market value of the recreation residence lot to be established using professional
appraisers. The appraisers are to determine the market value of the lot as if it were owned
by the cabin owner (fee simple) “without consideration as to how the authorization {of the
use) would or could affect the fee title of the lot.” Typical lots are to be chosen in each
tract {to avoid the cost of doing separate appraisals for similar lots) and each of these are
to be the subject of an appraisal. Comparable market sales are to be used “of sufficient
quality and quantity that will result in the least amount of dollar adjustment to make them
reflective of the subjects lots’ characteristics.”

The Policy language then gives specific adjustments that should be made. These
include:

a. Physical differences between the lot and comparable sales;

b. Legal constraints imposed upon the market by governmental agencies;

c. Economic considerations evident in the local market;

d. “Locational” considerations of the lot in relation to the sale comparables;
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e. Functional usability and utility of the lot;

f. Amenities cccurring on the lot as compared with the sales comparables;

g. Availability of improvements (roads, water systems, power, stc.) provided by
entities other than the cabin owner;

h. “Other market forces and factors identified as having a quantifiable effect upon
value.”
After a value is set, the annual fee is determined by multiplying this value by five percent.

The “comparables,” and the validity of using any chosen market transaction as a
“‘comparable,” as in any appraisal, are crucial. The adjustments were expected to result
in a fair adjustment to a dissimilar transaction.

Current Method and Problems with Methodology

The current method for determining a yearly fee, then, is based on the concept that
there can be an appraisal of comparable bare, privately-held land. For each “typical” ot
or lots in a tract of cabins, the appraiser must identify sales of somewhat comparable
privately-held parcels in the same geographic area.  Thus, the comparable parcel must
be truly comparabie. The annual permit fee is then set at 5% of the appraised value for the
“comparable” parcel of private land. This annual fee is then multiplied by an index to
account for inflation {or deflation), currently the Implicit Price Deflator (IPD), chosen for its
‘tendency to be more stable than other indexes.. This re-appraisal process is to occur
every 20 years.

In order to implement this policy this time around, the Forest Service prepared a
new set of guidelines for appraisers. Our review of those guidelines, and our review of the
resulting appraisals, leads us all to believe that these guidelines, as currently written,
mislead the appraiser to use market transactions which are fundamentally not comparable.
Where there are no comparable sales, market transactions are being used without the
proper adjustments to make them reflective of the cabin lot's value. This results in flawed
appraisals and, in some places, excessive values.

Further, the fact that this is an unusual asset, and the unusual method by which the
appraisers are to produce a “comparable sale” when there are few really comparable
assets, has complicated the issue. Finally, various governmental acts, such as the
creation of the Sawtooth National Recreation Area in daho and the act of buying up the
surrounding land, have added an inflationary pressure on neighboring land which makes
the use of “comparable sales” less than useful when using this method to set a fair fee for
this use.

Several things in the language of the guidelines caused us concern. First, the
current guidelines refers to “sites,” not “lots.” An earlier version of the Policy contained
the “site” language, which was changed to “lot” in the final version due ta a legal opinion
that the term "lot” was preferable. It is clear that the individual who wrote the guidelines
was not aware of that change.

In addition, a most troublesome sentence occurred in the guidelines in C-2.1(f) (2).
“As a private privilege [sic] use of National Forest System lands, the occupancy cannot
interfere with public or semi-public uses having a documented higher priority.” Language
such as “private privileged use” flows directly out of the language of the Appellants to the
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Policy as it was originally drafted. That philosophy was soundly rejected by the amended
Policy, with its language at 2347.1 that recreation residences are a valid use of National
Forest land. The language “higher” pricrity does not occur in the final version of the
Policy, either, having been replaced with the correct “altemative” publicuse. The Coalition
can only conclude that the draftsperson of the guidelines had a personal opinion about the
cabin program which differed from what the Policy intended.

Our review of selected actual appraisals, and the analysis of our appraisal expert,
confirmed what we suspected. The manner in which the guidelines were drafted is
resulting in the use of market transactions which are not comparable. Further, appraisers
working under the guidelines provided by the Forest Service consistently fail to make
appropriate market adjustments where warranted.

Inforests near destination resort areas, and even in tracts whose location is outside
the actual “neighberhood” influence of the resort but whose “comparable sales” evidence
does not reflect the difference, developed vacation subdivision lots are being used, and
the Forest Service's appraisal staff has expressed the opinion that this is entirely
appropriate since the cabins are equivalent to any other “vacation home” that someone
who has sufficient funds can afford to purchase. Eventhe poorly drafted guidelines refer
to the "natural, native state” in the definition section of C-2.1(f). Raw land is not the same
as a developed lot in the marketplace.

In circumstances where an appraiser is unable to find local market transactions of
the sale of undeveloped land, land in various stages of recreation developrment are being
used, but the appropriate adjustments reguired by the Policy are not being made. For
example, an adjustment for “remoteness” of the typical cabin lot is rarely included. The
required deductions for physical improvements to the site are sometimes made, but they
are not always adjusted for the extra cost that the remote nature of the location brings, or
for the difficulties that the lot itself imposes for the costs of improvements. Further,
appraisers are being directed to make adjustments to give the benefit of the doubt to the
Forest Service when considering improvements.

The Forest Service provides the raw land and over the years the cabin owners
have capitalized and taken the risk in providing water, sewer, utilities and the cabin
structure. These improvements, unless recently added, are rarely documented. We know
the Forest Service did not build the cabin, but often only the cabin owner’s memory is left
to show the access road was originally built by the cabin owners, even though the road is
now aiso used as access to the campgrounds. These are expenditures that should accrue
to the cabin owner, not the Forest Service. The remoteness of the site, and its physical
limitations (its steepness, the quantity of rocks ar quality of the soil) set the amount of
money the cabin owner spent on the construction of the roads, sewer and water systems.
If the Forest Service cannot prove it provided the improvement, then no adjustment should
be made to increase the value of the raw, undeveloped lot.

Also of great concern is that an adjusiment is not being made between the market
price of raw undeveloped land and the market price of a developed subdivided lot. This
is referred to by professional appraisers as the “entrepreneurial incentive” factor, and it is
this factor that captures the entrepreneurial nature of the market. A lot in a subdivision
sells for more money than does an undeveloped parcel. 1t is the developer who provides
capital for the improvements upon raw land and assumes all risk — such risks as an
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undependabile water table, boulders that increase the cost of road-building, septic fields
that require more sophisticated technology than had been anticipated, or short-term reat
estate market fluctuations as a project is brought to completion. Developers capture this
entrepreneurial incentive by adding a percentage or percentages of “value” to their land
as the project progresses. Appraisers see the value of a subdivision as an equation:

raw land value+ development costs + entrepreneurial incentive = developed lot market
value.

We know that appraisers have inquired about using this adjustment factor. We
know the Forest Service at the Washington, D.C. level has instructed its regional
appraisers not to adjust for the cost to develop a subdivision, profit to the developer, risk
or infrastructure in the appraisal. This instruction conflicts with the Uniform Standards for
Federal Land Acquisition as well as the Policy. It is consistent, however, with the staff's
view that these cabins are equivalent to residences in a vacation resort subdivision.

These adjustments are not speculative. They can be readily determined by
consulting the developer whose subdivision lot is being used as evidence of a market
transaction, and a common range of percentages of the total lot price can be anticipated
as an adjustment factor. 1t is this factor that is not being deducted in the adjustments to
market transactions to result in a bare land value. This should be required in the
specifications to appraisers. Instead, the language of those specifications leads the
appraiser to use subdivided lots as comparables with no adjustment. By failing to allow
the required entreprensurial adiustment, the Forest Service is attempting to capture this
factor for itself. This practice resuits in a fee that is greater -—-often far greater— than the
fair market value of the use. This is clearly not what the Policy says, norwhat was intended
by the drafiers of that Policy, nor does it result in fair fees.

We believe that the current problem can be mitigated by the revision of the
guidelinesto appraisers, but, based upon our discussions with Forest Service employees,
itis clear the Forest Service will not make those changes. They rely on the belief that they
must get “fair market value”. They do not recognize the difference between the fair market
value of the use and the fair market value of the underlying real property. The
Independent Offices Appropriations Act of 1952 (L.O.A.A.) as amended 31 U.S.C. 9701
requires that our fees be

(1) fair, and

(2) based on-

{A) the costs to the Government

(B) the value of the service or thing fo the recipient;

{C) public policy or interest served; and

(D) other relevant facts.
A number of our members worked with the Chief of the Forest Service when the current
Policy was developed. We know what was intended. An appraisal method is to be used
to "back in” to a fair use fee. We know what the 5% was intended to cover. The current
implementation of the policy is not what was intended.

Further, such a method is fraught with the potential for confusion by appraisers.
This is an extremely unusual asset, with an unusual appraisal methodology. It took the
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Coalition and its expert much time to unrave! the reasons fees were being set so high, and
we know the nature of the asset and the underlying policy.

it became clear that legisiation was the only manner in which to scive this problem,
given the Forest Service’s approach to this recreation use. The bill before us is anattempt
to support the underlying policy of setting fair fees, while providing a valid appraisal
methodology fo do so. Further, an adjustment is required when that methodology will not
result in fair fees for the use, in cases where a government act inflates local fand prices
though the creation of a scarcity, such as has occurred in the Sawtooth National
Recreation Area in Idaho. A different inflation factor is proposed, as well as a slightly
different method for resolution of disputes over the appraisal results where they arise.

The Cabin User Fee Fairness Act of 1999

The Bili before us today, which we support, is intended to remedy the errors we see.
It recognizes the program of recreation residences for what they are, not as equivalent to
vacation homes on subdivided lots in resort locations. 1t calls for reasonable and fair fees
for cabin use.

The Bill also includes specific, detailed requirements for the appraisal, since this
is such an unusual appraisal assignment and its current implementation has revealed so
many problems. It calls for appraisal every 10 years, instead of 20, to make sure the
Forest Service is getting the fair market value of our use, in the event the annual index
does not work as expected. It chooses a new index, one more closely tied to local land
values, but not one tied to residential use.

In those circumstances where certain governmental acts produce an unfair fes, we
require the comparable land analysis to go outside the area influenced by those acts. In
those circumstances, the annual index used is a state-wide index instead of a local one.

As is currently provided, the first appraisal is performed by an appraiser of the
Forest Service’s choosing, and in the event that there is an objection, the second appraisal
is at the cabin owner’s expense. Here, it is specifically provided that the presiding officer
then can choase the results of the first appraisal, the second appraisal, or any value in
between the two appraisals. If the resulting fee appears unfair to the cabin owner's tract,
in which the typical lot is designated, then the tract can ask for arbitration.

With the use of the proper appraisal instructions, the need for a second appraisal
should be reduced. For those cabin owners with completed appraisals, they would have
a choice to accept their appraisal under the old method, or request a new appraisal. As
not all appraisals report huge increases in value, many completed appraisals will not need
to be redone. . :

Attempts were made to ensure that the language of the bill is understandable to an
appraiser in the field, who, after all, is the individual charged with the first attempt to make
itwork. We did discover errors in appraisals resulting from simple ignorance of appraisal
theory. The old method only called for appraisers to be members of a nationally
recognized professional organization. Forest Service appraisers only needed adequate
fraining, completion of basic courses, and “competence”. The Bill seeks to bridge the gap
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between the normal knowledge of a suitable appraiser, and the unusual request that this
appraisal involves. The Bill's provisions seek to make clear what is being appraised, and
why.

Conclusion

The bili before you today, the Cabin User Fee Fairness Act of 1999, is a much
needed revision to what is now a problematic process of setting special use fees for the
recreation residence. Ourresearch shows the methodology currently employed results in
appraisal errors in theory, with resulting erroneous values. Some of those errors have
created unreasonable fees which cannot possibly reflect the fair market value of the use.
This bill should correct those errors, giving the appraiser careful instruction for a difficult
assignment.

The method of setting use fees based on an appraisal of the underlying lot, if not
adjusted where certain governmental acts have cause local land to precipitously rise in
value, results in even more unreasonable fees. Directing appraisers to use land outside
the area of influence of the governmental acts will result in the selection of truly
comparable land, with a resulting fair fee.

Performing the appraisals every 10 years instead of every 20 years will keep the
use fees closer to fair market value, as will the use of an index closely tied to local land
fluctuations. All this should create a more intellectually honest appraisal method, which
is consistent with uniform appraisal theory, and which should bring us all the assurance
that the fair market value of the use is being captured.

The high fees resulting from improper application of the underlying policy, if aliowed
to stand, will change the face of this program, limiting its use to the very rich. This
program should stay affordable by the ordinary American. This Bill is essential to thatend.
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Ms. CHENOWETH-HAGE. Thank you very much.
The Chair now recognizes Mr. Betts for testimony.

STATEMENT OF RICHARD M. BETTS, MAI, ASA, SRA, BETTS &
ASSOCIATES, BERKLEY, CA

Mr. BETTS. My name is Richard Betts and I am a California
State Certified General Appraiser and the partner in Betts & Asso-
ciates in Berkeley, CA. I appreciate the opportunity to present to
the Subcommittee my analysis of the problems that have arisen,
with respect to the calculation of fees for occupancy of cabin lots
in the national forest system.

I was retained in 1998 by a coalition of cabin owners, to analyze
the market-value appraisal methodology and instructions employed
by the Forest Service. I am being compensated by the Coalition for
my appearance today, but the Coalition has exercised no control
over my statement, nor whatever replies I might offer in response
to questions from the Subcommittee.

I would describe myself as a very active appraiser, specializing
in complex properties and complex situations. I have had more
than 35 years of experience in appraisal and real estate economics
consulting. I will skip talking about my background to get to the
meat of this.

In conducting my analysis, I reviewed some 16 key documents,
including the Forest Service Recreation Residence Authorization
Policy, sections of the Forest Service Handbook, a number of
memoranda and correspondence and I have also examined in detail
the initial appraisal reports and several second appraisal reports
from cabin tracts in Idaho, Oregon and California.

The primary focus of my analysis, as I indicated, was upon the
market-value appraisal process itself, including the instructions
and their implementation. Unquestionably, major work is needed
to clarify the instructions, to remove material that is contrary to
the adopted policy and to guide appraisers to proper practice in
this very complex and unusual setting.

I have identified four major problem areas. The first and the
major problem area is in the definition of the property being ap-
praised. The policy clearly states that the Forest Service is pro-
viding raw acreage, but most appraisals are of subdivided lots and
much of the guidance from the Forest Service implies that the ap-
praisal should be of a subdivided lot. Because the Forest Service
material is relatively general in wording, regional instructions also
vary.

A second major problem is with adjustments for access and utili-
ties, which usually were provided by the permittee, but are incor-
rectly handled in Forest Service instructions and in appraisals. In
most cases, the cabin owners put in all of the effort and manage-
ment and took all of the risks associated with developing access
and utilities and the cabin itself. Forest Service language leads the
Forest Service to capture the cabin owners’ investment in these
utilities and access and the portion of value that results from the
cabin owners’ effort and risk taking.

