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Start Time ‘ EndTime | Session Segment / Topic
January 23, 2025
8:00 AM 9:00 AM Check in, Registration
9:00 AM 9:05 AM Welcome Steve Courtney, Vice President of Operations, The Beck Group
9:05 AM 9:35 AM 1. Introduction to the Forest Products Industry & Businesses Consuming
Forest Derived Wood
9:35 AM 9:40 AM Break
9:40 AM 10:25AM | 2. Forest Products and Associated Businesses
10:25 AM 10:30 AM | Break
10:30 AM 11:30 AM | 3. Units of Measure & Conversion Factors for Transactions
11:30 AM 12:30 PM | Lunch Hour
12:30 PM 1:15PM 4. Selling: Finding Markets, Purchaser Specifications, & Determining Value
1:15 PM 1:20 PM Break
1:20 PM 2:05PM 5. Costs of Harvesting Forest Products
2:05 PM 2:10 PM Break
2:10 PM 2:55PM 6. Wood Manufacturers: Log values, Product Yield, & Product Value
2:55 PM 3:00 PM Break
3:00 PM 3:30 PM 7. Determining Timber Sale Value
3:30 PM 3:45 PM Closing Comments / ADJOURN




Business of Forest Products Workshop introduces the businesses that utilize
materials harvested from the forest, how raw materials are evaluated and purchased, and
the associated nomenclature of the industry. Participants will gain an understanding of
the values associated with harvesting and manufacturing wood products.

For those who want to further their understanding and industry experience, this
workshop will provide an opportunity to learn the differences in raw material
consumption across forest product business segments and regions. Participants will gain
understanding of the values associated with harvesting and manufacturing wood
products in each region; instructors will introduce the related terminology and convey an
understanding of which raw materials (and associated costs) are appropriate for use in
various forest products industry sectors.

Course Presenter:

Steve Courtney, The Beck Group’s Vice President of Operations, has
spent 30+ years in the forest products industry in the US West. His ..
extensive industry knowledge includes experience in procuring raw B | £
materials for lumber and plywood operations; coordinating logistics for ‘\

raw material delivery; developing corporate strategies to optimize log

procurement among jointly owned milling operations; and buying and selling veneer
products. He also worked early in his career as an industry representative advocating for
the timber industry. He is passionate about educating the next generation and helping the
forest products industry thrive.
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The Beck Group Workshop Antitrust Statement

It is the policy of The Beck Group, and it is the responsibility of every Workshop
Participant, to comply in all respects with federal and state antitrust laws.

No activity or discussion at the Workshop may be engaged in for the purpose of:

e Agreeing to fix or regulate prices, markups, or the conditions or terms for the sale of
lumber or wood products.

e Agreeing to establish geographic trading areas, allocate markets or customers, or
classify certain customers as being entitled to preferential treatment by
manufacturers of lumber or wood products.

e Participating in any plan designed to induce any manufacturer or distributor of
lumber or wood products to sell or refrain from selling, or discriminate in favor of or

against any particular customer or class of customers.
e Agreeing to limit or restrict the quantity of lumber or wood products to be produced.

e Participating in any plan designed to control the means of transportation or
channels through which lumber or wood products may be sold.

e Participating in any plan which has the effect of discriminating against or excluding
competitors.

Bryan Beck, President

THE BECK GROUP
Planning & Consulting Services
www.beckgroupconsulting.com

Office (503) 684-3406

Cell (503) 805-8190
bryanb@beckgroupconsulting.com


http://www.beckgroupconsulting.com/
mailto:bryanb@beckgroupconsulting.com
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Business of Forest Products Session 1

Course Review

Topics to be covered:

1. Introduction to the Forest Products Industry —
Businesses Consuming Forest Derived Wood

2. Forest Products and Associated Businesses

3. Forest Products Transactions: Units of Measure &
Conversion Factors

4. Selling: Finding Markets, Purchaser Specifications, and
Determining Value

5. Costs of Harvesting Forest Products

6. Forest Products Manufacturers

7. Determining Timber Sale Value

Business of Forest Products

Businesses Consuming Forest
Derived Wood

Sawmill

Business of Forest Products




Business of Forest Products Session 1

Businesses Consuming Forest
Derived Wood

Veneer mill
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Business of Forest Products

Businesses Consuming Forest
Derived Wood

Oriented Strand Board (OSB) Mill

Business of Forest Products




Business of Forest Products Session 1

Businesses Consuming Forest
Derived Wood

Pulp Chips

Business of Forest Products

Businesses Consuming Forest
Derived Wood

Post and Pole

Business of Forest Products




Business of Forest Products Session 1

Businesses Consuming Forest
Derived Wood

Biomass for Energy

Business of Forest Products

Terminology

Common Terms You will Hear and See Today:

* Board Foot or Feet — A board foot is 12” wide x 12” long x 1” thick.
It is used to describe the volume of lumber and logs.

* Bone Dry Ton - A bone dry ton, or BDT, is one ton of wood at 0%
moisture content

* @Green Ton - 2000 pounds of wood including moisture

* Log Scale — A measure of log volume. There are different log scaling
rules depending on regions of the country.

* Lumber Scale - Refers to the board foot volume of lumber which is
measured differently than log scale.

* MBF - A Thousand Board Feet. This is a common measurement for
logs and lumber

Business of Forest Products




Business of Forest Products Session 1

Overview

* Raw materials are usually the most expensive
component of wood products businesses.

» Different regions of the country have different units of
measurement.

* One forest operation can have multiple products each
with transactions which might have different units of
measure in the Western U.S.

* Not understanding transactions and related
measurements can be costly.

Business of Forest Products

Please Ask Questions

10

Questions for you

Business of Forest Products

‘THE BECK GROUH




Business of Forest Products Session 2

Forest Products and
Associated Businesses

Steve Courtney
The Beck Group

THE BECK GROUP

stevec@beckgroupconsulting.com

Products Derived from the Forest
) _!

* Logs

* Chips/Biomass
* Boughs

* Cones

* Christmas trees
* Mushrooms

* Recreation

* Carbon Storage
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Today we are focused on logs and chips/biomass
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Business of Forest Products Session 2

Products from Logs

* Lumber

* \eneer

* Poles/Pilings

* Posts

* Whole Log Chips

* Oriented Strand Board Strands

Each has a cost structure, supply, and value chain that use
unique terms and units of measure.

Business of Forest Products

Lumber Product Mix Factors

Logs:
(species, size, & quality)

Milling Equipment:
Size (width, length,
thickness)

Product Mix
(Size, Thickness, Grade)

Sales Strategy

Business of Forest Products

Distribution Channels

Geographic Markets

11



Business of Forest Products Session 2

Veneer Product Factors

VENEER GRADES

Smooth, paintable. Not more than 18 neatly made repairs, |
boat, sled, or Touter type, and parallel to grain, permitted.
Wood or synthetic repairs permitted. May be used for natural |
finish in less demanding applications.

Solid surface. Shims, sled or router repairs, and tight knots o |
1 inch across grain permitted. Woed or synthetic repairs
permitted. Some minor splits permited.

Improved C veneer with splits limited to 1/8 inch width and
knotholes or other open defects limited to 1/4 x 1/2 inch.
Admits some broken grain. Wood or synthetic repairs
Plugged permitted.

AnwD

Tight knots to 1-1/2 inch. Knotholes to 1 inch across grain and

some to 1-1/2 inchif toral width of knots and knotholes is

within specified limits. Synthetic or wood repairs. Discoloration

and sanding defects that do not impair strength permitted.

