























IV. TIMBER INVENTORY

A. Methods

Prior to the timber cruise, cover types were delineated on the aerial photograph in Figure 1. The
original boundaries were revised based on field observations. Acreage in each type then was
estimated by digitizing the resulting map. AutoCad Map software was used for the calculations.

Types 1 and 2 were cruised between September 1 and 15, 2007 by Jerry Witler and Kevin Young.
They were sampled with 83 variable radius plots located on a square 200-foot grid. Of the 83 plots,
39 fell in Type 1, and 44 in Type 2. Plot centers were marked with fluorescent blue flagging. One
flag was tied to a stick in the ground at center, and another was hung above center with plot number
written on it. Basal area factor was 27.78, and sighting point for determining whether a tree was in
a sample plot was 16 feet above stump level. All data were analyzed using the Super A.C.E.
computer cruise program.  Types 3, 4, and 5 were examined, but not formally cruised.

Species, diameter at four feet above stump level, form factor, merchantable height, and estimated
defect were recorded for each sample tree. Merchantable height generally is height to an inside
bark diameter of five inches for conifers, six inches for red alder and bigleaf maple, and eight
inches for other hardwoods. When the top log is pulp quality, minimum top diameter is threc
inches rather than five, six, or eight. However, merchantable height cannot exceed height to the
point where outside bark diameter is 40 percent of outside bark diameter at 16 feet above stump
level. If a tree is broken below this point, merchantable height is to the break.

Preferred log length was 40 feet for export quality Douglas-fir Jogs and 36 to 40 feet for domestic
quality Douglas-fir sawlogs. Preferred length for western redcedar sawlogs was 32 feet, and for
hardwood sawlogs, 30 feet. Logs were cruised in other lengths due to defect or at the top of the
tree. In some cases, they were bucked shorter in order to improve sort recovery.

Maximum length for all species was 40 feet, and minimum was 12. All logs contained 12 inches of
trim. All trees with at least 20 board feet gross scale were cruised.

Each log was assigned a grade and sort. With one exception, grades are based on the Official Rules
of the Columbia River Log Scaling and Grading Bureau. The exception was applied to large,
rough No. 3 Sawmill Douglas-fir logs. These logs were assigned a grade designated No. 3
Sawmill Rough if they met the size standards for No. 2 Sawmill, but were too rough for No. 2
Sawmill specifications. The Official Rules include No. 3 Sawmill Rough logs with other No. 3
Sawmill logs. The distinction is important, however, because these large rough logs are worth
considerably less than smaller No. 3 Sawmill logs. Grades generally remain constant over time.



Sorts reflect current market conditions and change over time. Table 1 lists the sorts used in the
cruise. The first five are for export quality Douglas-fir sawlogs.

Table 1. Log Sort Definitions

J EX 12 — Special Mill or very good No. 2 Sawmill appearance. No sweep, hooked butts, or knot
whorls. Defect deductions less than 5 percent of gross scale. Knots generally less than 1.0
inches, well scattered in upper quarter. Minimum scaling diameter 12 inches, minimum
length 26 feet.

CJ EX 12 - Good No. 2 Sawmill quality. No excessive taper or sweep. Defect deductions less than
10 percent of gross scale. Knots generally less than 1.5 inches, well distributed. Minimum
scaling diameter 12 inches, minimum length 26 feet.

C EX 12 - Medium No. 2 Sawmill quality. No excessive taper or sweep. Defect deductions less
than 10 percent of gross scale. Knots generally less than 2.5 inches, well distributed.
Minimum scaling diameter 12 inches, minimum length 26 feet.

J EX 8 - Special Mill appearance. No sweep, hooked butts or knot whorls. Defect deductions less
than 5 percent of gross scale. Knots generally less than 0.5 inches, well scattered in upper
quarter. Scaling diameter between 8 and 11 inches, minimum length 30 feet.

K EX 8 - Good No. 3 Sawmill quality. No excessive taper or sweep. Defect deductions less than 10
percent of gross scale. Knots generally less than 2 inches. Scaling diameter between 8 and
11 inches, minimum length 30 feet.

DOMESTIC - Sawlog quality conifer. If Douglas-fir, either too small for export, or rough, bumpy,
with sweep, hook, or defect that excludes export sorts. Minimum scaling diameter 5 inches,
minimum length 16 feet.