In addition, the current instructions put the burden of proof on
the cabin owners to document who paid for what many decades
ago, which the Service never required them to document.
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The third problem was with the selection of market data upon
which to base the valuation. This usually was because of the first
problem I have noted, the incorrect definition of the property being
appraised, which is, basically, the first step in the appraisal proc-
ess, as we define it.

The fourth problem was the adjustment of the market data for
relevant differences, something that is a necessary step in every
appraisal. In general, examples include appraisers adjusting for the
existence of lot access or utility systems or building improvements
and they would correctly use the depreciated current replacement
cost of the improvements, but apparently without adjustment for
the extra costs involved in construction in more remote locations,
without allowance for the noncontractor—cost elements that impact
value, which we are bound by our code of ethics to consider, and
using depreciation procedures that do not reflect the real economic
lives of such improvements.

In conclusion, I am quite convinced by my study of the completed
appraisal reports that there is a major problem. The bill, I believe,
will lead to fairer and better appraisals of market value. We have
had the opportunity to consult with representatives of the Ap-
praisal Institute and others, to see if there are any wording
changes that will try to tweak the bill still better, and we are inter-
ested in doing that.

Thank you, Madam Chairman.

[The prepared statement of Mr. Betts follows:]
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Written Testimony of
Richard M. Betts, MAI, ASA, SRA
California State-Certified General Appraiser
Betts & Associates

Madam Chairman, my name is Richard M. Betts, and | am a Califomnia State-
Certified General Appraiser and the principle partner in Betts & Associates, Berkeley,
California. | appreciate the opportunity this afternoon to present to the subcommittee my
analysis of the difficulties that have arisen with respect to the determination of
appropriate fees for occupancy of cabin lots in the National Forest System.

| was retained in 1998 to assist a coalition of cabin owners with the analysis of the
appraisal methodology and instructions employed by the USDA Forest Service in
determining special use fees for the use and occupancy of these cabin lots, and to make
recommendation to the coalition about possible solutions that meet any statutory or
political requirements for capturing fair market value for the federal government. Their
coalition consisted of representatives of the National Forest Homeowners, American
Land Rights Association, California Forest Homeowners Association, Oregon Forest
Homeowners Association, and Sawtooth Forest Cabin Owners Association in Idaho. |
am being compensated by the coalition for my appearance today, but the coalition has
exercised no control over my statement nor whatever replies | might offer in response to
questions from the subcommittee.

Qualifications

| would describe myself as a very active appraiser, specializing in complex properties
and complex situations. 'm the holder of the MAIl, ASA (Real Estate), and SRA
professional designations, with more than 35 years of experience in appraisal and real
estate economics consulting.

| hold Bachelor of Science and Master of Business Administration degrees from the
University of California, Berkeley, with a major in Real Estate and Urban Economics, and
a minor in Economics. 've since received substantial postgraduate education from
colleges and professional groups. | have also taught extensively, including courses for
the University of California, Berkeley, School of Business, University of California,
Berkeley, Extension Division, University of Southern California, Merritt Community
College, American Institute of Real Estate Appraisers, Society of Real Estate
Appraisers, Appraisal Institute, American Society of Appraisers, International Association
of Assessing Officers, and others. And | have also lectured extensively, giving speeches,
workshops and seminars for professional groups, community colleges, and community
organizations.

| am the author of a number of books and articles, receiving the Robert H. Armstrong
Award from the American Institute of Real Estate Appraiser in 19886 for my article, “The
Impact of Securitization on Real Estate Appraisal.” | was the author, in 1979, of The
instructor's Guide for Real Estate Appraisal, published by the State of California
Department of Real Estate. | am the coauthor, with Silas Ely, of Basic Real Estate
Appraisal, now in Fourth Edition, published by Prentice Hall, 1998. | am aiso the
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coauthor, with Dennis McKenzie, of The Essentials of Real Estate Economics, also
published by Prentice Hall and now in Fourth Edition, 1994.

| have been accepted as an Expert in more than ten Superior Courts, in the District
Courts, in Federal Bankruptcy Courts, and in Assessment Appeal Boards of six counties
in Califomia. | also have extensive arbitration experience, both as a “party” arbitrator,
and as a neutral third, in numerous private arbitrations. | am on the Panel of Arbitrators
for the American Arbitration Association and have served as an arbitrator on AAA cases,
as well as a lecturer at AAA training sessions in California and Hawaii. | have also
performed assignments for the U.S. General Accounting Office, the U.S. Department of
Justice, the National Park Service, the U.S. Fish and Wildlife Service, the California
Auditor General, and numerous other agencies, large and small corporations,
organizations, and private individuals.

Certification

| don't mean to belabor my credentials, Madam Chairman, but | think it is important
that my recommendations to the coalition of cabin owners be evaluated by this
subcommittee within the context of the extensive training and experience | brought to the
task. | also want to certify to this subcommittee the same statement | signed in
conveying to the coalition my report dated June 4, 1939, containing my analysis and
recommendations; that—

s The statements of fact contained in the report (and my testimony today) are true
and correct.

« The reported analyses, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions, and are my personal, unbiased professionai
analyses, opinions, and conclusions.

« | have no present or prospective interest in the property (if any) that is the subject
of this report, and | have no personal interest with respect to the parties involved.

+ | have no bias with respect to any property that is the subject of the report or to
the parties involved with this assignment.

» My compensation from the cabin coalition was not contingent upon an action or
event resulting from the analyses, opinions, or conclusions in, or the use of, the
report.

+ My analyses, opinions, and conclusions were developed, and the report was
prepared, in conformity with the Uniform Standards of Professional Appraisal
Practice.

« | have not made a personal inspection of the property that is the subject of the
report.

» No one provided significant professional assistance in my preparation of the
report.
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Documentation

In conducting my analysis for the cabin coalition, | reviewed 16 key documents.
These included the Forest Service Recreation Residence Authorization Policy (59 FR
28714}, relevant sections of the Forest Service Handbook, various government
memorandums and correspondence, and testimony offered in earlier congressional
hearings. | also examined in detail the initial appraisal reports and several second
appraisal reports from cabin fracts on National Forests in Idaho, Oregon and California.
Congressional staff and members would find at least some of these materials essential
to the understanding of the problem and potential solutions. if so, | have made the full
bibliography available to the subcommittee staff.

The Problem

The United States Forest Service has, for many years, maintained a program of
providing sites for cabins in the national Forests. Nearly all of the cabin sites are
grouped into clusters, called a Tract. Each cabin site consists of a dimensioned parcel,
drawn on a map. No subdivision process is followed, and no local approvals are
involved. Holders of a Permit to use a lot are allowed to build a small cabin, for
occasional use only, subject to many restrictions. Usually, the Forest Service provides
only raw native land, and the permittee must pay the expense, and bear the risk, to
provide and maintain any access road or trail, as well as any desired water, sewer,
electrical, or other utility system. The permit is only valid for 20 years, and the permittee
may have to remove all improvements at the end of the term. However, the permit can
be renewed, and they usually are. The permit can also be canceled, with 10 year's
notice, and they sometimes are.

The permittee pays a fee for the permitted iimited rights of use to the lot. Currently, this
fee is set at 5% of the market value of the raw land at the start of the permit term,
updated annually by the implicit Price Deflator — Gross Domestic Product, (IPD). The
market value is set by an appraisal of a sample lot, or lots, in the Tract. Currently, the
Forest Service has started the first reappraisal sequence in some years, as the policy
had been under administrative review for some time. | examined the early resuits of that
process, to determine if corrective action is needed.

The Conclusions

It is clear that cormective action is needed, that the early results of the process indicate a
number of problems, of a systematic nature. As somewhat of an aside, there appear to
be several significant public policy questions with the policy as conceptualized. For
instance, the IPD index does not match the changes in local fand values around the
country, leading to substantial under- and over-indexing, and abrupt changes in permit
fee upon reappraisal. | am also concerned about the lack of support for the 5% return,
given the unusually large number of negative influences that are hidden within it, rather
than being enumerated in the appraisal process.

The primary focus of my analysis was upon the appraisal process itself, including the
instructions and their implementation. Unquestionably, major work is needed, to clarify
the instructions, remove material that is contrary to the adopted Policy, and guide
appraisers to proper practice in this very complex and unusual setting. A set of those
instructions is attached to my testimony.
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The major problem area | noted is especially in the definition of the property being
appraised. Policy clearly states that the Forest Service is providing raw acreage, but
most appraisals are of subdivided lots. A second major problem is with adjustments for
access and utilities, usually provided by the permittees, but often incorrectly handled in
instructions and appraisals. Added problems are noted with the selection of market data
upon which to base the valuation, and the adjustment of the market data for relevant
differences.

Based on my analysis, | have made recommendations to the cabin owners’ coalition for
appraisal guideline language, intended to provide clearer direction to appraisers, based
upon the problems noted as of June 4, 1999,

Summary of Findings

The four elements of the current Forest Service Recreation Residence Permit Fee
program are 1) the selection of representative sample lots to appraise, 2) the appraisal
of the market value of the Forest Service land, 3) the percentage of value charged as the
fee, and 4) the annual fee indexing procedure. in my opinion, there is strong reason to
be concerned ahout the probable consequences of the policy as presently envisioned.
With respect to the policy as implemented, it appears that the process for selecting
sample lots is working satisfactorily. However, the evidence clearly shows that the
current appraisal process and the annual indexing procedure are not working
satisfactorily. And it is highly unlikely that the current fee percentage, 5%, correctly
reflects the positive and negative elements that it is supposed to capture.

Issues Regarding Policy Consequences

To examine the underlying philosophical goals of the policy is not at all a primary goal of
my work in this matter. Nevertheless, the context of my work would be remiss if it did
not, at the least, point out some of the more obvious anomalies I've observed.

OCne public policy question involves giving the public a reasonable planning horizon, for
investing in constructing and recovering benefits from a cabin. The policy appears to call
for an annual fee that represents a 5% return on the then-market value of the native
undeveloped land, but with permission to build a cabin, for recreational residential use
only. in areas of the country where there are larger increases in population, income, or
other factors that increase demand, the result will be that cabin fees will certainly
escalate faster than the normal increases in income of many cabin owners. This forces
out those who are less well off, in favor of those better able to pay the new higher rent. it
might be better public policy to give a cabin-building family some better assurance of
being able to stay there through a generation cycle, perhaps 30 years, or until the title
transfers. Such an improved policy might, for example, cap the permit fee increases
arising from market value increases to no more than the CPI, with recovery of the
excess upon transfer.

A second public policy question arises when the government creates a monopoly by
artificially restricting the supply of cabin sites, and then seeks to be paid rent based on
the high prices arising from its artificially contrived shortage. In some parts of the
country, it seems very likely that the Forest Service has so completely sliminated private
land holdings and cabin sites that there is no private competition for the Forest Service
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cabin fots. In tum, the current Forest Service policy of allowing no new lots, and of
selectively eliminating existing ones, further eliminates supply. Here, then, the Forest
Service almost certainly has so constrained supply as to artificially drive up values, and
the rents to be paid. To profit from such a system does not appear either fair or good
public policy.

Annual Fee Indexing Procedure

It was not part of the scope of my work to analyze this issue in detail. However, it is clear
that the current fee indexing methods are not working at all well. Some lots appear to
have been indexed well over what is probably about their correct amount, while others
may be well under. Forest Service staff has explored ideas for alternate indexes, and |
believe that these ideas, and others, should be investigated. It is possible, too, that a
review of this topic should aiso address the public policy question of a reasonable
planning horizon, which | have raised above.

Fee Percent of Value

It also was not part of the scope of work to analyze this issue in detail, but what the
percentage represents is nonetheless closely tied to adjustments in values addressed in
Section 6 of H.R. 3327. The percentage of market value that is charged as afee is set at
5%. This number has been in use for many years, and there does not appear to be any
evidence to establish its basis or appropriateness. | have assumed that this rate is to be
left in place, but | have grave doubts that it fully reflects all of the permit limitations that it
is supposed to reflect.

itis alleged by the Forest Service that this rate is discounted from the land retumn rates
found in the market, in order to reflect a number of restrictions imposed upon permit
holders that are not found in private market land transactions. Thus, there is supposed to
be a good relationship between the amount of the reduction in the rate and the reduction
in desirability resulting from the restrictions.

Land rates of return, (as a percent of the first year's value, as is the case here), are
influenced by numerous factors, including the length of the contract, (longer increases
the rate), if the rent is periodically indexed for inflation, (which lowers the rate), if the land
is subordinated to a construction loan, (increased rate), and if performance on the
contract is guaranteed by tenant expenditures on buildings (which lowers the rate).
Location also influences land return rates, as urban rates are considered higher than
rural rates.

Forest Service staff has written of market rates that range from 10 to 17%, in justifying
the amount of discount produced by the 5% rate. However, it is likely that rural rates for
20 year leases with annual indexing, secured by development of cabins, often also
secured by the expense of developing water, septic, electricity and roads, are more in
the 7 to 10% range, leaving a relatively slim discount for the substantial ownership and
use restrictions, so well documented in prior hearings on this topic.

The Appraisal Process

The problems with the appraisal process are numerous, but appear to be interrelated,
and may be summarized as follows.
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One: The implementation of the appraisal process is producing a wide variation in
results across the country, and a general bias toward excessively high values. Anecdotal
evidence indicated that relatively few lots are being undervalued, but many are being
substantially overvalued.

Two: Review of actual appraisal reports indicates widespread misunderstanding of the
assignment by appraisers.

Example: Appraisals are typically being performed by relying solely on sales of
privately subdivided lots, usually with some lot improvements, utilities, and road
access, often accessible and useable year-round. However, the Specifications make
clear that the Forest Service is only providing unsubdivided raw acreage, [“in a
natural, native state,” C-2.1(f)(3)], usually without lot improvements, utilities or road
access.

Example: Some appraisals are performed apparently assuming that permit holders
should be charged for the value contribution of access roads and utility systems,
without any investigation or documentation as to whether the access roads and utility
systems were provided by the permittees or the Forest Service, despite the direction
set forth in the Specifications.

Three: Appraisal Guidelines provided by the Forest Service are giving incorrect, biased
or inadequate definition of the assignment, providing incorrect, biased or inadequate
direction to both regional staff and contract appraisers.

Example: Appraisers are given explicit factors that they must consider, in some
cases without adequate instruction that other relevant value factors must also be
considered, leading to appraisals that ignore, for example, significant locational
differences. See also the examples, above, of apparent appraiser misunderstanding.

Example: Forest Service materials indicate that appraisers should reflect the value
increment resulting from power, water, or telephone systems or public roads owned
by other public agencies. However, under the clear language of the Specifications,
this is not correct whenever these systems 1) were not present at the time of the first
cabin permit at that location, or 2) were instalted at the expense of the cabin holders.
In addition, there are undoubtedly cases where the system was indirectly paid for by
the permittees, through monthly bills or annual property tax assessments, for
example, and it is unguestionably the intent of the policy not to reward the Forest
Service for those features.