Limited splits allowed. Stitching permitted. L
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Knots and knotholes to 2-1/2 inch width across grain and = -’
1/2 inch larger within specified limits. Limited splits allowed. .
Stitching permitted. Limited to Interior, Exposure 1 and d -

Exposure 2 panels. § = e

v n

Pole Product Factors

Length (Tree Height)
* Transmission > 60 feet
* Distribution 35-55 feet

* Diameter

* Taper

* Straightness

* Knot Structure _

* Poles are graded for load
capacity, bending, and
fiber quality

Pole Species RELSON

Distribution:
Southern Yellow Pine

Transmission

Douglas fir = =
9.8 Transmission:

Douglas fir
Western red cedar
Southern Pine

Business of Forest Products
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Nocean

GULF OF MEXICO

e

12



Business of Forest Products Session 2

Post Product Factors

Length (Tree Height)
* 4-24 feet

* Diameter

* Straightness

* Taper

* Species

* Strength

* Ability to treat

Business of Forest Products

THE BECK GROUH

5 AR

Products from Chips/Biomass

* Pulp for paper products
* Electricity from burning to power a turbine
* Heat for drying wood, or heating facilities

* Mulch for landscaping
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Business of Forest Products Session 2

Logs for Chips/Strands

Chip logs must be long enough to handle (typically 12 feet)
and have enough diameter to be debarked and chipped
(typically 3 inches).

Business of Forest Products

Pacific Fibre Products, Longview Washington

THE BECK GROUH

8
Relative Value of Forest Products
Products Log Quality  |General Notes
1.Poles High Require highest quality logs: tall, straight,
low taper, and have small knots.
Solid 2.Veneer Varies Log quality determines veneer grade and
Wood value.
Products 3. Lumber Varies Log size and quality determines lumber type,
grade, and value.
4.Posts Size Determines |Typically small diameter with low taper.
1.0SB Low - Medium |Logs are stranded so quality is a minor *g
Partical concern ;5
Wood 2. Chips Size Determines |Size matters more. Logs must fit in chipper. 2
Products ig
3.Biomass n/a Can be made from tree tops and slash. 2
9

14



Business of Forest Products Session 2

Relative Value of Forest Products

$1,100
W
$900
$700 é
$500 %
$300 f
$100 2
A 2
20 Zm D Jm 7 m
Poles Veneer Lumber Posts Chlp logs Biomass logs <
-$100
A S$/MBF @ $/ton
10
Questions for You

of Forest Products

15



Business of Forest Products Session 3

Forest Products Transactions:
Units of Measure &
Conversion Factors

Steve Courtney

The Beck Group

THE BECK GROUP

stevec@beckgroupconsulting.com

Unit of Measure for Transactions

* Green ton
* Bone Dry Ton (BDT) or Bone Dry Unit
* Scale
* Scribner
* Doyle
* International %"
* Cubic unit (foot or meter)
* Cords
* Truckloads

16



Business of Forest Products Session 3

Green Tons

* Used for most transactions in the
Southern U.S.

* Inthe West it is used in areas
where the forest product industry
is sparse.

* Used for transacting chip logs.

* Some western mills uses green
tons to measure small logs or as
part of a sample scale.

Business of Forest Products

Bone Dry Ton/Unit

Used for chip and biomass transactions in the West

A bone dry ton (BDT) is 2,000 Ibs. of material at 0 percent
moisture content

A bone dry unit (BDU) is 2,400 |bs. of material at 0
percent moisture content

Formula: BDT = GT x (1 — MC%)
Example: Assume 1 GT @ 50% MC
BDT=1x(1-0.5)=0.5BDT
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Business of Forest Products Session 3

Scale Measurements

Scaling is used to determine the volume of a log in either
board feet, cubic feet, or cubic meters. All require
measuring the diameter of the log and the length.

Gross log scale refers to measurements without defects.
Net log scale subtract the volume associated with defects
from the gross scale.

|

]

Lorge End of Log

W/f//////ﬂﬂ///ﬂlf///ﬁmmuu..,..., - SmallEnd of Log

Scaling Cylinder

Business of Forest Products

G e

Scale Measurements

* Scribner
* Short log (USFS Regions 1, 2, 3, 4, 5 & the eastside of Region 6)
* Variations in rules (taper) by region
* Long log (westside of Region 6)

* Doyle

* Used in eastern hardwood regions

Table 3.