HWD SAW - Sawlog quality hardwood. Can be trimmed to a smooth appearance. Minimum
scaling diameter 8 inches, minimum length 16 feet.

HWD SAWG6 — Similar to HWD SAW, but with a scaling diameter of 6 or 7 inches, minimum
length 16 feet.

PULP - Either too small for other sorts or cannot be classified as a sawlog due to sweep,
roughness, or other defects. Minimum scaling diameter 3 inches, minimum length 12
feet.
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B. Results

Table 2 shows average stand data as of September 2007 for Types 1 and 2, as well as for both
combined. It includes diameter, basal area, number of trees, number and size of logs, and cubic
and board foot volumes. As of September 2007, the property contained an estimated total net
volume of 1,928 MBF (thousand board feet), of which 1,504 MBF, or 78 percent, was in
Douglas-fir. Per acre volume was about 30.9 MBF in Type 1, compared with 19.6 MBF in Type
2. Although Douglas-fir contained more than half of the volume in Type 2, it represented less
than a quarter of the trees.

Standard error of mean total net board foot volume was 5.9 percent. Standard error is a measure of
the precision of the volume estimate. Based on sampling error alone, the probability that true
volume is within one standard error of cruise volume is 68 percent. It is 95 percent that the true
value is within two standard errors of cruise volume, and 99 percent that it is within three. Actual
sampling error is likely lower than calculated, however. Standard error calculations are based on
the assumption of a random sample. However, plots were installed on a regular grid. The acreage,
therefore, was covered more completely than with a random sample.

Table 3 breaks down total board foot volume by species, sort, grade, and log length. About 52
percent of Douglas-fir volume was in export quality logs as of September 2007. Most of the other
conifer logs were suitable for the domestic sawlog market. The majority of maple and alder volume
was sawlog quality.
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Table 2. Cruise Summary — September 2007

< Average Net Volume ----- > Type
Avg. Basal Per Log: Per Acre: Totals
D4H Area/Ac Trees Logs Cubic Board Cubic Board (net)
Species (iny (sqft) /Ac /Ac  Feet Feet Feet  Feet Cunits MBF
Type 1 - 37.7 Acres
Douglas-fir 17.5 182.3 109.2 235 32 125 7,570 29,377 2,854 1,108
Bigleaf Maple 10.7 17.1 273 42 11 31 477 1,315 180 50
Red Alder 12.0 3.7 4.7 7 11 33 72 218 27 8
Totals/Averages 16.2 203.1 1412 284 20 109 8,119 30,910 3,061 1,165
Type 2 — 39.0 Acres
Douglas-fir 184 619 335 65 39 157 2,516 10,155 981 1396
Western Redcedar 11.8 13.8 18.2 20 14 31 267 614 104 24
Bigleaf Maple 14.1 48.4 445 85 17 55 1,476 4,683 576 183
Red Alder 127 421 47.7 88 15 46 1,308 4,024 510 157
Cherry 17.0 0.8 0.5 1 25 o0 25 91 10 4
Totals/Averages 14.6 1669 1444 258 22 76 3,592 19,567 2,181 763
Both Types Combined — 76.7 Acres
Douglas-fir 177 121.1 70.7 148 34 132 5,000 19,603 3,335 1,504
Western Redcedar 11.8 7.0 9.2 10 14 31 136 312 104 24
Bigleaf Maple 12.9 33.0 36.1 64 15 47 085 3,028 756 232
Red Alder 127 232 266 48 15 45 701 2,153 537 165
Cherry 17.0 0.4 0.3 1 25 90 13 46 10 4
Totals/Averages 154 184.7 1428 271 25 93 6,834 25,143 5,242 1,928

'Definitions:

D4H = diameter at four feet above stump level
Basal area = cross-sectional area of stems at four feet above stump level

Cunit = 100 cubic feet
MBF = thousand board feet
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Table 3. Log Sort, Grade, and Volume Data — September 2007 (page 1 of 2)

Property Per Acre Average Percentage of Net Board
Data Data Log Data Feet by Gross Log Length
D e > 4 > - >
Net Gross Net No.of Len. Net 12- 16- 26- 36-