Four: Review of actual appraisal reports indicates widespread problems with application
of the particular appraisal skills needed to accurately perform these assignments.

Example: Appraisers are adjusting for the existence of lot access, utility systems, or
building improvements, correctly using the depreciated current replacement cost of
the improvements, but apparently without adjustment for the extra costs involved in
construction in the more remote locations, without allowance for the non-contractor
cost elements that impact value, and using depreciation procedures that do not
reflect the real economic lives of such improvements. See aiso the earlier examples.
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Five: Statements by Forest Service staff indicate a lack of understanding of appraisal
theory, as applied to these assignments.

Example: Staff has indicated that the historical cost of cabin permittee-provided
roads, utility system, and lot improvements is to be deducted from the value
conclusion, when using comparable sales that have such amenities and lot
improvements. In fact, to estimate the market value of the lot, the market value of
those improvements must be deducted. There is no debate about this issue among
appraisal theoreticians.

Example: Staff has indicated that only the depreciated cost of access, utilities, and/or
improvements should be deducted, and has indicated that any deduction for the risks
faced in installing these items must be ignored, along with any allowance for
overhead and profit. There is no debate among appraisal theoreticians about
including these items in cost-based value analyses of the type indicated here.

RECOMMENDATIONS
General Policy Statements

One: The policy probably should seek to base the fee on the Market Value of the “fee
simple estate of the National Forest land underlying the lot,” (#33.3), for use as a
seasonal recreation residence site only.

Comment: However, it is very likely that an alternative system could be deveioped
that would be equitable, much less expensive, less controversial, and less error-
prone.

Two: The fee should be based on a percentage return on the estimated market value.
The percentage return will be 5%, said number being understood as reflecting a Market
rate of return, adjusted downward for the 1) short term of the permit, 2) the substantial
limitations placed by the permit upon the use of the lot and the term of the permit, and 3)
the public rights of use to the lot. The limitation of the use to seasonal, non-permanent
use is understood not to be refiected in the rate, but rather in the value process.

Comment: | am simply assuming that this part of the process will be continued. It
bears repeating that there does not appear to be any documentation to support this
figure, nor does it appear likely that it correctly represents the correct discount from
market rates of return for the many restrictions imposed on the permittees.

Three: The market value should be determined by appraisals of representative lots,
selected in the same manner as now established.

Four: The appraisals should be performed by a “state-certified general real esfate
appraiser,” licensed to practice in the state where the lot(s) are located.

Five: Each appraiser should be required to perform the appraisal in compliance with the
Uniform Standards of Professional Appraisal Practice (USPAP), then-current edition,
and the Uniform Appraisal Standards for Federal Land Acquisitions (UASFLA), then-
current edition, and with the Specifications, as amended to reflect policies and guidelines
established by the Congress.
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Six: The appraisal report should be a “self-contained report,” as that term is defined by
USPAP, and the report should be compliant with the reporting guidelines established in
UASFLA.

Specific Appraisal Guidelines

One: The appraisal should estimate the market value of the raw land provided by the
Forest Service, available for use as a seasonal cabin site. The appraisal should not
appraise the lot as if a legally subdivided lot.

Comment: The Forest Service is indeed only providing raw land, without the burden
of the expensive mapping and approval process faced by private parties. The costs
and risks of this process are reflected in the sale prices of all private subdivided lots,
(whether the specific ot predated the current expensive process or not). It is unfair to
ask cabin permittees to pay rent on something that the Forest Service did not
provide.

Two: Where the sold parcels that are identified in the marketplace are small parcels,
whether within a subdivision or not, the adjustments must reflect the market difference
between such small legally divided parcels and lots such as the subject, which are
legally undivided portions of a large acreage. Where the sold parcels are relatively large
parcels, the adjustments must reflect the market difference between the sales and the
subject lots, due to the greater land area that the buyer will control in the sale, on the
one hand, and the possibility of more than one cabin lot, if allowable, on the sale parcel.
It may be desirable to obtain both types of comparable sales, if possible, in order to
better bracket this adjustment. .

Comment: The Forest Service cabin lots do not have an exact equivalent in the
private marketplace. The lots have the same “cabin site benefit” that gives value to a
privately held parcel, but they lack the feature of being a separate legal parcel. On
the other hand, they are more valuable than a “pro-rata” allocation of bulk acreage,
as each has its own cabin approval, while the bulk acreage often only has
permission for one cabin. The cabin sites are, on a price per acre basis, inferior to a
privately divided lot of similar size, but superior to a larger parcel with zoning
capability for only one cabin. However, on a parcel price basis, the Forest Service
cabin lots are inferior to both privately divided parcels of similar size and larger
parcels limited by zoning to only one cabin site. It is necessary to spell out this
unique aspect of the appraisal assignment.

Three: The appraisal should reflect the market value contribution of any utilities, (such
as water, sewer, electricity, or telephone), or access roads or ftrails, etc., that can be
clearly established as having been provided and maintained by the Forest Service.
Utilities and access provided from the general funds of any other government agency, as
opposed to a special district or other user funding source, shall also be reflected. All
other utilities and access should be presumed to have been provided by or funded by
the permittee.

Comment: Some Forest Service lots were developed many years ago. Policies at
that time did not require that the permittee maintain permanent records of work
performed or expenditures. The burden of proof as to the original funding for utilities
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and access within the Forest should now be on the Forest Service. Further, where
the original facilities were funded by the Forest Service, but have been maintained
for many years at permittee expense, these should be treated as if provided by the
permittees. However, some facilities will have been paid for by local government
funds not generated for that purpose by the permittees. It is not practical to separate
those predating the Forest Service Tract from those installed since, and it is more
equitable that the permittee’s rent reflect both than neither.

Four: The appraisal should be based upon analysis of one or more of the following
categories of market data:

e Sales of larger privately-owned acreage parcels of land, generally somewhat
similar in size to the Forest Tract being examined,

« Sales of privately-owned individual smaller parcels of land, not part of an
established subdivision,

« Sales of privately-owned lots in a mapped and recorded subdivision,

« Sales of cabins in the Forest Service tract in question, or other nearby similar
Forest Service tracts.

Comment: It is desirable to give the appraiser the ability to rely on all possible
sources of market information. Available data in some locations may be much more
limited than in other locations. However, it is clear that appraisers need some
guidance ranking the relevance of the data that might be available.

Five: The relative weight to be given by the appraiser to the market data that has been
collected should be in the same order as set forth in guideline Four, above, (sales of
larger privately-owned acreage parcels of land, generally somewhat similar in size to the
Forest Tract being examined being given the most weight). This weighting reflects the
relative similarity with the land provided by the Forest Service, and the inherent
problems with adjusting evidence of a less similar nature to accurately reflect the
differences. Sales of cabins in the Forest Service tract in question (or nearby) should not
be used, unless there is no other relevant data, lest the appraisal reflect local artificial
scarcity factors caused by Forest Service policies.

Comment: It is important to stress to appraisers that the potential evidence varies in
its usability, lest they select data on the basis of its ease of access, for example, or
other, less relevant factors. It is also important to limit appraisers use of less reliable
information to those times when it is the only data available. Please note that the
results of such an appraisal may be artificially inflated.

Six: The appraiser should consider, and adjust prices of the sold parcels for, all factors
likely to materially influence market value, in estimating the market value of the specific
parcel. These factors would include, but are not limited to, all typical value influences set
forth in standard appraisal literature. Particular attention should be paid to differences in
the locations of the parcels, in seasonal accessibility, and in the physical ease or relative
cost of cabin construction.

Comment: | have not tried to provide a “shopping list” of possible factors. instead, |

have tried to use standard appraisal language, pointing to the sources that
appraisers know from their training. However, | have added a sentence here to

10
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stress those issues that | believe are most likely to cause problems in this
circumstance.

Seven: Where the sold parcels, (market data), have cabin improvements, or lot
improvements, (such as utiiities, access road, or lot grading), and the Forest Service lots
being appraised did not have these amenities provided by the Forest Service, the
appraiser should adjust the sales prices of the sold parcels by the market value
contribution of any such amenity. The adjustment process also needs to reflect the
construction difficulties for such amenities at the subject lot, and must include an
appropriate allowance for entrepreneurial profit and overhead.

Comment: It clearly is important to remind appraisers that it is the market value
impact of these amenities that must be adjusted for, including all typical cost
elements, and using costs applicable to the subject lot, not those at the location of
the sale. Please note that these lots have the normal risks associated with
development, reflected in the profit and risk allowance noted above. There also are
abnormal risks associated with these sites, which are discussed in guideline Eight,
beiow.

Eight: Where the sold parcels have wells, (or water systems), and/or septic systems,
and the lots being appraised do not have these facilities provided by the Forest Service,
the adjustment must reflect not only the depreciated current replacement costs of
installing such facilities at the lots being appraised, as set forth in guideline Seven,
above, but also must reflect the risk deduction that is taken in the market when such
facilities are absent and the buyer cannot know at sale whether it will be routine or highly
difficult to install them. This risk allowance might be the cost of drilling for water at
several locations, or drilling deeper, or the cost of an altemate, more expensive method
of proceeding.

Comment: Appraisers clearly need to be reminded that the adjustment amount must
reflect the thinking in the market. Where no well or septic is in place, and the buyer is
to bear all of the risk regarding cost overruns, or complete failure, to complete them,
it is clear that the discount in the market value is greater than just the cost of a well,
or successful system. That discount belongs to the party who bore that risk, usually
the permittee.

These recommendations will sound familiar to those who have already read H.R. 3327.
The cabin coalition has made available to the Chairman’s staff, and to Representative
Nethercutt's staff, over the past two years as much information as was available to the
coalition about various alternatives worth examining. A number of alternatives were
discarded as unworkable and unlikely to produce a refiable, fair process of determining
fees over time.

There are a number of methodologies available to the subcommittee for setting fees in a
manner that returns fair market value. For example, you can mandate an entrance or
user day fee, to be paid every time the cabin owner visits the cabin. Or, you can
determine the average cost of renting and divide this number by days or value. You can
establish “market value,” or what the use (amenity) would be worth for rent or sale in the
general market, exposed to a large number of people. A more nebulous measure of fair
market value is “use value,” the value to a specific user for a specific use,

"
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it was clear to me in discussions with the cabin owners and the Forest Service that
capturing fair market value is both a consideration in setting policy and a considerationin
compliance with statute. In making new law, it is the choice of the Congress whether to
further the practice of capturing fair market value, or to set some new course.

The recommendations | have offered further the policy and practice of capturing fair
market value for the occupancy and use of forest cabin lots. )

| believe that, if adopted, these recommendations will do the job without the
inconsistencies, errors and ambiguities contained in the current Forest Service policies,
procedures and instructions for determining the market value of cabin lots. The current
fee determination process leads to errors, misapprehensions and misunderstandings on
the part of appraisers in the field, who are being asked, without sufficient and clear
direction, to examine a very complex and unusual setting.

| also believe it is unlikely we will see the appropriate changes occur, absent clear
guidance from Congress and one or more of our professional appraisal organizations
about how to do it.

| very much appreciate this opportunity to testify. As the subcommittee continues its
work on H.R. 3327, | will be available and pleased to assist as needed.

12
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SECTION C-2 SPECIFICATIONS FOR THE APPRAISAL OF RECREATION RESIDENCE
SITES

SECTION C-2.31 - GENERAL SPECIFICATIONS

C-2:1(a) - Scope of Service. The contractor shall furnmish all materials,
supplies, tools, equipment, personnel, travel (except that furnished by
the Government listed in Section I, and shall complete all requirements
of this contract including performance of the professional appraisal
services listed herein.

The project consists of one or more narrative appraisal reports which
include all the recreation residence sites listed in Appendix A. The
contractor may use her/his discretion in presentation of the market data
and analysis. For example, it may be appropriate to include transaction
data in one report and description/analysis of all the sites in one or
more additional reports. Each appraisal report shall be furnished in an
original and 2 copies. The appraisal shall provide an estimate of fair
and equitable cash market value for a typical site, a site within a tract
3r group of tracts, as if in fee ownership and restricted to a recreation
residence site use, excluding all permittee (hereafter called “"holder")
provided improvements on and to the site.

€-2.1(b) - Narrative Apvraisal Report. The contractor shall make a
detailed field inspection of the designated typical site(s) and all other
listed sites within each recreation residence tract. The contractor must
make investigations and studies as are appropriate and necessary to
enable the contractor to derive sound conclusions in conformance with
recognized appraisal standards; and shall prepare a written report.

The date of value in the appraisal shall not be more than 30 days from
the last inspection of the typical sites(s), inspected by the contractor,
if possible; but in no event, no later than 60 days.

€-2.1(c) - Meeting Notice. The contractor is obligated to provide
recreation residence holders in a tract grouping a minimum of thirty (30)
days of advance written notice of the site examination data. Notices
shall be sent, certified mail, return receipt requested, to addresses
furnished by the Forest Service, in Appendix A. Receipts shall be given
to the contracting officer representative. The contractor shall give
holders, holder representatives, and the Forest Service Sr. Review
Appraiser the opportunity to meet with the contractor to discuss the
assignment. The meeting shall be held at a location most convenient to
the tract grouping and at a time when' most affected holders could be
expected to attend. This notice, and the responses thereto, shall be
documentad in the contractor’s letter of transmittal of the appraisal
report. The appraiser shall have available for review full and complete
copies of all app:aisal instructions, directions, and requiremeriLs at
said meeting. The Forest Service will provide such copies.

EXHAT
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€-2.1(d) - Updatina of Repor:. Upon the reguest of the Forest Service,

the contractor, during a 2-year period following the valuation date of
the appraisal report, shzll update the value as of a specified date., The
updated report shall be sulxritted in original and 2 copies and include

sales data or other evidence to substantiate the updated cenzlusiza of

value if a change in value occurs.

£-2.1(e) - Definiti Terms. All terms, words, and processes (unless
specifically defined and given herein) shall have the meaning and be
interpreted in accordance with the definitions of same as contained in

the most recent edition of The Dictionarv of Real Estate Appraisal

published by the Appraisal Institute.

{1) Permit - A permit is a special use authorization to occupy and
use National Forest System land for a specified period and is revocable
and compensable according to its terms.

(2) Recreation Residence - A privately owned, non-commercial
principal structure, its auxiliary buildings, and land improvements
located upon National Forest System lands as authorized under a permit
issued by an authorized officer. The residence is maintained by the
holder for the use and enjoyment of individuals, families, and guests.
As a recreation facility, it is intended for use as a recreation
residence for a minimum period each year, but not to the exclusion of a
permanent residence elsewhere. a private privilege use of National
Forest System lands, the cccupancy cannot interfere with public or
semi-public uses having a documented higher prierifhy

(3) site - The site is the actual physical area of National Forest
System land as described in a permit, said land being in a npatural
pative state when the exclusive use was first permitted by an authorized

£ficer.

