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Agenda

BIE A \Who is the private timberland owner?

A What are the objectives of these
owners?

§ AWhat is the role of modeling?

A What are the revenue streams that we
manage for?

Sl A A few philosophical comments
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Private Timberland Owner
LR

e A Timberland world wide is moving from

the large industrial owner to the

financial owner

I Large industrial owner treated timberland
as a source of low cost fibre for converting
facilities

I Frequently managed as a cost centre

I Focus on creating more fibre
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Private Timberland Owner

A Financial Owners made up of pension funds,
university endowments, high net worth
Il ndi vidual s, publ i c
engi neer so
I Timberland has very attractive investment
characteristics

A Not well co-related with other investment classes
A Stable biological growth

A Good investment returns
I Timberland run as a profit centre
I Financial owners exempt from corporate income

tax
Ak~
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Average Annual Investment

Returns

1997- 1987- 1977- 1960-

Asset Class 2006 2006 2006 2006
(10 yrs) (20 yrs) (30 yrs) (46 yrs)

Timberland * 8.9% 14.8% 12.7% 12.4%
Commercial Real Estate 12.7% 8.4% 10.2% 9.7%
S&P 500 8.4% 11.8% 12.5% 10.5%
US T-Bills 3.6% 4.5% 6.0% 5.5%
US Consumer Price Index 2.4% 3.1% 4.2% 4.2%

* Measured as the holding period returns from a portfolio of US

timberlands

ASource: Hancock Timber Resource Group
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Canadian Timberland
Transactions

Buyer Seller Date| Acreage Value

(000's)|(Millions)
Wagner Neenah Paper 2006 500 | $ 159
Acadian Timber Income Trust Fraser Papers 2006 765 | $ 145
Wagner Abitibi 2005 500 | $ 55
Brookfield/Island Timberlands Weyerhaeuser 2005 634 ( $ 1,170
TimberWest Pacific Forest Products 1997 314 | $ 400
TimberWest Fletcher Challenge Canada | 1997 519 | $ 500
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US Timberland Transactions

Buyer Seller Date| Acreage Value
(000's)| (Millions)

The Campbell Group Menasha 2007 135 560
Brookfield Longview 2007 585 |% 1,800
RMS International Paper 2006 2593 |$ 3,163
TimberStar International Paper 2006 900 | $ 1,130
Forest Investment Associates  International Paper 2006 537 |$ 740
Other International Paper 2006 1,709 | $ 1,648
Total International Paper 5739 | $ 6,681
Forest Capital Boise Cascade 2005 2,200 [ $ 1,650
Currently for Sale

Mead Westvaco 290

Temple Inland 1600

Weyerhaeuser???
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International Timberland
Investors

International Timberland Investors
Hancock

Harvard Endowment

Global Forest Partners

Grantham Mayo VanOtterloo
Brookfield

Countries Invested
Conventional

New Zealand
Australia

Brazil

Uruguay

Northern Europe

Higher Risk/Higher Yield | ' |

Africa | TimberWest
Southeast Asia




¥4 Relative Value of Timberland
o A Market Values

ek A PNW $3,500/acre
S AB.C. Coast $1,500/acre
Swem A US South $1,300/acre

TimberWest



Private Timberland Owners

A Canada being left behind?

I Canada only developed country with the majority
of its timberland in public ownership

I Market forces leading to separation of timberland
from converting assets but Canadian industry
slow to respond

I Canadian pension assets forced to go abroad for
exposure to this asset class.

I Public ownership leads to lower value meaning
less can be productively spent managing it.
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S8NAN Objectives of Private Timberland
‘ owners

B A Maximize the value of the forest estate

I Develop as many revenue streams as
possible

I Grow the value of the forest estate over
time
I Maintain a social license to operate
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Role of Modeling
WA T 8 |

RISV

| AWe are good clients of Cortex

A We model for tactical reasons and
strategic reasons

I Tactically to make sure we can maintain
our harvest without violating constraints

| Strategically to set harvest levels that
maximize the value of the forest estate

ARk~

TimberWest




Role of Modeling

A We are data hounds

I We have cruised 60% of our second growth
stands over the last four years and have a
program in place to maintain that level

I We have a terrestrial ecosystem map of our
entire forest estate

I We collect data such as;
A Average genetic worth of seedlings planted
A Average regeneration delay
A Years to reach breast height
A Stands likely to respond to late rotation fertilization
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Role of Modeling

LIE A We are upgrading our Forest Information

4 Systems to improve our ability to store and
retrieve data required for good management
that will lead to value maximization

AWe operate under the
manage what you donot

A We can afford to collect and analyze data
because of the high economic value of our
land
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Role of Modeling
IR

e Y

§ A At this time our modeling is mostly
about timber harvest and calculating
the NPV of the forest estate under
di fferent harvest

I NPV is always maximized if we harvest all
the trees iImmediately. Have to put
practical constraints on the model

I Model gives us confidence when dealing
with a second growth forest
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Role of Modeling

A We are adding complexity to our
models with real estate and other
needs

I Real Estate is fast becoming a major
source of value

I Real estate lands require a different
management regime

I Real estate provides a much higher value
to our land allowing us to spend more on

information gathering and modeling &k&~
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Real Estate Sales

Sales $ Ha. $/Ha.
2002 16,983,920 081.0 17,313
2003 8,622,550 793.1 10,872
2004 10,485,100 728.5 14,393
2005 14,476,652 659.1 21,964
2006 35,694,000 1,290.2 27,665

86,262,222 4.451.9 19,376
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Real Estate

LR
e NN

Highlights:

A 2006: Resort property - $40,000 per hectare

- A 2006: Entitled property for residential use in
Campbell Rlver - $100, OOO per hectare

$200 000 per hectare

@S A Prices on Vancouver Island remain strong
Fm with recent annual growth rates exceeding
20%

Y TN
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Vancouver Island Being
Discovered

A Spectacularly beautiful part of the world
A Great climate

A Significant transportation improvements
A Clean, safe, good health care

ACanadads place for
South)

I In-migration from many parts of Canada
I Demographics working in our favour
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Resort Properties
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Lake Cowichan - Caycuse



Comox Lake
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East Cracroft Island/ Knight Inlet