Sort Grade MBF BdFt BdFt Logs (ft.) BdFt 14 24 34 40
Douglas-fir
JTEX 12 2 SAW 126 1,646 1,646 5 40 327 100
CJEX 12 2 SAW 303 3,960 3,953 12 40 331 2 98
CEX 12 2 SAW 211 2,754 2,754 8 39 364 7 93
JEX 8 3 SAW 26 340 340 3 40 134 100
KEX8 3 SAW 117 1,536 1,522 1t 39 137 2 98
DOMESTIC 2 SAW 288 3,873 3,752 12 35 302 3 6 91
DOMESTIC 3 SAW 295 3,894 3,842 45 37 84 4 4 92
DOMESTIC 3SAW RGH 6 115 g3 <l 28 284 26 74
DOMESTIC 4 SAW 98 1,282 1275 44 26 29 46 32 22
PULP UTILITY 33 457 436 9 26 5l 37 21 42
CULL CULL 346
TOTALS/AVERAGES 1,504 20,202 19,603 148 34 132 5 6 89
Western Redcedar
DOMESTIC 3 SAW 9 117 117 1 32 150 100
DOMESTIC 4 SAW 13 186 171 7 26 25 35 17 48
PULP UTILITY 2 24 24 2 20 10 100
CULL CULL 72
TOTALS/AVERAGES 24 399 312 10 25 31 27 47 27
Bigleaf Maple
HWD SAW 2 SAW 63 930 820 6 23 140 56 18 26
HWD SAW 3 SAW 38 559 495 6 22 80 59 25 16
HWD SAW 4 SAW 29 423 375 8 26 47 30 44 26
HWD SAW6 4 SAW 2 29 29 1 20 30 100
PULP UTILITY 100 1,309 1,309 43 29 30 3 20 51 26
CULL CULL 275
TOTALS/AVERAGES 232 3,525 3,028 64 27 47 1 38 37 24
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Table 3. Log Sort, Grade, and Volume Data - September 2007 (page 2 of 2)

Property Per Acre Average Percentage of Net Board
Data Data Log Data Feet by Gross Log Length
B R L LELE RS > - > « - >
Net Gross Net No.of Len. Net 12-  16- 26- 36-
Sort Grade MBF BdFt BdFt Logs (ft) BdFt 14 24 34 40
Red Alder
HWD SAW 2 SAW 22 284 281 2 21 119 73 27
HWD SAW 3 SAW 26 363 337 4 26 90 33 55 12
HWD SAW 4 SAW 50 720 657 10 32 69 14 24 62
HWD SAW6 4 SAW 13 180 172 4 33 43 49 51
PULP 4 SAW 2 30 30 1 23 23 65 35
PULP UTILITY 52 677 677 27 28 25 2 33 40 25
CULL CULL 158
TOTALS/AVERAGES 165 2411 2,153 48 29 45 1 30 37 33
Cherry
PULP UTILITY 4 46 46 1 29 90 100
CULL CULL 8
TOTALS/AVERAGES 4 54 46 1 290 90 100
PROPERTY

TOTALS/AVERAGES 1,928 26,592 25,143 271 31 93 <l 12 13 75

14



V. APPRAISAL

A, Methods

Timber market value was estimated by the conversion return approach, a variation of the income
approach to appraisal. In the traditional income approach, a regular and predictable income stream
is capitalized to estimate net worth. Small forestland properties generally do not produce a regular
income stream, however. In the conversion return approach, market value is net revenue from
hypothetical logging at the appraisal date, or as soon thereafter as feasible. Net revenue is the
difference between delivered log prices and all costs associated with harvest. For reproduction or
immature timber, value is estimated by projecting growth to anticipated harvest date and utilizing a
discounted cash flow analysis to estimate present worth of the future income. The conversion
return approach is used by government agencies and by a majority of the timber industry. It is
particularly applicable to small properties, which can be logged quickly after purchase.

Under the harvest scenario in this report, timber in Types 1 and 2 was considered to have been
harvested as of the January 2007 appraisal date. Net board foot volumes in the September 2007
cruise were reduced four percent to reflect growth since the appraisal date. This adjustment was
applied equally to all species, sorts, and grades under the assumption that the distribution would
change little in just one year.

In the harvest scenario, timber in Type 3 would be logged in the year 2026. Average age then
would be 45 years, a rotation consistent with current forest industry practice. The timber in Type 4
would be harvested in the year 2032, and that in Type 5, in the year 2022. Average harvest age for
both would be 40 years. Hardwood stands generally are harvested at an earlier age than are
Douglas-fir stands.