{4) Tragt - A tract is a logical grouping of recreation residences
' ocecupying an area of National Forest System land in a planned and/er
approved manner similar to private-sector subdivisions. ically
located near scenic natural attractions {lakes, streams, mountains,
scenic views, etc.), tracts are designed to be environmentally
acceptable, compatible with the public interest, and to provide full
public use and enjoyment of the natural attraction. Residences within a
tract are subject to terms and conditions of individual permits issued.
In general, permits within a tract grouping provide for similar
Privileges, restrictions, terms, and fees; and apply te land units having
similar utility of physical, legal, economic, locatiomal and functional

characteristics.

-2 -
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SECTION C-2.2 - TECHNICAL SPECIFICATIONS

€-2.2(a) - Format. The report, in form and substance, must conform to
recognized appraisal principles and practices applicable to estimating
cash market value as outlined in the 1992 edition of Uniform Appraisal

Standards for Federal Land Acguisitions, except as modified or amended

herein. The appraisal report shall present and document adequate factual
data and analysis to suppeort any rate, ratio, percentage or dollar
adjustment made to any comparable sale; as well as any other value
information in sufficient detail to permit an intelligent peer review.

The report shall be typewritten on bond paper sized 8 1/2 by 11 inches
with all parts of the report legible; shall be bound with a durable
cover; and labeled on the face identifying the appraised property
including contract number, appraiser’s name and address, and the date of
the appraisal. All pages of the report, including the exhibits, shall be

numbered sequentially.

€-2.2(b) - Contents. The report shall be divided into tabulated parts of
at least:

PART I - INTRODUCTION

PART II - FACTUAL DATA

PART III - ANALYSES AND CONCLUSIONS

PART IV - ADDENDA

The content of the report shall contain, as a minimum, the following:

C-2.2(b) (1) - PART I - INTRODUCTION

A. Title Page. This shall include (1) the name and location of the
recreation residence tract; (2) that the appraisal is for the Forest
Service-USDA; (3) name and address of the individual or firm making ‘the
appraisal; (4) date of value estimate; (S) the report date and
appraiser’s signature. :

B. Table of Contents. This shall be arranged in accordance with the
sequence of typical headings with corresponding page numbers. ’

C. Summarv of Facts and Conclusions. This is a brief resume’ of the
essential highlights of the report. The purpose is to offer convenient
reference to basic facts and conclusions. Items which shall be included
are (1) name of recreation residence tract; (2) size range of sites; (3)
authorized use which is highest and best use; (4) improvements furnished
by Forest Service included in appraised value; (5) estimated value of

each typical site.

D. Statement of Assumptions and Limiting Conditions

1. All holder-provided improvements on and to the land (site) have
been identified in the body of this appraisal report, But have been fully
excluded from the value conclusion cited herein.
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2. The legal description cited herein was furnished by the Forest
Service and is assumed correct. ’

3. The site(s) as appraised in this appraisal report were jointly
selected by the Forest Service and the holders; and provided to the
appraiser. The site(s) are assumed typical, unless noted and documented
elsewhere in this appraisal report that, in the appraiser’s opinion, the
selected site(s) is not representative of the recreation residence tract

grouping.

The Appraiser may add additional assumptions and limiting conditions as
necessary so long as they do not limit the scope, function, or purpcse of
the appraisal report; and accurately reflect attitudes found in the real
property market as well as the "Uniform Standards of Professional
Appraisal Practice," as published by The Appraisal Foundation.

E. References. The contractor shall list the source of data
incorporated within the report such as records, documents, technicians or
other persons consulted, along with a statement of their qualifications
and identification of the contribution to the report. To be included in
the ADDENDA, such list shall contain the name, address, telephone, and
date contacted for each person or organization frem which the contractor
obtained data included in the appraisal report.

€-2.2(b) (2) - PART II - FACTUAL DATA

A. Purpose of Avoraisal. The appraisal purpose is a cash market
value estimate of the fee simple interest of the National Forest System
land underlying an area authorized by a permit, but without consideration
as to how the permit would, or could, affect the fee title of the site(s)
within a recreation residence tract, or the designated typical site(s)
within a recreation residence tract grouping.

B. Definition of Market Value. The amount in cash or on terms
reasonably equivalent to cash for which in all probability the property
would be sold by a knowledgeable owner willing but not obligated to sell
to a knowledgeable purchaser who desires but is not cbligated to buy.
The value estimate must give accurate and careful consideration of all
market forces and factors which tend to influence the value of property,
and which bear on the most probable price in terms of money which the
site should bring in a competitive and open market under all conditions
requisite to a fair sale.

C. Estate Appraigsed is the unencumbered fee simple title of the
typical site(s) as if held in private ownership, restricted to a
recreation residence use, and subject to all applicable local
governmental police powers. Federal government property is typically not
impacted by non-Federal pelice powers such as zoning, building, health
and land use codes, or development restrictions. Such use controls are a
function of the permit in order to protect the public. Reconciliation of
non-Federal police powers with permit restrictions of a like nature must

be made.
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Warranted adjustments for these matters external to the site(s), but
influencing the sites(s), must be quantified and made in the appraisal.
For the purpose of the appraisal, the site(s) shall be considered as in
private ownership subject to the more stringent of applicable local
police powers or permit restrictions of a like nature.

D. Area and Local Data. The report shall include a concise
discussion of market area, trends in use, and neighborhood or area
analysis. This type of information is usually background data leading to
the appraiser’s conclusien of the highest and best use. In this
instance, the highest and best use is the authorized use which is a
recreation residence site within the constraints of all known physical,
legal, econcmic, locational, functional, and amenity characteristics of
the site and the market in which it competes.

E. Property Data. Include 2 narrative description of the
significant land features appraised. Briefly describe the recreation
residence site tract and the group(s) within the tract, access, location,
physical features, recreation amenities, and other features creating

value or detracting therefrom.

Briefly describe the actual designated typical site(s) within each group
in the recreation residence tract. Show the reasoning leading to the
differences hetween the typical site(s) within each group as measured in

the market.

Any improvements on or to the site(s) provided by or at the expenae of
the holder must be explicitly identified in the appraisal report.
Emphasize and document that these improvements are not included in the
value conclusion, nor are similar type improvements included in the
adjusted market price for comparable sales. Additionally, those items
effecting value external to the typical site(s) provided by the Forest
Service or third parties bearing on the value conclusion in a positive or
negative manner are to be documented, discussed, and adjusted for as
necessary as they relate to the subject and comparable sales.
Private-sector transactions consider any and all improvements on and to
the land. Permits regquire the holders to provide all improvements on and
to the native, natural land to make it ready for the purpose for which it
was intended--a recreation residence site. All similar such improvements
on comparable market sales shall be excluded from value consideration and
adjustments made to the comparables reflecting any such factors contained

within the property boundary.

€-2.2{b) {3) - PART TIY - ANALYSTS AND CONCLUSTIONS

A. Highest and Sest Use/Ruthorized Use. The highest and best use of

the site is for its permitted use, being a recreation residence site
which cannot be used as a permanent and sole place of residence.
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B. Estimate of Value

1. The appraiser shall ensure values of the designated typical
gite(s) in each grouping are based on comparable sales of sufficient
guantity and quality which result in the least amount of dollar
adjustment (in terms of absolute dollars) to make comparables reflective
of the subject site{s). A permitted site is a unique blending of public
and private interests. All site characteristics shall be addressed
within the appraisal in terms of current market standards of value in

relationship to, but not limited to:

{a) ©Physical differences between subject and comparables;

(b} Legal constraints imposed upon the market by governmental
police powers; -

{c) Economic considerations evident in the market;

{d}) Locaticnal consideraticons of subject typical site(s) in
relaticn to the market comparable sales;

{e) Functional usability and utility of the typical site(s).

"{f} BAmenities accruing to the subject in relation to comparable
sales;

(g) Availability of improvements or services provided by
parties other than permit heolders, including services provided
by the Federal Government;

(R} Other market forces and factors identified as having a
quantifiable effect on value. :

2. Cash market value shall be based upon the typical site(s) use as
2 recreational residence homesite and shall be supported by confirmed
~ recent transactions of comparable sites having similar uses, but adjusted
for differences from the subject site(s). Only the market data approach
(sales comparison analysis) need be developed by the contractor, unless
there is market evidence another appraisal technique is more applicable.

3. 1In the designated recreation residence tract, appraise the
typical lots identified, rather than all individual lots. The typical
site(s) for each recreation residence tract have been pre-selected by the
Forest Service and the holders. The objective is to keep the number of
typical sites appraised to a minimum.

4. For each sale used in the market data approach, list: parties to
the transaction, date of the transaction, confirmation of transaction,
size, legal description, interest conveyed, consideration, conditions of
payment (cash or terms--contract sales shall he discussed and conclusions
made as to their cash equivalence), improvements (kind and whether they
contribute to highest and best use), outstanding rights and reservations
and their effect on value, zoning, and physical description--topography,

cover, etc.
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. Much of this type data need not be repeated in the narrative portion of
the appraisal if included in a complete analysis of the sale data
write-up included in the Addenda. :

For each sale, describe water, roads, electric power, sanitation systems,
and other site externmal influences such as road maintenance, as well as
who provides them and on what frequency--the buyer or seller,
governmental agency, or no one. Specifically relate external influences
to the appraised typical sites(s). Each of these items should be
measured in the market as to what effect they have on the market value of

the site (s) being appraised.

5. Market value is cash market value or terms equivalent to cash.
All value estimates shall be made on the basis of cash or cash
equivalence. The effect of term sales on market value shall be
considered and conclusions documented in the appraisal report. Normally,
when recreation homesites are sold on terms, subdividers shall sell at a
lower price for cash. If sufficient cash sales are found, comparisons
should be made to cash sales in lieu of contract sales. Contract sales
may be used, but should be adjusted for terms when evidence in the
marketplace indicates a discount rate for such sales. In all cases, the
reason for making or not making an adjustment shall be stated and

supported.

6. Each comparable sale should be described in narrative form in
sufficient detail to indicate how it compares with the appraised property
in elements effecting value.

When the subject typical site(s) and comparable sale differ substantially
in value, adjustments must be shown in sufficient detail (and in dollars
or percentages, if appropriate) to allow the reviewer to judge validity
and acceptability.

When the value of the subject typical site(s} and comparable are not
substantially different, lump sum adjustments are acceptable, though the-
elements of dissimilarity effecting value must still be listed.

7. Sales with improvements (such as water systems, electric power,
etc.) dissimilar to the appraised site({s) may be used if appropriately
adjusted. It is essential to spell out in the appraisal what .
improvements were provided and included in the sales price by the
subdivider or previous owner of the comparable sites, and which
improvements were left for the buyer to perform. The appraiser must
demonstrate all differences in improvements between the National Forest
System typical site{s) and the comparable sales--such as roads, water and
utilities--were considered and equated to the value of the subject with
appropriate adjustments made to the comparable(s). .

8. The final estimate of value shall be on the basis of the toral
value for the typical site, rather than a vaiue per sguare foot, per
front foot, etc. Normally, the unit of comparison in the appraisal of
recreation residence sites shall be the site.
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Permitted size is not an overriding factor where only ocne residence is
allowed on a site. Naticnal Forest recreation resid sites often enjoy
a much greater effective area than the permitted area. Many offer equal
or better privacy or view than larger private lots. Price per front foot
for waterfront sites may be appropriate where it is demonstrated similar
sites are bought and sold on a frent-foot basis. However, the final
estimate of value for the typical recreation residence site shall be in

terms of total value for the site.

Wherever price per front foot is used as the unibt of compariscn, a value
estimate shall also be developed using the overall price per comparable

2s the unit of comparison.

9. If there is a public access strip retained between the lot
boundaries ‘and a river, lake, or other natural attraction, it is toc be
identified clearly how the appraiser considered and made, or did not
make, allowances for the effect of this public access area. The
proximity, accessibility and control of the site frontage upon the
natural attraction is unique in the relationship with the non-public’
sector. Private transactions shall typically convey the full use and
enjoyment of all the land down to {and at times including) the actual
frontage on a natural attrxaction (lake, stream, etc.). To adeguately
provide for the full public use and enjoyment of matural features in a
recreation residence tract area, the government prohibits private ccntrol
of the actual frontage and it is excluded from all permits,

When private market comparables include exclusive control in the
conveyance, warranted adjustments may be needed to account for the
subject under appraisal not having the same quality of frontage as that
of the comparable. Should market transactions not be available in the
immediate comparable area({s), transactions from any similar area shall be
acceptable for purposes of establishing percentage adjustments to market

prices of comparable sales.

10. Information furnished by holders shall be censidered, and
relevant material referenced in the report.

C. Reconegili Final Estimate. The appraiser must
interpret the foregoing data, analyses, and estimates; and state reasons
why conclusions reached in the Estimate of Value section of the appraisal
report are the best indications of the market value of the typical
site(s). The indications given by the various sales cited and compared
shall be analyzed to reach the final value estimate, showing which sale
or sales were considered most comparable and provided the best reliable
indication of value for the typical ‘site{s). The final value estimate as
gsought by the appraisal purpose, assumptions and limiting conditions
represents the appraiser’s reasoned, professional opinion of market value

consistent with:
1. The definition of value being sought;
2. Highest and best use(s} of the site as of the date of

appraisal;

-8 -
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"3. guanity of available market evidence;

4. Quality of available market evidence;

5. Applicanility of underlying appraisal theory and practice;
&§. Assumptions bearing on the appraisal problem;

7. Limiting coﬁdicions specified or identified.

D. Certification - The certification of appraisal shall contain, at
a minimum, the following: :

I certify that, to the best of my knowledge and belief:

1. "The statements of fact contained in this report are true and
correct and no important facts have been withheld.”

2. =The reported analyses, opinions, and conclusions are limited
only by the reported assumptions and limiting conditions, and are my
personal, unbiased prcfessional analyses, opinions, and conclusions.®

3. *I have no {or the specified) present or prospective interest in
the property that is the subject of this report, and I have no (or the
specified) personal interest or bias with respect to the parties
involved."

4. "My compensation is not contingent on an action or event
resulting from the analyses, opinions, or conclusions in, or the use of,
this report.*

5. "My analyses, opinions, and conclusions were developed, and this
report has been prepared, in conformity with the ‘Uniform Appraisal
Standards for Federal Land Acquisitions’ and the ‘Uniform Standards of
Professicnal Appraisal Practice’.®

6. "I have made a personal inspection of the appraised property
which is the subject of this report and all comparable sales used in
developing the estimate of value. The date(s) of inspection was ;
and the method of inspection was W
{If more than one person signs the report, this certification must
clearly specify which individuals did and which individuals did not make
a personal inspection of the appraised property.)

7. "No cne provided significant professional assistance to the
person signing this report." (If there are exceptions, the name and
qualifications of each individual providing significant professicnal
assistance must be stated.)

8 "The recreation residence holders or their representative jointly
inspected the property with the appraiser on (date)." {or the recreation
residence holders were invited te jointly inspect the property and
declined}

- 9 -
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S. *I certify understanding, and agree, this report shall be subject
to review in conformity with the "Uniform Standards of Professional
Appraisal Practice", as published by The Appraisal Foundation; and any
documented finding of inadequacy shall be discussed and corrected as need
be at no cost to the government.*

:10. "The appraisal is made and submitted in accordance with the
standards of professional practice and code of ethics of the professional
group(s) or association(s) in which I hold membership and to which I am
held subject to penalties for violation therecf."