B. Delivered Log Prices — Merchantable Tinber

Several potential buyers of Douglas-fir sawlogs are located nearby. The closest are Stimson
Lumber Company in Forest Grove, Banks Lumber Company in Banks, and RSG Forest Products
in Mist. These mills specialize in small sawlogs. They will not buy, or will discount heavily,
logs with a large-end diameter that exceeds 22, 35, and 32 inches, respectively. A few Douglas-
firs on the subject exceed this size. The nearest buyers of large logs are Stimson Lumber in
Clatskanie and D. R. Johnson, which is located in southern Oregon, but purchases logs at a yard
in Rainier. Export quality logs can be sold to Weyerhaeuser Company and Pacific Lumber and
Shipping in Longview. Exporters accept large-diameter logs.
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The closest buyers of redcedar sawlogs are RSG Forest Products in Kalama and Marys River
Lumber, which buys at a yard in Longview and then transports the logs to mills in Montesano or
Philomath. Potential purchasers of bigleaf maple and red alder sawlogs include Northwest
Hardwoods in Longview and Cascade Hardwood, which accepts delivery at a yard in North
Plains and then transports the logs to their mill in Chehalis. The closest buyer of pulp quality
logs is Pacific Fibre Products in North Plains. They use logs from all species found on the
subject property.

The appraiser’s files contain log price quotations that were effective as of the appraisal date from
some of these buyers. Most of the price data, however, for this appraisal was obtained from the
Oregon and Washington Log Market Reports and from the Log Lines Log Price Reporting Service,
all of which are monthly publications. Table 4 shows the range of prices for each species, sort, and
grade combination, as well as those selected for this appraisal. Selected prices were not necessarily
the highest quoted, but were those considered most favorable considering transportation and
handling costs.

Buyers base prices for conifer sawlogs on length as well as on sort and grade. Prices generally
increase with length, with 36 to 40 foot logs worth the most. Those used in this appraisal reflect the
predominance of long logs in the cruise. Pulpwood and some small sawlog prices are quoted on a
per ton basis. They are converted to a board foot basis in Table 4.

From Table 4, estimated gross revenue from harvest of Types 1 and 2, as of January 12, 2007,
was $1,103,750. Harvest volume was 1,851.3 MBF.

Many of the Douglas-fir prices in Table 4 represent a cyclical low. According to the publication
Log Lines, average prices for domestic Douglas-fir sawlogs had reached a five-year high in late
spring 2006. They then declined steadily until December, when they were about 17 percent lower
than at their 2006 peak. However, some prices rose in the first few months of 2007, but as of
September 2007, they were lower than at the end of 2006. On the other hand, prices of hardwood
sawlogs, redcedar sawlogs, and pulp logs had been rising prior to the appraisal date and were at
relatively high levels as of that date. Hardwood sawlog prices continued to increase until June
2007, before declining in the second half of the year. Redcedar prices followed a trend similar to
that of the hardwoods in 2007.
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Table 4. Delivered Log Prices by Species, Sort, and Grade — Types 1 and 2

January 12, 2007

Price Range Selected Price  Net

Species Sort Grade ($/MBF) ($/MBF)  MBF Total $
Douglas-fir JEX 12 No. 2 Sawmill 750-800 790 121.2 95,748
CIYEX 12 No. 2 Sawmill 690-770 750 291.0 218,250

CEX 12 No. 2 Sawmill 600-680 660 202.8 133,848

JEX 8 No. 3 Sawmill 720-750 750 25.0 18,750

KEXS8 No. 3 Sawmill 600-680 680 112.1 76,228

DOMESTIC  No. 2 Sawmill 450-580 580 276.3 160,254

DOMESTIC  No. 3 Sawmill 450-520 520 282.9 147,108

DOMESTIC  No. 3 Sawmill Rgh 300-350 350 6.1 2,135

DOMESTIC  No. 4 Sawmill 350-450 400 93.9 37,560

PULP Utility 150-170 160 32.1 5,136

Western DOMESTIC No. 3 Sawmill 000-1,100 1,100 8.6 9,460
Redcedar DOMESTIC  No. 4 Sawmill 800-900 900 12.6 11,340
PULP Utility 110 110 1.8 198