11. "In my cpinion, the cash fair market value of the typical
site{s) is dollars {$ ) as
of (date) . "

By (Avpraiser’s Signature) .

(Name and Title)

E. Qualifications of Appraiser. The qualifications of the appraiser

shall be included in the report as evidence the appraiser is qualified to
make such an appraisal. Additicnally, the appraiser shall be required to
execute and be bound by this contract which provides for:

1. The approved appraisal format to be used.

2. A full, complete, and accurate definition of the appraisal
problem. '

3. The standards of professional competence, ethics, and practices
to which the appraiser shall adhere.

4. Those requirements of the appraisal assignment that may be
imposed under (1) statutes, (2) Federal Regulations, (3) Forest Service
policies and procedures, (4) situations unique to the given appraisal

" assignment. (1/)

C-2.2(b) (4) - Part IV Addenda and Exhibits (2/)

A. Exhibit A - Vicinity Map. This is normally a small-scale map
1/2" to 1" per mile. It shall show the appraised site(s) and surrounding
area, as well as cultural and topographic features.

B. Exhibit B - Comparable Sales Location Map. This map shall show
the location of sales used in estimating market value of the subject
property. It may be combined with Exhibit A.

1/ These requirements are primarily found throughout the appraisal
contract or as separate attachment.

2/ The Exhibits do not necessarily have to be placed in the Addenda.
They may be placed where appropriate throughout the report.

- 10 -
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C. Exhibit € - Recreation residence tract plat as furnished by the
Forest Service and designating tract groupings and typical siga(s) within

a tract group.

D. Exhibit D - Color photographs of all typical sites(s) appraised
and all comparable sales selected shall show pertinent details and
features, including features for which value adjustments were made. The
appraiser is free to include such photographs with the analysis of the
site(s) and analysis of comparable sales to better illustrate the
relationship of the properties. All copies of the appraisal report shall
contain original photographs or comparable color copies.

E. Exhibit E - Other material--including pertinent documents,
charts, maps, etec., not included in the exhibits listed above.

F. Exhibit F - Comparable Sale Data. Each sale listing shall
include sale date, name of seller and buyer, assessor parcel number,
legal or adequate description, size, consideration and terms of sale
(down payment, payment schedule, interest rate, release clauses, etc.),
confirmation or verification (date, by and with whom), purpose for which
purchased, physical characteristics, access and location, outstanding
rights and reservations, site improvements and utilities provided,
special conditions or restrictive covenants, a map or sketch, and a
photograph.

G. Exhibit G - A full and complete copy of the most stringent
standards of professional practice and code of ethics of the professional
group{s) or association(s)in which the appraiser holds personal
membership and to which the appraiser personally ascribes,

H. Prework Conference - Prior to commencement of work, the appraiser
ill meet with Sr. Review Appraisgr, Kim Brower, to discuss the :
roject;preferably on-site. Wot v QW Speas :

I. Use of Aporaisal Reports - All submitted appraisal reports become
the property of the United States and may be used for any legal and '
proper purpose. If requested by a holder or other interested party, a
copy of the appraisal report shall be furnished by the Forest Service to
the requesting party. The requesting party has 45 days in which to
review the appraisal.

SECTION I - GOVERNMENT FURNISHED PROPERTY, DATA, AND SERVICES

The Government shzll furnish the following at the appropriate Forest
Sexvice Superviseor’s Office at the Contractor's request after the award:

I-1 Opportunity to view or possibly use of aerial photographs of the
appraised property and of such other aerial photographs as are
available. (™u be returned to the COR upon completion of the appraisal.

I-2 Copies of pertinent Forest Service administrative maps as
available, for use in the appraisal report.

- 11 -
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INFORMATION

For additicnal information contact Kim Brower, Sr. Review Appraiser, San
Bernardino National Forest, 1824 S. Commercenter Circle, San Bernardiqo,
CA 92408, Telephone number ({(909) 884-6634, extension 3190.

INSTRUCTIONS TO BIDDERS

1. A prework meeting with Forest Service Sr. Review Appraiser Kim
Brower is required. This may be accomplished during the appraiser’s
inspection of the properties. It is preferred that the meeting be
conducted on the "typical sites" involved in the report.

2. The appraisal report must be reviewed and approved by the
authorized Forest Service review appraiser before final payment will be

authorized.

PERFORMANCE

Contract time will proceed according to the following phases. Upoen the
completion of one phase, unused contract time will not be carried

forward.

PHASE 1 - 60 calendar days following meeting with holders, the
contractor shall submit to the Sr. Review Appraiser, at the address in
INFORMATION, above, one (1) original draft appraisal report and two (2)
copies covering the Federal lands contained in each of the various
Recreation Residence Tracts listed in Appendix A.

PHASE 2 - The Government will inspect the draft appraisal report for
compliance with the specifications and return the report to the
contractor with instructions for preparation of the final appraisal
report.

PHASE 3 - 30 calendar days following return of the reviewed draft
report, the contractor shall comply with the instructions provided by the
Sr. Review Appraiser and submit the final appraisal report in one (1)
original and two (2) copies to her. One (1) copy submitted should be
left un-bound for future duplication purposes.

PHASE 4 - The Governmment will review the final report for approval.

PAYMENT
Partial payments will be authorized as follows:

1. 75 percent of the contract price will be authorized upon
approval by the Government of the draft appraisal report.

2. 25 percent of the contract price will be authorized upon
approval of the final appraisal repcrt (plus receipt of the required

copies).

- 12 -
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Ms. CHENOWETH-HAGE. Thank you, Mr. Betts.

Mr. Smith, you are recognized for questions.

Mr. SMITH. I have no questions.

Ms. CHENOWETH-HAGE. Thank you. Mr. Schaffer, you are recog-
nized for questions.

Mr. SCHAFFER. Thank you, Madam Chairman. Let me just kind
of think out loud with your help and assistance about this whole
process.

The references have been made often that the history on these
cabin leases go back to 1915. There seems to be somewhat of a nos-
talgic connection because 1915 was a long time ago and we have
done this for a long time. It was about the time we got income
taxes and about the time the Federal Reserve Board was created,
so a lot of other decisions have negative impacts on the country.
So I am not particularly persuaded just by the—because we have
been doing this for a long time. The conflict that we struggle with
all the time, is the desire to have large national estate for the ben-
efit of the country and to utilize the value of these lands, a decision
that was made in the last century.

And so now we find ourselves trying to—struggling with our de-
sire to have the benefits of the marketplace superimposed on the
impracticality of a socialized asset that belongs to all of the country
and this is a hard thing we do. We tried to do this with the utilities
and transportation and all the rest. We always fight over it. There
is never really a good answer, but we can try to be as fair as we
can. I think that is the goal of the Nethercutt bill that is before
us.
My question, I guess, is does the fee, do the fees that are
charged, do they have any relationship at all to the cost associated
with managing and maintaining and providing the services that
these cabins require? Presumably, putting a permanent cabin in a
national forest is just slightly different than me setting up my tent
over a weekend backpacking trip. I just pack it up and take it with
me, you leave your dwelling there permanently rather and so I pre-
sume there should be some proportional costs where you would pay
more than I do as a taxpayer and citizen to use the lands that we
own in common.

It seems that determining the value of that expense, the extent
to that expense should be somewhat associated with the costs asso-
ciated with using it and really nothing more. I do not pay more if
I decide to stay in a campsite for 7 days versus 1 day. The Forest
Service charges me the same as the taxpayer. In fact, they do not
even know I am there half the time, but what role does the cost
to the Forest Service to have that cabin there play in determining
the fee?

Ms. VER HOEF. If I might attempt to address this issue. First,
I am going to assume that the American public wants to see dif-
ferent forms of recreation on Federal lands. This is one type of
recreation. You noted that you can stay in your campground for
fairly small amount per night. Recognize that it cost the Federal
Government a lot of money to put up that campground and the
concrete vault toilets. They are $200,000 toilets. The cost, the cur-
rent cost of putting in a campground are very high. The cost of the
cabin program has not been great to the Federal Government be-
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cause all of the improvements were supposed to be and generally
are those of a cabin owner.

Mr. SCHAFFER. So the dollars raised off the fee, how much in ex-
cess are they than the cost of actually maintaining these leases?

Ms. VER HOEF. Off the top of my head I think I have that in my
testimony, the Forest Service at one of the last testimonies came
up with a $3 million figure for the cost of administering the pro-
gram. Before the current round of appraisals we bring in $9 mil-
Lion. It could go up to $22 million and more with the current stuff.
So we more than pay our way. This is, of course, not assuming that
they want to charge us for every last little bit of the forest plan-
ning process that might approach dealing with recreation. There
are ways to play with those figures, obviously, but we are cost-ef-
fective. This does not even deal with those issues, where my tract
is where we spend a lot of time working with the Forest Service
in managing all the public uses that come through there. We man
the kiosk. We help them with putting together trails, so there is
a lot of incidental helpfulness that we provide.

Mr. SCHAFFER. Thank you, Madam Chairman.

Ms. CHENOWETH-HAGE. Ms. Napolitano.

Ms. NAPOLITANO. Thank you again, Madam Chair. In listening to
the testimony, especially Mr. Mead, I was rather intrigued by the
fact that you do not have some of the amenities inside the cabin.

Is the cost of what you are paying to Forestry, the same as other
cabins who might have those amenities in them on their property,
inside their cabin?

Mr. MEAD. There are 34 cabin lots in the Valley View tract
where my cabin is. There is one typical which means we all pay
the same fee. Some of the people in my tract are just like I am,
they do not want all the modern. We want to get away from it. We
use kerosene lamps, et cetera. We have a one holer and all that.
And there are some who have electricity and indoor plumbing and
a well. They do not have to use a bucket like we do. This is pretty
much the same all over the Nation, all the tracts I have seen and
everybody I have talked with. There are some people who go a little
fancier than we do, but we all pay the same fee within the tract,
in our tract. Another tract nearby, about 5 miles away by the road,
there are three typicals, one by the lake, one a little back from the
lake and one further back from the lake.

Ms. NAPOLITANO. And they all pay the same?

Mr. MEAD. No, those three typicals, each one of those are ap-
praised differently, different value and therefore the time is a 5
percent factor comes up with a different amount. For instance, I
mentioned the Pettit Lake tract, low will be paying $22,500. That
is the low end. That goes up to about $30,000 to $38,000 on the
second typical and then the third typical which is by itself, $67,500
a year. Well, most of those cabins were not obviously sold or taken
down. I do not know whether you realize, if the cabins are aban-
doned, we have to take them down.

Ms. NAPOLITANO. You own them.

Mr. MEAD. That is right and we have to take them down or the
Forest Service takes them down. They bill us.

Ms. NAPOLITANO. Is there any other, Ms. Ver Hoef, you indicated
that you pay property taxes in addition to this user fee.
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Ms. VER HOEF. Right.

Ms. NAPOLITANO. Generally, what are the property taxes going
for?

Ms. VER HOEF. Well, I am in California. I pay about $500 a year
for property taxes. I also have a lake, I am not on the lake. I am
back from the lake, but I have a tract that is around a lake. I am
one of the few that does not have the pit toilet. When Logan was
born I really wanted to be indoors and my husband set up, it is
basically a pit system that gets pumped, but most people there do
not have running water either.

Remember, that is not something the Forest Service provides.

Ms. NAPOLITANO. I understand.

Ms. VER HOEF. So you are only looking at the underlying raw
land so you are classifying based on the land itself. If you are back
from the lake——

Ms. NAPOLITANO. The footprint itself, where you are located.

Ms. VER HOEF. Well, no, it is the site. The site or the lot. For
ease of allowing an appraiser to look at this, you give him a lot to
look at and in the market place a lot on a lake goes for more than
a lot away from the lake. So you can classify a typical lot along
there, along the lake and one back and that is the—you are ap-
praising the sites, the places for them and not the amenities. You
are supposed to be having raw, undeveloped land be appraised.

Ms. NAPOLITANO. I understand. Now you did make one statement
in that you said this was used for, it was one type of recreation.
Do you have the ability to rent or lease?

Ms. VER HOEF. Generally, the permit provides a limitation on
that. I think it is maybe 2 weeks. You have to get prior permission
from the Forest Service. I do not know anybody who has actually
ever done that. It just does not happen.

Ms. NAPOLITANO. So it does not come in as a second income to
the cabin owner?

Ms. VER HOEF. No. It is quantitatively and qualitatively different
from your typical vacation home. It is a totally different animal.

Ms. NAPOLITANO. It is also my understanding that there have not
been any new permits issued for a number of years.

Ms. VER HOEF. That is correct.

Ms. NapoLITANO. How do we allow other Americans to be able
to participate?

Ms. VER HOEF. I would love to see that happen. One of the
things that we have seen is every time I come and have to write
something for one of these things, I have to cross out the number
of current cabins available. Each year they go down significantly.
No one in the Forest Service is making any attempt to replace
them at all, so you can say, “Oh, we only take out a few a year,”
which is what the Forest Service will say, but there has been a
steady decline of these cabins.

In 1962, in California alone, there were about 15,000. Now there
are only 6,000 left in California. In 1988, there were 15,600, ac-
cording to Forest Service written documents. Now there are about
14,800 and I guess to ask me how we change that, you obviously
know, as far as my personal opinion, that there are plenty of places
in the vast forests that we have where these things could be appro-
priate, where they would not bother anybody, but you are going to



80

have to address that issue to the Forest Service, I am afraid. That
is not something I can do anything about.

Ms. NAPOLITANO. Thank you.

Ms. CHENOWETH-HAGE. Thank you. Mr. Smith.

Mr. SmiTH. Yes. I apologize Madam Chair. I actually have to
leave. This question is really more for the Forest Service than the
appraisers. I was just hoping they could address it.

In flipping through the bill, I had a hard time understanding it
to be perfectly honest with you, even though I am a lawyer. And
what I am curious about is if you could testify, you are certainly
free to answer the question as well, what specifically in the bill
changes the appraisal value? There is a whole lot of talk about
things that they need to consider which allegedly they already do
consider, but there have been estimates that have been made that
it is going to dramatically change the value and both sides agree
on that point.

What I am curious about is what specifically, what page, what
line, what words are going to result in the lower value being esti-
mated?

Ms. VER HOEF. Can I clarify something here? We are not looking
for lower values. We are not aimed at lower values. We are aimed
at having them do it right. And we think if they do it right, we will
end up with some fees we can live with that are fair to both the
American public and to the cabin owner.

Mr. SMITH. OK. It is a rhetorical point——

Ms. VER HOEF. Nevertheless

Mr. SMITH. The point is you want lower fees because you think
the ones currently arrived at are too high.