Bigleaf HWD SAW No. 2 Sawmill 400-475 475 60.4 28,690
Maple HWD SAW No. 3 Sawmill 400-475 475 36.4 17,290
HWD SAW No. 4 Sawmill 350-425 425 27.6 11,730

HWD SAW6  No. 4 Sawmill 375-400 375 2.1 788

PULP Utility 225-285 225 96.4 21,690

Red Alder HWD SAW No. 2 Sawmill 875-975 975 20.7 20,182
HWD SAW No. 3 Sawmill 825-925 925 24.8 22,940

HWD SAW No. 4 Sawmill 725-925 900 484 43,560

HWD SAW6  No. 4 Sawmill 450-600 600 12.7 7,620

PULP All Grades 225-285 240 52.0 12,480

Cherry PULP Utility 225-285 225 34 765
Totals 1,851.3 1,103,750
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C. Harvest Costs — Merchantable Timber

Costs associated with timber harvest include logging, hauling, road construction, administration,
harvest taxes, profit, and risk. Typical costs were obtained from logging companies, timberland
owners, and log buyers, as well as from published materials.

Combined cost of falling, bucking, yarding, and loading varies with log size, species, timber
volume, yarding distance, topography, and other factors. It can range from $50 to $400 per MBF or
more. Most of the timber on the subject lies on steep ground and will require relatively expensive
cable systems for logging. On the other hand, most of the volume is in conifers, for which logging
costs typically are less than for hardwoods. Estimated cost to fall, buck, yard, and load, considering
these factors, was $120 per net MBF. This cost includes site cleanup after logging. It also includes
minor road construction. Since many old roads run throughout the property, little new construction
would be required.

Estimated hauling cost was based on a rate of $550 per day. Assumed destinations, load sizes, and
number of trips per day were as follows:

Average  No. of Cost/

Species/Product Destination MBF/load Loads/Day MBF ($)
Douglas-fir

Export logs Longview 4.5 2.0 61

Domestic sawlogs (<32” butt) Mist 4.0 2.0 69

Domestic sawlogs (32”+ butt, No. 3 Rough)  Rainier 4.5 2.0 61
Western redcedar sawlogs Kalama 4.0 2.0 69
Bigleaf maple sawlogs North Plains 3.5 4.0 39
Red alder sawlogs North Plains 3.5 4.0 39
Pulp logs North Plains 2.5 4.0 55

Average per MBF hauling cost, based on these estimates, was $60.

Estimated cost of harvest administration was $8 per MBF. Administration includes locating and
marking timber harvest boundaries, marketing, hiring and supervising a logger, bookkeeping, and
other related activities.

Forest Products Harvest Tax is due upon harvest. As of this appraisal date, this tax was $2.61 per
MBF, with the first 25 MBF exempted.

In addition to the above costs, purchasers expect a reasonable allowance for profit and risk. Risk
factors include sampling and other errors in the cruise that was relied upon to estimate value,
changes in log prices, or damage to timber after purchase. The property is stocked with readily
marketable timber that contains many high quality logs. Access and operability for logging is good.
Consequently, risk is relatively low. Allowance for profit and risk was estimated to be five percent
of the difference between gross revenue and all costs associated with harvest.
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Estimated harvest costs were calculated as follows:

Logging ($120/MBF X 1,851.3 MBF) $222,156
Hauling ($60/MBF X 1,851.3 MBF) 111,078
Administration ($8/MBF X 1,851.3 MBF) 14,810
Forest Products Harvest Tax (($2.61/MBF X (1,851.3 MBF - 25.0 MBF)) 4,767
Profit and Risk ((0.05 X ($1,103,750 - $352,811)) 37.547

Total Costs $390,358

Estimated value, by the conversion return approach, is the difference between delivered log prices
and harvest costs. It was $713,392 as of the appraisal date.

Reforestation often is considered a cost of harvest. Oregon’s Forest Practices Rules require
reforestation after logging, unless the land is to be converted to other uses. Stillman & Associates
has been hired to estimate land value for the property. If valued as bare forestland, then the land
value estimate incorporates an obligation to reforest. Consequently, reforestation costs were not
considered in this report. For informational purposes, estimated cost for site preparation and
replanting was $350 per acre.