Ms. VER HOEF. Some of them are OK. One of the things the bill
does provide is that if you do not have a problem with your current
one, you do not have to redo it. Some of them are OK. It is very
interesting because we have seen in some lakes, the fees come in
totally reasonable and the appraisal is done right. In other places,
they are not.

Mr. SmiTH. The problem is it being too much. I do not think
there is a lot of cabin owners coming forward saying that is too
low, they are not being fair.

Ms. VER HOEF. We have had those discussions, be fair.

Mr. SMITH. At any rate, what I am interested in is what in the
bill, where, on what page, what does it say that is going to reduce
the fees and you do not have to parse that out right now. To the
Forest Service, if you cannot answer it right now either, if you can
just submit something to my office so that——

Ms. VER HOEF. Probably do not have time to do that right now,
but I can do that for you. As we said, it was attempted to be writ-
ten for appraisers and I have some legal background also and I had
to use appraisal experts to figure out how to do it.

Mr. SmiTH. OK, thank you very much. Thank you, Madam Chair,
I appreciate your indulgence.

Ms. CHENOWETH-HAGE. I wanted to refer back to part of Mr.
Mead’s testimony and my initial question. I believe that you stated
the total national acreage that was involved with cabins is 5,000
acres out of 192 million acres?
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Mr. MEAD. Between 4,000 and 5,000 acres, that is right, a rather
small spot on the millions of acres in the forest. Many people,
Madam Chairman, feel that the cabins are taking up too much
space. You will also get sometimes the Forest Service person saying
that, the cabins are taking up too much area. And yet when you
show even the Forest Service person, what do you mean? Here in
the Sawtooth Forest we have very few acres, nationally 4 to 5,
probably more like 4,000 acres out of 191, 192 million acres. Now
we are only in 25 States and Puerto Rico, but there are only prob-
ably that many States that have national forests too.

Ms. CHENOWETH-HAGE. Does not that calibrate out to about 1/
500,000th of the total land base?

Mr. MEAD. I think it is point zero two thousandths percent.

Ms. CHENOWETH-HAGE. OK.

Mr. MEAD. In other words, we are not talking about much land.
And as Mary has testified and said, I think the Forest Service says
that the expenses are $3.5 million to administer the program and
I think we had $9.8 million a couple of years ago, the Forest Serv-
ice testified came in, so we are more than paying the expenses and
we would want to pay the expenses. We are taxpayers. We are part
of the public.

Ms. CHENOWETH-HAGE. Mr. Mead, are all the fees going up or
are some going down? What has been your experience?

Mr. MEAD. No, all the fees are not going up. And all of the ap-
praisals have not been made. I forget what the Forest Service, 65
percent, I think Mary says yesterday the Forest Service testified,
63 percent are done. That means there is still a lot to be done.
Some of those high peaks that will be coming in from now on have
not been done. There are places where the appraisals have gone
down. Even in the Sawtooth Forest, well, nothing went down in the
Sawtooth Forest, but some went up much less on the Nevada line
than they did up north, the SNRA, the Sawtooth National Recre-
ation Area.

Part of that, on the other forests going down it, as Mary has sug-
gested, is that the appraiser, the standards that were set up by the
Forest Service are so—definitions and the way it was done, it was
not done right by one appraiser and he got maybe a spike, and the
other appraiser, second appraiser, looked at it in a little different
light and it went down.

Now there is one who has been with the Forest Service for 1 year
on Pettit Lake and they still have not made a decision. That ap-
praiser is looking at it and defining what the Forest Service says
because it is not very plain. That is why this bill has standards in
it and asks the national appraising organization to come up with
better standards. Standards are not really in here. That has got to
be done. In other words, do it right, we say. Do it right, Forest
Service.

Ms. CHENOWETH-HAGE. Thank you, Mr. Mead. I wanted to ask
Mary, to the best of your knowledge, do the cabin owners ever real-
ly formally agree to the use of 5 percent of the appraised value of
the cabin lot to determine the user fee? Where did they get that
5 percent?

Ms. VER HOEF. That is a hard question to answer. I did—no, we
did not agree to any 5 percent. I included a copy of a statement
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in my testimony by three remaining members of the Chiefs Com-
mittee who were around at the time that the original underlying
policy was created. There are no Forest Service members that are
left in the agency. This is their recollection of what actually hap-
pened and what everybody thought they were doing at the time.
The bill is an attempt to get back to where they thought we were.
The 5 percent was capitalization rate, was basically something that
was dictated by the agency. It was not agreed to. Further, the joint
statement that I have attached goes in specific detail into every one
of those things that we have heard over recent years, the Forest
Service saying we have agreed to this. The problem is they have
changed what they are doing from what was originally our under-
standing and everybody else’s understanding at the time. There is
nobody left in the Forest Service from then.

Ms. CHENOWETH-HAGE. Well, they want to compare values of the
cabins on Forest Service lands to those values held in private prop-
erty.

Ms. VER HOEF. And rentals and they come up with a percentage
that they think is equivalent to a standard rental and 5 percent
being lower.

Ms. CHENOWETH-HAGE. Tell me, what is the ad valorem tax rate
for private property in California?

Ms. VER HOEF. I do not know. I think it is a lot less.

Mr. BETTS. It is 1 percent, the ceiling, except for bonds, amortiza-
tion of bonds that are specifically authorized by the voters.

Ms. VER HOEF. Now, we do not pay a real property tax in Cali-
fornia. We pay a possessory use tax in California. I have personal
experience with the local appraisers there. They do not know what
they are taxing. So if you go—I suspect having talked with Mr.
Mead about this, that if you go from State to State, the apprais-
ers—I know for a fact that appraisers from State to State are ap-
praising different things. Assessors, thank you, are appraising or
looking at or assessing different things. And they have varying de-
grees of understanding of what this particular cabin is.

I know that when I got my first bill it said real property tax and
I said wait a minute, called them up and they said, “Oh, we do not
have any other forms, we just put it on there.”

Ms. CHENOWETH-HAGE. Well, I know that the ad valorem tax
rate in Idaho is 1 percent. Some of the counties bump it up a little
higher than that, but the difference between 1 percent and 5 per-
cent, even after the valuation is completed is enormous.

I do want to let the witnesses know that we will go for a second
round of questions and so the Chair would recognize Mr. Schaffer.

Mr. SCHAFFER. I have to admit I was reading something here
and I only caught the last part. So you pay a possessory interest
tax on these lands. It is not really a property tax.

Ms. VER HOEF. It is theoretically, although my little bit breaks
it down for Sheriff and for the hospitals and the various different
things, schools, although this is not my—I am not allowed to have
this as my primary residence.

As I said, they really do not know what they have, but by law,
it is supposed to be the possessory interest tax and I took a sem-
inar on that once just to figure out what it is and you better not
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ask me. I know how the formula works and it ended up being the
same as my fee that year.

Mr. SCHAFFER. I rewrote Colorado’s possessory interest laws
when I was in the State Senate back home and it is a pretty com-
plicated topic and nobody is sure whether it is right or not, it is
just the best you can do.

I want to go back to the philosophy of having the Government
be in the real estate business and in the management, whether
that is even a good idea in the first place, I do not think it is. I
am for national forests, but I am not for having Federal Govern-
ment be a landlord to Americans. That just seems at cross pur-
poses from my way of thinking.

Nonetheless, we have got these Federal lands and there are peo-
ple who rent or lease the space to put their property on it.

Ms. VER HOEF. Permit.

Mr. SCHAFFER. You lease the permit.

Ms. VER HOEF. We get a special use permit, so we are a per-
mittee.

Mr. SCHAFFER. So you are permitted for a temporary period of
time to put your property on the Government’s land?

Ms. VER HOEF. Yes.

Mr. SCHAFFER. Now if we really wanted to arrive at a fair mar-
ket value, I guess we would be talking about the Federal Govern-
ment selling these lands for the value that they believe they are
worth?

Ms. VER HOEF. I think you have got to distinguish the fair mar-
ket value, what is fair for this particular kind of use where the
Federal Government provides a spot. Just like your spot for a tent.

Mr. SCHAFFER. Right.

Ms. VER HOEF. But in those cases they provide a lot of under-
lying things you are probably not aware of when you put your tent
in.

Mr. SCHAFFER. Well, when I go in the back country which is
what I usually do, you just hop on a trail and set it up where, you
follow the rules and I am only paying to the extent that I am a
taxpayer, through my income taxes in that case.

Ms. VER HOEF. And we all pay income tax too.

Mr. SCHAFFER. Yes.

Ms. VER HOEF. It is different and distinct from the fair market
value of land. We just happen to be using this mechanism to back
into a fee that is geographically relevant for a cabin in Idaho as
opposed to Tennessee as opposed to California and that is where
people get confused. They keep saying fair market value, fair mar-
ket value. Well, this is a particular odd duck of use by the Amer-
ican public as a recreation use. I get to keep my tent up longer
than you do. I get to keep my tent up for 20 years. If at the end
of the 20 years the Federal Government decides they want to use
it for something else, they want to put the campground there. They
want to just have it as visual clear corridor, then I have to remove
everything and restore it to its natural and native State that
changes kind of the feeling you have about having:

Mr. SCHAFFER. I guess I am trying to explore what are the legiti-
mate charges for which the—legitimate charges the Government
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should be charging lease holders for versus I guess what you are
willing to concede to.

Ms. VER HOEF. It is a balancing act, is it not?

Mr. SCHAFFER. It is because as I say it is a questionable thing
here. This is a property that we all, as Americans own collectively
and we are trying to figure out how to have you pay fairly. So there
is a cost of actually maintaining and providing whatever services
that are required. You got to cover that.

What else should we pay for in addition to the actual cost of let-
ting you enjoy the national forest, just like I do when I hop on a
trail and set up my tent out in the middle of nowhere?

What other expenses should you have to pay?

Ms. VER HOEF. Well, currently proposed is a cost recovery kind
of fee which will be involved with a small fee for administering, for
actually doing the paperwork on issuing a new permit at the end
of a 20-year cycle if they decide to issue that.

Mr. SCHAFFER. But we are talking on management and regu-
latory costs that are necessary just to accommodate

Ms. VER HOEF. Right, everything else is generally our expense.
If there is a plowed road, it is usually because there is a camp-
ground or some other use. They are never plowing for us. Those
sort of things get done by cabin owners, if we are allowed to. I
know in Idaho, they are prohibited from plowing because that
would get in the way of a cross country trail that occurs in the win-
ter.

So it is different from—it is quite different from what you are
thinking about in terms of the cost because there is not a whole
lot of cost. We have our resource officer come to our meetings once
every 6 months and he comes and we talk and we generally sit
down and figure out what planned projects he might have this
year. We worked on a bridge that they needed to build. So I do not
know how you figure that that is a cost to the Government because
what we are really doing is doing what we have always been push-
ing for over the last 10 years, work in partnership with the Forest
Service to come up with help that is useful for administration of
that particular area by the Forest Service.

Ms. CHENOWETH-HAGE. I thank the gentleman. The Chair recog-
nizes Ms. Napolitano.

Ms. NAPOLITANO. Thank you once more, Madam Chair. Very in-
teresting because it is a very different type of issue that I am used
to dealing with. In fact, having sat on city council and there is
property fees involved and there is all kinds of issues that emanate
from that.

I guess one of the things I am hearing is that there is an issue
with the fair market value versus the fair market fee is what fits
your particular, the cabin users fee issue versus the fair market fee
and that that is something that I am really beginning to try to
grasp to see how do you deal with the issues that you are dealing
with, because you are paying property tax, although albeit it is not
what normal people would pay who live in a home and own it.

Ms. VER HOEF. Actually, it is the same amount.

Ms. NAPOLITANO. No, because the property value would be much
less.
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Ms. VER HOEF. No, because I am thinking of other real property
I know of and it is about the same.

Ms. NAPOLITANO. I am talking about regular home owner. Unless
your prior Prop. 13 in L.A. in California, your taxes are exceedingly
high, T would say in the $2,000 to $3,000 range per month. Post-
Prop. 13.

Mr. BETTS. If you have the same situation, in other words if you
get by the restrictions of Prop. 13 because we are talking about a
recently transferred cabin site on the one hand, versus a recently
transferred private home that is nearby, same size, they are going
to be about the same amount.

Ms. NAPOLITANO. You are talking about cabins. I am talking
about property owners.

Ms. NAPOLITANO. I paid $50,000 for my cabin in 1985. I paid
$500 a year. That is 1 percent.

Ms. NAPOLITANO. What I am saying is the property value of that
footprint of your cabin is worth 5750,000, so you pay 1 percent of
that whereas I may have land that my footprint sits on and I am
paying three times as much or so. There are certain differences and
you are right, I own it and that is something else. Again, you
choose to be there and that is fine. That is not a problem. But I
am looking at the fair market value versus the fee. And I would
like to ask the Forest Service when they come up how much of this
is going to be—how much money are they talking about? How
many cabins are involved? Because you pointed out that some of
the cabins do not have a problem with their fee because it is not
exorbitant or the increase was not such that it is making a terrible
dent and as was mentioned before, they are not saying, “Well, my
fees are real low, increase them.”

So what is the disparity? How can we begin to come to the mid-
dle to understand and assist, but I think the Forest Service needs
to answer some questions in regard to what their future look at
other cabins and are they—you are saying you are losing cabins,
yet if they really are looking to allow other Americans throughout
the areas where these cabins are to come in and be able to pur-
chase cabins, then how do we deal with the problem because they
are going to come in at a higher level and they may not be able
to afford it. So how do we come to the middle? How do we begin
to work so that you do get some assistance in addressing your issue
and your problem and help others be able in future to understand
that they are coming in to an area and they better know up front
that this may be an issue later on for them as you either increase,
for whatever reason.

Do you follow what I am trying to get?

Mr. BETTS. Yes. I would suggest that, of course, there is first off
the philosophical question that Mr. Schaffer has suggested, which
is the issue of whether one charges a fee based on costs or charges
a fee based on market value. In my work for the Coalition, I have
only been working with the issue of market value, so I get to by-
pass that very interesting question that he has posed.

There is the issue with market value that, if you can get it right,
it is at least an equitable independent outside gauge that can be
applied to all alike, and I think that basically the point that we are
trying for with this bill, is to correct serious problems, in my opin-



86

ion, in the administration of the appraisal portion of the fee-setting
process, because it is a two-step process, The appraisal is the first
step, to estimate market value, and then the 5 percent fee, is
charged on that market value as the license fee, and we are not
trying to change that. That is also loaded with some really difficult
philosophical questions, inside that 5 percent fee, but that is not
on this discussion, only the market value is fundamentally what is
being addressed with this bill.

Ms. NAPOLITANO. I am really concerned and Madam Chair, just
a last statement is that we are charged with making sure that the
taxpayer is protected and I wanted to be sure that all taxpayers
are protected and not just one faction of them.

Mr. BETTS. Absolutely.

Ms. CHENOWETH-HAGE. I thank the lady. I have some questions.
I will direct my questions primarily to Mr. Betts, but I do want to
ask Mr. Mead and Ms. Ver Hoef first about some testimony that
we received when we held a hearing a Cordelain a couple of years
ago. We received testimony from a Mr. Adrian De Vries and I
doubt that you can see this, but he entered into the record a pic-
ture of his little cabin and believe me it is a humble little cabin
and I would like to pass this to the Members and for this cabin he
is being charged by the Forest Service $1,076 a year in fees. But
in addition to that, the County charges an assessment of $78.58 for
just county business. He is also taxed $23.54 for the jail override.
He is also taxed $91.96 for School District No. 82 and then the
school override. He is charged an $11.50 additional tax. Now for
counties, roads and bridges he is charged $31.88 in taxes from the
County. For hospital, he is charged $5.74. For the library, he is
charged $12.12 for a total of $255 a year and then for solid waste,
he is charged $95 a year. How often do the solid waste trucks come
out to your cabin, Mr. Mead and pick up garbage and carry it back?

Mr. MEAD. Zero, Madam Chairman.

Ms. CHENOWETH-HAGE. Mary.

Ms. VER HOEF. Zero. We pay for garbage removal.

Mr. MEAD. We pay $41 to Blaine County. They just started this
year. Some people—we have to take the trash out, just like a camp-
er, we take the trash away from our cabin. Some people dump it
at the Smythe Creek store in a dumpster provided by a private
contractor. The Forest Service allows it to be there.

Ms. CHENOWETH-HAGE. And is that close to your cabin?

Mr. MEAD. Five miles.

Ms. CHENOWETH-HAGE. Is that typical for most cabin owners?

Mr. MEAD. Oh yes, every one of us has to carry. Nobody burns
and nobody dumps. We all have to either take it home, which I
generally do. I do not even stop at Smythe Creek Store generally.

Ms. CHENOWETH-HAGE. But like Mr. De Vries, he is being
charged $95 a year for solid waste disposal just like all the other
private property owners.

Mr. MEAD. If that cabin is in Idaho, the lot is in Idaho too, we
are charged by the county as a personal property tax, not as a real
estate property tax. We pay personal—they charge us personal
property because we own the cabin. And by the way, I have got pic-
tures if anybody wants to see them. That looks like my cabin up
there. But the Forest Service, and this is very easy to mix up, the
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Forest Service does not appraise our cabin. You could have and I
think in the Los Angeles area there are some castles on some For-
est Service land, cabin land, but the Forest Service is only charging
you for the use of the lot and they are not appraising that building
whatsoever.

Ms. CHENOWETH-HAGE. Mr. De Vries is also being charged for
roads and bridges. How often is it that the county comes out and
plows out the roads and fixes up the bumps.

Mr. MEAD. Never.

Ms. CHENOWETH-HAGE. Mr. Betts, I have some questions for you.
What factors are not being considered specifically by the Forest
Service in its appraisals that will be addressed in this bill?

Mr. BETTS. Madam Chairman, I believe the major, one of the
major issues is the failure to consider what appraisers call the en-
trepreneurial incentive, which is when you adjust for a cost-based
difference between a transaction that is sold and the property that
you are appraising, you need to look not only at the cost of putting,
for example, the utilities on that lot, but also the risk that the per-
son faced in doing that. So there is a risk allowance and there is
a profit allowance, and those are part of appraisers’ routine proce-
dures everywhere, but the Forest Service apparently holds to the
belief that they are improper here.

The second problem has to do with this issue that I mentioned,
of describing or selecting the right type of properties. What are you
appraising? Some of the appraisals that I have reviewed essentially
handled these lots as if they were finished, subdivided lots. And
they are not. They simply are not. Most of them had no access, no
utilities. They simply are a spot in the middle of a meadow and
that makes them a very different beast in the world of economics
and the appraisal language that is being used; particularly, some
of the memoranda, simply does not reflect that correctly.

Ms. CHENOWETH-HAGE. So, am I correct in assuming that it is
your position that the process the Forest Service uses right now de-
feats the purpose of reaching a real fair market value?

Mr. BETTS. Yes, precisely.

Ms. CHENOWETH-HAGE. And do you think that H.R. 3327 gets us
closer to the fair market value—the process that will lead to fair
market value?

Mr. BETTS. I am comfortable that it will get us closer, yes.

Ms. CHENOWETH-HAGE. That is good. Well, I want to thank this
panel for your outstanding testimony and will have other questions
that we will submit to you in writing. Thank you all for coming so
far and delivering such valuable testimony.

Ms. VER HOEF. Thank you, Madam Chair.

Ms. CHENOWETH-HAGE. The Chair now recognizes the third
panel. Mr. Schultz, on behalf of the Appraisal Foundation in Wash-
ington, DC., Mr. Paul Brouha, Associate Deputy Chief, National
Forest Service System here in Washington, DC.; accompanied by
Mr. Randy Karstaedt, Special Uses Program Manager, and Mr.
Paul Tittman, Chief Appraiser.

Gentlemen, I thank you for attending the hearing and now if you
will please stand and raise your hand to the square?

[Witnesses sworn.]

Mr. Schultz, you are recognized for your testimony.
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STATEMENT OF J. CARL SCHULTZ, THE APPRAISAL
FOUNDATION, WASHINGTON, DC.

Mr. ScHULTZ. Thank you, Madam Chair. I want to thank you for
the invitation to appear before the Subcommittee on Forest and
Forest Health this morning, this afternoon, actually. It was sup-
posed to be this morning, I understand. My name is Carl Schultz.
I am from Atlanta, GA and I am a general certified appraiser in
nine States throughout the southeastern United States and have
developed and taught numerous appraisal courses. I am also the
past chair of the Board of Trustees of the Appraisal Foundation
and a former national president of the Appraisal Institute.

I am here today on behalf of the Appraisal Foundation, a non-
profit educational organization headquartered here in Washington.
The Appraisal Foundation was founded in 1987 by the leading ap-
praisal organizations of the United States to promote profes-
sionalism in appraising. It accomplishes this through two inde-
pendent boards, the Appraisal Standards Board and the Appraisal
Qualifications Board. I wish to emphasize to the Committee that
these two boards are independent and I am not here speaking for
either one, the Standards Board or the Qualifications Board. I am
here on behalf of the Foundation itself.

The Appraisal Standards Board promulgates and generally recog-
nizes performance standards for appraisers which are known as the
uniform standards of professional appraisal practice. The Appraisal
Qualifications Board establishes minimal qualification criteria for
certified appraisers in areas of education, experience and State ex-
aminations.

What makes the Appraisal Foundation unique is the public re-
sponsibility bestowed upon it by Congress as mandated by the Fed-
eral Financial Institutions Reform, Recovery and Enforcement Act
of 1989. The Appraisal Foundation plays an important role in the
real estate appraiser regulatory system. All State real estate ap-
praisal boards are required to use at a minimum the standards and
qualifications established by the boards of the Foundation.

Last fall, the Foundation entered into a contract with the United
States Forest Service to perform an independent evaluation of its
appraisal policies and procedures. The evaluation which has been
conducted over the past 4 months is nearly complete. An evaluation
team appointed by the Foundation performed the review and I
served as the team leader.

As part of the overall evaluation, several weeks ago we were spe-
cifically asked to review the policy relating to cabin permit fees.
The existing policy entitled “Required Specifications for Present
Recreation Resident Sites” is contained in Chapter 6.9, Exhibit 6
of the Forest Service Handbook. In addition, we had available
House Bill 3327, several appraisals prepared for the Forest Service
and permittee and information submitted by appraisers engaged by
the permittee associations.

In reviewing the policy of Chapter 6.9, Exhibit 6 of the Forest
Service Handbook, the members of our evaluation team were un-
able to completely understand the meaning of some of the instruc-
tions. Accordingly, we believe the instructions related to the ap-
praisal of recreation resident sites needs to be clarified.
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It is also our opinion that this lack of clarity is the primary rea-
son for the current divergence in the valuations of these properties.
We will be making specific recommendations to the Forest Service
to clarify the instructions. Our recommendations will include clear-
ly stating what interest is to be appraised as well as what improve-
ments either onsite or offsite ought to be considered in the ap-
praisal.

In addition, it needs to be established whether the site or the en-
tire tract is in its native and natural undeveloped State for pur-
poses of the appraisal.

Turning to H.R. 3327, I want to emphasize that the Appraisal
Foundation neither endorses nor opposes the legislation. The pur-
pose of our appearance before the Subcommittee today is to provide
you with information relating specifically to Section 6 of the bill.

In reviewing Section 6 appraisals, subsection (b) we have serious
concerns about the proposed specific appraisal guidelines. The ter-
minology used in the legislation and restriction on the comparable
properties an appraiser may consider are inconsistent with gen-
erally recognized appraisal practice. Dictating changes to the meth-
odology or approaches to the appraisal process will have a direct
impact on the appraisal. Based on our review of the proposed legis-
lation, an appraiser will not be able to develop a credible market
value estimate. In our opinion, this legislation is not necessary if
Chapter 6.9 is clarified. If Congress deems that a legislative rem-
edy is necessary, we believe it should concentrate on the specifics
of the property to be appraised and the purpose of the appraisal,
rather than the appraisal process. Simply stated, the focus needs
to be on what is being appraised rather than how it should be ap-
praised. We can sympathize with the financial burden being faced
by the cabin owners, but modifying traditional appraisal techniques
is not the appropriate resolution. Perhaps thought should be given
to further reducing the renewal period and/or modifying the 5 per-
cent. However, because these particular issues are more of what we
call public policy matters, we are not making specific recommenda-
tions.

Madam Chair, I appreciate having the opportunity to appear be-
fore the Subcommittee. I hope you and your colleagues in Congress
will not hesitate to use the Appraisal Foundation in areas of ap-
praisal evaluation as you see fit and I would be pleased to answer
any questions you may have.

[The prepared statement of Mr. Schultz follows:]
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Madame Chair, I want to thank you for the invitation to appear before the
Subcommittee on Forests and Forest Health this morning.

My name is Carl Schultz and [ am from Atlanta, Georgia. I have over
thirty years of real estate appraisal experience involving most types of real estate
including commercial, recreational and special use properties. I am a general
certified appraiser in nine states throughout the Southeast and have developed
and taught numerous appraisal courses. I am also a past Chairman of the Board
of Trustees of The Appraisal Foundation and former National President of the
Appraisal Institute.

L am here today on behalf of The Appraisal Foundation, a non-profit
educational organization headquartered here in Washington, DC. The Appraisal
Foundation was founded in 1987 by the leading appraisal organizations in the
United States to promote professionalism in appraising. It accomplishes this
through two independent Boards: the Appraisal Standards Board and the
Appraiser Qualifications Board. I wish to emphasize that these two Boards are
independent and that [ am not here as a representative of either of these Boards.

The Appraisal Standards Board promulgates the generally recognized
performance standards for appraisers, the Uniform Standards of Professional

Appraisal Practice (USPAP). The Appraiser Qualifications Board establishes
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minimum qualification criteria for certified appraisers in the areas of education,
experience and state examinations.

What makes the Appraisal Foundation unique is the public responsibility
bestowed upon it by the Congress. As mandated in the Federal Financial
Institutions Reform, Recovery and Enforcement Act of 1989 (FIRREA), The
Appraisal Foundation plays an important role in the real estate appraiser
regulatory system.

All state real estate appraisal boards are required to use, at a minimum,
the standards and qualifications established by the Boards of the Foundation.
Over the past decade the Foundation has successfully carried out its charge and
has developed a solid working relationship with the state and federal regulators
that oversee the regulation of real estate appraisers.

Approximately one year ago officials from the Forest Service approached

‘The Appraisa} Foundation to discuss the possibility of the Foundation
conducting a review of its appraisal organization. Last fall the Foundation
entered into a contract with the Forest Service to perform an evaluation of its
appraisal policies and procedures. The evaluatior, which has been conducted
over a four-month period, is nearly complete. An Evaluation Team appointed by
the Foundation performed the review and I served as the Team Leader.

As part of the overall evaluation, we were specifically asked to review the

policy relating to cabin permit fees. The existing policy, entitled Required
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Specifications for Appraisal of Recreation Residence Sites, is contained in Chapter 6.9 -
Exhibit 6 of the Forest Service Handbook. In addition, we had available House
Bill H.R. 3327, several appraisals prepared for the Forest Service and permitees
and information submitted by appraisers engaged by the permittee associations.

In reviewing the policy in Chapter 6.9 - Exhibit 6 of the Forest Service
Handbook, the members of our Evaluation Team were unable to understand the
meaning of some of the instructions. Accordingly, we believe the instructions
relating to the appraisal of recreation residence sites need to be clarified. Itis
also our opinion that this lack of clarity is the primary reason for the current
divergence in the valuations of these properties. We will be making specific
recommendations to the Forest Service to clarify the instructions. Our
recommendations will include clearly stating what interest is to be appraised as
well as what improvements, either on-site or off-site, are to be considered in the
appraisal. Inaddition, it needs to be established whether the site or the entire
tract is in its native and natural (undeveloped) state for the purpose of the
appraisal. v

Turning to H.R. 3327, I want to emphasize that The Appraisal F oundation
neither endorses nor opposes the legislation. ‘The purpose of our appearance
before the Subcommittee today is to provide you with information relating

specifically to Section 6 of the bill.
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In reviewing Section 6.Appraisals, subsection(b), we have serious concerns
about the proposed Specific Appraisal Guidelines. The terminology used in the
legislation and the restriction on comparable properties an appraiser may
consider are inconsistent with generally recognized appraisal practice. Dictating
changes to the methodology or approaches to the appraisal process will have a
direct impact on the appraisal. Based on our review of the proposed legislation,
an appraiser will not be able to develop a credible market value estimate.

In our opinion, this legislation is not necessary if Chapter 6.9 of the Forest
Service Handbook, Required Specifications for Appraisal of Recreation Residence Sites,
is clarified. If the Congress deems that a legislative remedy is necessary, we
believe it should concentrate on the specifics of the property to be appraised and
the purpose of the appraisal, rather than the appraiéal process.

Simply stated, the focus needs to be on what is being appraised rather
than how it should be appraised.

We can sympathize with the financial burden being faced by the cabin
owners, but modifying traditional appraisal techniques is not the appropriate
resolution. Perhaps thought should be given to further reducing the renewal
period and/or modifying the five percent of value figure currently being used.
However, because these particular issues are more of a public policy matter we

are not making specific recommendations.
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Madame Chair, I appreciate having had the opportunity to appear before
the Subcommittee today. Ihope that you and your colleagues in Congress will
not hesitate to use The Appraisal Foundation as a resource in the future on any
valuation related issues. I would be pleased to answer any questions that you or
other members of the Subcommittee may have.

###
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Ms. CHENOWETH-HAGE. Thank you very much, Mr. Schultz.
The Chair recognizes Mr. Brouha for his testimony.