D. Pre-Merchantable Trees

Timber value in the pre-merchantable types was estimated by projecting growth to age 45 years in
Type 3 and to 40 years in Types 4 and 5, then discounting anticipated net revenue from logging at
that time to the appraisal date. At harvest, Type 3 would be stocked almost entirely with Douglas-
fir. Stocking in Types 4 and 5 at harvest was estimated to be 30 percent bigleaf maple, 30 percent
red alder, 20 percent Douglas-fir, and 20 percent western redcedar. Estimated average volume at
harvest in Type 3 was 25 MBF per acre. It was 15 MBF per acre for Types 4 and 5. Allocated
between species, bigleaf maple and red alder harvest volumes would average 4.5 MBF per acre, and
Douglas-fir and redcedar volumes would average 3.0 MBF per acre. The harvest volume estimates
are based on tables published by the Washington Department of Natural Resources.'

!Chambers, Charles J. 1980. Empirical growth and yield tables for the Douglas-fir zone. State
of Washington Department of Natural Resources, DNR Report No. 41, 50 p.

Chambers, Charles, J. 1974. Empirical vield tables for predominantly alder stands in western
Washington. State of Washington Department of Natural Resources, DNR Report No. 31, 70 p.
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In the analysis, log prices and harvest costs were assumed to remain the same over time, exclusive
of general inflation. Recent research by the U. S. Forest Service and Oregon State University
supports this assumption.” The researchers project that real stumpage prices, exclusive of general
inflation, will remain steady over the next 50 years. Stumpage price is the difference between
delivered log prices and harvest costs, the equivalent of net revenue in this appraisal. For
comparison, the annual rate of increase from 1952 to the 1990’s was 1.9 percent. Projected
increases in demand will be offset by growth in domestic supply, especially from the
southeastern states, by increased lumber imports, and by reduced exports.

Based on the prices in Table 4 and the per unit harvest costs listed in Section V-C, average per
MBF stumpage values for the January 2007 harvest of Types 1 and 2 were $404 for Douglas-fir,
$679 for western redcedar, $174 for bigleaf maple, and $474 for red alder. Log quality in Types
1 and 2 likely was better than it will be in Types 3, 4, and 5 at their harvest dates. Log quality
improves with age. Types 1 and 2 averaged 57 years old as of the appraisal date, whereas
anticipated harvest ages for Types 3, 4, and 5 are 45 and 40 years. On the other hand, Douglas-
fir prices were at or near a cyclical low point as of the appraisal date, whereas redcedar and red
alder prices were at or near high points. Stumpage values used in this analysis, modified to
reflect log quality at anticipated harvest age and a long-term average price level, were as follows:
$400 for Douglas-fir, $650 for western redcedar, $170 for bigleaf maple, and $450 for red alder.

Estimated net revenue at the anticipated harvest dates were discounted to the appraisal date at a
rate of seven percent, exclusive of inflation. The seven percent rate is based on information
obtained from various timber investors. The discounting formula was as follows:

Vo=Vn/(lL+1)"

£E %)

“Vy” is value at the appraisal date, “V,” is value “n” years in the future, and

(1340
1

is the interest rate.

Estimated value for Type 3, then, was calculated as follows:

25 MBF/Acre X $400/ MBF = $10,000/Acre
Discounted Value/Acre = $10,000/ (1 + 07 = $2,584/Acre
Total Discounted Value = $2,584/Acre X 25.1 Acres = $64,858

2 Haynes, Richard W, Darius M. Adams, Ralph J. Alig, Peter J. Ince, John R. Mills, and Xiaoping
Zhou. 2006. The 2005 RPA Timber Assessment Update. Pacific Northwest Research Station,
USDA Forest Service General Technical Report PNW-GTR-699, 212 p.
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Estimated value for Type 4 was calculated as follows:

Douglas-fir 3.0 MBF/Acre X $400/MBF = $1,200/Acre
Western Redcedar 3.0 MBF/Acre X $650/MBF = $1,950/Acre
Bigleaf Maple 4.5 MBF/Acre X $170/MBF =$ 765/Acre
Red Alder 4.5 MBF/Acre X $450/MBF = $2,025/Acre
Total = $5,940/Acre

Discounted Value/Acre = $5,940 / (1 + .07)* = $1,023/Acre
Total Discounted Value = $1,023/Acre X 12.4 Acres = $12,685