STATEMENT OF PAUL BROUHA, ASSOCIATE DEPUTY CHIEF,
NATIONAL FOREST SYSTEM, U.S. FOREST SERVICE

Mr. BROUHA. Madam Chairman and Members of the Sub-
committee, good afternoon. I am accompanied by Randy Karstaedt,
our chief Forest Service Special Uses Program manager, and by
Paul Tittman our chief appraiser. Enactment of H.R. 3327 would
replace the recreation residence fee policy for the National Forest
System Lands and direct the Secretary of Agriculture to establish
a new set of guidelines for arriving at an annual fee for the privi-
lege to use and occupy a national recreation residence lot. The pro-
posed stipulated practices would be different from the appraisal
standards that all Federal agencies are required to use in assessing
fair market value. The Administration strongly opposes H.R. 3327
and I will address three of my most specific concerns in the testi-
mony.

First, let me give you some background. In 1908, we established
cabin tracts and issued special use term permits for cabin owners.
Owners were charged annual rent representing the market value
of the land at that time. The permit fee is only for the site. It is
not related to the value of the structure. As was noted, the Forest
Service grants this privilege only to approximately 15,200 owners
nationwide. In the 1980’s, the Forest Service worked closely with
the public and permit holders in revising our recreation residence
policy and in 1987 published for public review and comment pro-
posed revisions to appraisal and fee determination procedures and
policies for recreation residence uses. Nearly 3,200 respondents
commented. Ninety-six percent of them were permit holders or as-
sociations for holders. Eighty-five percent responded favorably. The
regulations were subsequently published and adopted in 1988.

The terms and conditions of every permit direct the lots be ap-
praised at least every 20 years. In 1996, we started a 5-year effort
to appraise the fee simple value of all lots. We will complete ap-
praisals in the next 2 years, using the same appraisal specifications
and procedures today that were set in 1988.

For the record, I would like to include several charts displaying
changes nationally as well as in several States in annual rental
fees resulting from the appraisals. The national information re-
sulted from 9,600 appraisals or about 63 percent of the total. More
than 58 percent of our holders will experience either a decrease or
a relatively moderate increase. Less than 3 percent will experience
dramatic increases of more than 500 percent. The remainder will
see significant increases averaging a tripling of their fee. Now keep
in mind this is based on annual appraisals that were done more
than 20 years ago, not annual appraisals, but market appraisals.

We realize that a sudden rise in user fees can be a hardship for
some summer residence owners. Therefore, once the appraisal is
completed, we phase in increases that exceed 100 percent over a 3-
year period. Also, increases in recreation residence fees will be im-
plemented in Fiscal Year 2000 only to the extent that they do not
exceed 1999 fees by $2,000.
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In addition, no fee can be increased any sooner than 1 year from
the time the Forest Service has notified the holder of the results
of the appraisal.

At this time, our appraisal procedures are being evaluated by the
Appraisal Foundation as we have already heard from Mr. Schultz.
This is the governing body over all appraisal practices and we have
no reason to believe that the general process will not be accepted
as professionally supported. We do agree, however, because the
standards have changed since 1988, that there is room for improve-
ment.

Mr. Chairman, let me now briefly discuss our objections to the
legislation. First, H.R. 3327 would exempt the permit fee from fair
market value provisions and existing law and regulations. The
Congress and the Administration have a long-standing policy that
the people of the United States receive not a fair fee, but fair mar-
ket value for the use of public lands and resources. Based on our
analysis, we estimate that the fair fee of H.R. 3327, would result
in return to the Treasury of between $8 and $12 million less than
fair market value annually. That has already been noted. A signifi-
cant percentage of our recreation residence permit holders would
be paying an annual fee that is less than the fee now being paid,
fees based on appraisals on land values that were done more than
20 years ago.

Second, the fair fee would be different from a fair market value
rental fee and in a market economy we rely on the market to deter-
mine what is fair. Trying to establish a rental fee without regard
to market rates of similar properties cannot lead to a fair outcome,
but rather only to a subsidized result. That is not fair, although it
is likely to be welcomed by the permit holders.

Moreover, the standard for setting fees would thus be different
than the standard by which the Forest Service assesses and collects
fees from those who hold permits and easements for the 130 other
icypgs of special uses occurring on the national forests and grass-

ands.

By exempting recreation residence permit holders from the prin-
ciple of fair market value rental fees this bill would set a precedent
for other user groups to follow.

Third, H.R. 3327 would create a 4- to 5-year period of disruption
and inequity in the assessment and collection of fees through recre-
ation residence uses because the bill would require the Secretary
to contract with a professional appraisal organization to develop
appraisal guidelines and promulgating new regulations could take
several years.

In the interim, the transition fees that would be imposed are bro-
ken down into several different methodologies which has the poten-
tial to be inequitable among the users at this time.

H.R. 3327 would suspend all current appraisals pending promul-
gation of those new regulations and we basically would be forced
to likely redo much of what we have done. Most of the $4 million
spent on appraisals since 1996 would be lost if the bill were en-
acted. In addition, we estimate a $500,000 cost to develop new
guidelines and regulations. After that, most of the 9,600 folks who
have already had appraisals completed would likely request an-
other appraisal which would cost in the range of $3 to $4 million.
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Ms. CHENOWETH-HAGE. Mr. Brouha, I am going to have to ask
you to wrap up your testimony because we have a vote pending. I
also want to advise you that we will have to adjourn the hearing
after you have concluded your testimony.

Mr. BROUHA. I have just a few more remarks, Madam.

Ms. CHENOWETH-HAGE. We have a vote pending and we have
very little time left. So I need to ask you to submit the rest of your
testimony in writing, Mr. Brouha. I have never had to do this, but
I have just been advised that the Speaker has asked for a certain
process on the floor and then all Republicans will be asked to meet
with the Speaker.

So I, unfortunately, will not be able to attend my own hearing
and Mr. Schaffer will not be able to return. So your entire testi-
mony will be submitted in the record and we do have a number of
questions that we will be sending to you in writing, Mr. Brouha
and Mr. Schultz. We will be submitting those within the next day
or two. Today is Thursday. They will probably be in the mail to you
by Friday. We would appreciate your answers within 10 working
days. As you know, the hearing record will remain open for 10
working days and should anyone who has given testimony wish to
amend their testimony, please do so within that 10-day-period.

This is somewhat unusual and I am very sorry, but I want to
thank you for all the time that you have spent in the hearing and
at this time this hearing is adjourned.

Thank you.

The prepared statement of Mr. Brouha follows:]

STATEMENT OF PAUL BROUHA, ASSOCIATE DEPUTY CHIEF, NATIONAL FOREST SYSTEM,
FOREST SERVICE, UNITED STATES DEPARTMENT OF AGRICULTURE

Madam Chairman and Members of the Subcommittee:

Thank you for the opportunity to discuss H.R. 3327, the “Cabin User Fee Fairness
Act of 1999.” T am accompanied by Randy Karstaedt, Forest Service Special Uses
Program Manager, and Paul Tittman, Forest Service Chief Appraiser.

Enactment of H.R. 3327 would replace the recreation residence fee policy for Na-
tional Forest System lands and direct the Secretary of Agriculture to establish a set
of guidelines for arriving at an annual fee for the privilege to use and occupy a Na-
tional Forest recreation residence lot. H.R. 3327 identifies specific, technical provi-
sions to be included in those guidelines. The stipulated practices would be different
from the appraisal standards that all Federal agencies are required to use in assess-
ing fair market value.

The Administration strongly opposes H.R. 3327. I will address three of our most
significant concerns in my testimony. First, let me give some background.

The Forest Service has encouraged people to use the national forests since 1908.
We encouraged them to recreate, watch for fires, render emergency aid, and report
damages or abuse of forest resources. We established cabin tracts and issued special
use term permits for cabin owners. Owners were charged an annual rent rep-
resenting the market value of the land at that time. This permit allowed the holder
to build a structure for recreational purposes, not to be used as a permanent full-
time residence. The permit fee is only for the site, it is not related to the value of
the structure. The Forest Service grants this privilege only to approximately 15,200
cabin owners nationwide.

In the 1980’s, the Forest Service worked closely with the public and permit hold-
ers, including the National Forest Homeowners in revising our recreation residence
policy, including the manner in which we determine and assess fair market rental
fee. In 1987, the Forest Service published for public review and comment proposed
revisions to its appraisal and fee determination procedures and policies for recre-
ation residence uses. Nearly 3,200 respondents commented on the proposed regula-
tions, 96 percent of whom were permit holders or associations of holders. Eighty-
five percent of those who commented responded favorably to our proposed appraisal
procedures. The regulations were subsequently published and adopted in 1988.
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The terms and conditions of every recreation residence special use permit direct
that recreation residence lots be appraised at least every 20 years. In 1996, we
started a 5 year effort to appraise the fee simple value of all 15,200 of our recreation
residence lots. We will complete appraisals for all of those lots within the next 2
years. We are using the same appraisal specifications and procedures today that
were set in 1988.

For the record, I would like to include several charts displaying the changes na-
tionally, as well as in several states, in annual rental fees resulting from appraisals
that have been completed to date. The national information is the result of com-
pleted appraisals that affect approximately 9,600 recreation residence lots, or about
63 percent of the total. More than 58 percent of our holders will be experiencing
either a decrease in their annual rental fee, or relatively moderate increases. Less
than 3 percent will experience dramatic fee increases of more than 5 times the cur-
rent fee being paid. The remainder will see less dramatic but still significant in-
creases that, on average, will result in an approximate tripling of their current an-
nual rental fee. Note that the changes in fee amounts shown in the charts are cu-
mulative averages.

We realize that a sudden rise in user fees can be a hardship for some summer
residence owners. Therefore, once the appraisal is completed, in accord with Sec.
343 of Public Law 105-83, we phase in fee increases that exceed 100 percent over
a three-year period. Also, in accord with Sec. 342 of the Department of Interior and
Related Agencies Appropriations Act, 2000, increases In recreation residence fees
will be implemented in FY 2000 only to the extent they do not exceed FY 1999 fees
by $2000. In addition, no fee can be increased any sooner than one year from the
time the Forest Service has notified the holder of the results of the appraisal. It is
also our policy to allow the permit holder to get a second appraisal if they disagree
with the results of the first appraisal. If necessary, our policy allows for a third ap-
praisal when there is an unresolved disagreement in value.

Many of the permit holders who are most concerned with our appraisals occupy
lots with high-appraised values, or will experience significant increases in their land
use rental fees. At this time, we have contracted with the Appraisal Foundation, the
governing body over all appraisal practices carried out by licensed appraisers in the
United States, to evaluate our appraisal specifications for recreation residences. I
would be happy to provide a copy of the Foundation’s findings to the Subcommittee
when it is available.

Mr. Chairman, I will now briefly discuss our objections to the legislation.

First, H.R. 3327 would exempt the permit fee for a recreation residence cabin
owner from the fair market value provisions in existing law and regulation. The
Congress and the Administration have had a longstanding policy that the people of
the United States receive not just a “fair” fee, but fair market value for the use of
public lands and resources. The current recreation residence fee policy and proce-
dures that the Forest Service are now implementing were developed to do what Con-
gress has directed us to do: to assess and collect land use rental fees for special uses
based on the fair market value of the rights and privileges granted to the holders
of our authorizations.

Based on our preliminary analysis of the valuation procedures specified in this
legislation, we estimate that the “fair fee” H.R. 3327 proposes to establish would re-
sult in a return to the Treasury of fees that are between $8 and $12 million less
than fair market value annually. A significant percentage of our recreation resi-
dence permit holders would be paying an annual fee that is less than the fee now
being paid, fees based on appraisals of land values that are now more than 20 years
old.

Second, the “fair-fee” that would be established by H.R. 3327 for recreation resi-
dence special uses would be different than a fair market value rental fee. In a mar-
ket economy, we rely upon the market to determine what is “fair.” Trying to estab-
lish a rental fee without regard to market rates for similar properties cannot lead
to a fair outcome, but rather only a subsidized result. That is not “fair,” although
it is likely very welcome by permit holders.

Moreover, the standard for setting fees would thus be different than the standard
by which the Forest Service assesses and collects fees from those who hold permits
and easements for the 130 other types of special uses occurring on the National For-
ests and Grasslands. By exempting recreation residence permit holders from the
principle of fair market value rental fees, this bill sets a precedent for other user
groups.

If H.R. 3327 were to become law, it would encourage other users of National For-
est System lands to seek comparable statutory authorities that would similarly ex-
empt them from land use rental fees based on the principles of fair market value.
The communications, oil and gas pipeline, outfitting/guiding, and commercial film-
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ing industries, along with other user organizations, might well seek similar down-
ward adjustments in their own user fees to satisfy their particular economic inter-
ests at a time when the Forest Service is criticized for failing to charge sufficient
fees for the use of the public land.

H.R. 3327 would create a 4-5 year period of disruption and inequity in the assess-
ment and collection of fees for recreation residence uses. H.R. 3327 would require
the Secretary to contract with a professional appraisal organization to develop ap-
praisal guidelines that would include the specific, technical provisions provided in
section 6(b) of the Bill. We estimate that the procedures needed to develop the
guidelines proposed in H.R. 3327 would take more than a year to complete. Before
the Forest Service could adopt those guidelines, they would be subject to public no-
tice and comment, and Congressional review. Promulgating regulations could take
several years.

H.R. 3327 would suspend all current recreation residence appraisal activities
pending the promulgation of those new regulations. In addition, H.R. 3327 would
provide all permit holders who have already had their lot or tract appraised by the
Forest Service the opportunity to request a new appraisal anytime within a 2-year
period following the Secretary’s promulgation of new regulations.

In the interim, H.R. 3327 proposes three options for the Forest Service to assess
what are characterized as “transition fees.” The manner in which H.R. 3327 pro-
poses to assess transition fees would create fee inequities between permit holders
occupying comparably valued lots during the 4-5 year transition period.

Since 1996, the Forest Service has spent $3.5 million of appropriated funds com-
pleting recreation residence appraisals. Another $500,000 is being spent on ongoing
appraisals. Most of this $4 million investment would be lost if H.R. 3327 were en-
acted.

In addition, we estimate it would cost the Forest Service $500,000 to develop the
appraisal guidelines and regulations directed in this Bill. After that, we estimate
that more than 90 percent of the 9,600 permit holders who occupy lots affected by
appraisals that the Forest Service has already completed would take advantage of
the opportunity provided in this Bill and request another appraisal. In satisfying
those requests, the agency could spend more than $3-4 million in another round of
appraisals.

The use of National Forest land for private recreation residences is a privilege af-
forded to a relatively few number of persons. Taxpayers should be adequately com-
pensated for this private use of their public lands.

The appraisals we have completed confirm that the value of the National Forest
System land being occupied by recreation residences has increased over the last 20
years. For some lots, with particularly desirable amenities, that value has increased
significantly. We are implementing our fee policy in a manner consistent with Fed-
eral laws, agency management direction, and sound management principals con-
cerning fair market rental fees for these uses of the public’s land and we believe
the appropriate course would be to allow us to continue this process.

Thank you for providing me this opportunity to testify on H.R. 3327. We would
be pleased to answer any questions you may have, particularly on other, more tech-
nical, concerns with the legislation.
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[Whereupon, at 3:52 p.m., the Subcommittee was adjourned.]
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