The calculation of total value per acre in Type 5 is the same as in Type 4. Calculation of
discounted value is as follows:

Discounted Value/Acre = $5,940 / (1 +.07)'® = $2,012/Acre
Total Discounted Value = $2,012/Acre X 8.9 Acres = $17,907

E. Timber Market Value

Timber market value for the conversion return approach is the sum of the values for the
merchantable and pre-merchantable timber types:

Merchantable Timber
Types 1 and 2 76.7 Acres $713,392
Pre-Merchantable Trees
Type 3 25.1 Acres $ 64,858
Type 4 12.4 Acres $ 12,685
Type 5 8.9 Acres $ 17,907
Totals 46.4 Acres $ 95,450
Totals 123.1 Acres $808.842

Rounded to the nearest $1,000, estimated timber market value, as of January 12, 2007, was
$809,000. Of this total, $713,000 was allocated to merchantable timber and $96,000, to pre-
merchantable trees.
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CERTIFICATION

According to my knowledge, the statements of fact contained in this report are true, and no
important facts have been withheld or overlooked.

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

I have no present or prospective interest in the subject property, nor do I have a personal
interest or bias with respect to the property or parties involved.

My employment and payment are not contingent upon the reporting of a predetermined
value or direction in value that favors the cause of the client, upon the amount of the value
estimate, upon the attainment of a stipulated result, or upon the occurrence of a subsequent
event directly related to the intended use of this appraisal.

I personally inspected the subject property.
Kevin Young, who helped with the timber cruise, was the only person who provided
significant appraisal assistance to me in preparing the factual data and analyses in this

appraisal report.

Based on the facts, opinions, and assumptions in this report, timber market value was
$809,000 as of January 12, 2007.

Jerry Witler date
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APPENDIX

APPRAISER QUALIFICATIONS



JERRY WITLER

Education

Master of Science in Forest Management - Oregon State University (1975)
Bachelor of Arts in Psychology - University of California at Los Angeles (1970)
Numerous short courses in forest management, forestland appraisal, and real estate

Experience

Thirty years experience in the Northwest forest products industry developing and utilizing
such skills as forest management, timber cruising, appraisal, planning, budgeting, economic
analysis, technical writing, supervision, negotiation, and silvicultural research. Positions
held include the following:

Consulting Forester - Northwest Forestry Services, Tigard, Oregon (1985 to present) -
Owner and manager of this consulting firm. The company provides services in all
aspects of professional forestry, including forest management, inventory, appraisal,
and geographic information systems.

Project Leader, Silvicultural Research - Crown Zellerbach Corporation, Wilsonville,
Oregon (1980-1985) - Researched reforestation practices, forest protection
problems, early stand spacing, and other aspects of conifer and hardwood
silviculture for all of CZ's lands in western Oregon and Washington.
Responsibilities included study plan and report preparation, installation and
measurement of permanent research plots, data analysis, budgeting, and field crew
SUpervision.

Project Leader, Land Acquisition - Crown Zellerbach Corporation, Wilsonville, Oregon
(1983-1985) - Acquired land for short-rotation, intensively cultured hardwood
plantations. Responsibilities included landowner contact, site evaluation, and
negotiation (half-time position concurrent with Silviculturist position described
below).

Assistant Research Forester - Crown Zellerbach Corporation, Wilsonville and Seaside,
Oregon (1975-1980) - Assisted with research in thinning, fertilization, reforestation,
nursery practices, genetics, and other areas of forestry. Duties included installation
and measurement of permanent research plots, timber cruising, tree planting, data
processing and analysis, economic analysis of silvicultural treatment alternatives,
and field crew supervision.

{continued on page 24)
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JERRY WITLER

Experience (conlinued)

Graduate Assistant - Oregon State University, Corvallis (1973-1974) - Investigated response
of understory vegetation to thinning in young Douglas-fir stands. Assisted with
instruction of forest recreation and forest economics courses.

Forestry Technician - U. S. Forest Service, Alsea, Oregon (1973) - Burned logging slash,
built fire trails, fought wild fires.

Other Oualifications / Professional Affiliations

Member of the Association of Consulting Foresters of America; past Chair, Oregon Chapter
Member of the Society of American Foresters

Licensed Commercial Pesticide Applicator - Oregon

Licensed Pesticide Consultant - Washington

24