: ” “canpaxison of board foot vokumes for the Doyle, Sribuer and Infernatioua
* International %” rule e e e il = Sl
* Used in eastern national forests g || s ||y || e

(inches) Rule Seribner Rule g-inch Rule

18

32

50

Business of Forest Products

79

14

From University of Tennessee
Agricultural Extension Service
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Business of Forest Products Session 3

Cords

* Used for hardwood, fuelwood, and pulpwood

* One cord has an outside dimension of 4’ x 4’ x 8’

* The solid wood equivalent (S.W.E.) in a cord
depends on the size and length of the pieces
within it

* Cords with different dimensions might be
encountered

Business of Forest Products

Truckload

* Often used when weight scales or scaling services are
not available

« Efficient for low value material

* Might require some measurements (weight, scale) to
establish a baseline

Business of Forest Products

19



Business of Forest Products Session 3

Conversion Factors

Conversions are often necessary from one unit of
measure to another.

* Green tons = MBF (Thousand Board Feet)
* Green tons = BDT (Bone Dry Ton)

* Cubic meter €—-> MBF

* Tons per truckload

* MBF per truckload

Business of Forest Products

Conversion Factors: Green Tons = MBF log Conversions

* There is seasonality to conversions as moisture
content increases in wet months

* There is significant differences between species

* Size of logs changes the conversion factor. Less
tons/MBF for larger logs

* Examples of Conversions for long log scale

5-7” SED ~ 8.5 Tons per MBF
8-11” SED ~ 7.5 tons per MBF
12-15" SED ~ 6.5 tons per MBF
16 — 20” SED ~ 5.5 tons per MBF
20"+ SED ~ 4.5 tons per MBF

9
2
5]
S
=)
2
a
=
2
)
o
S
fid
pras
5]
«
a
4]
=
&
5
@

20



Business of Forest Products Session 3

Conversion Factors: Green tons = bone dry tons (BDT)

Unless there is other data available, the assumption is
50% moisture content.

Formula:
Bone Dry Ton = Green Ton x (1 — Moisture Content %)

Example:
Assume 1 GT @ 50% MC

BDT =1x (1-0.5)=0.5 BDT

10

Conversion Factors: Cubic Measurements

_ Cubic Foot Log Scale | Cubic Meter Log Scale

1 Cunit (CCF), log scale 100 2.832
1 Cubic meter, log scale 35.315 1

Cubic > MBF conversions depend on log size:

Log seale conversion factors
(For 16-foot logs with a taper of 1” in 8.33 feet)

Diameter Cubic log scale to: Scribner log scale to: Inter. Y4" log scale to:
Inside bark Scribner  Inter.Va”  Cubic  Inter.'4” Scribner  Cubic
small end* logscale  logscale logscale logscale  logscale  log scale
—in. bd. fLJCCF——  —RYMBF- bd.ft./MBF. ~f3/MBF-
4 328 164 304 2000 500 609
6 365 365 274 1000 1000 274
8 347 463 288 750 1333 216
10 479 518 209 923 1083 193
12 463 550 216 842 1188 182
14 485 596 206 815 1227 168
16 557 626 180 889 1125 160
18 591 647 169 913 1095 155
20 650 673 154 966 1036 149
22 642 691 156 930 1076 145
24 663 704 151 941 1063 142
26 713 713 140 1000 1000 140
28 720 726 139 991 1009 138
30 719 736 139 978 1023 136
32 714 743 140 961 1041 135
34 688 752 145 914 1094 133
36 710 756 141 939 1065 132
38 744 762 134 977 1023 131
40 758 769 132 984 1017 130
42 770 772 130 996 1004 129
44 777 777 129 1000 1000 129
46 767 781 130 981 1019 128
48 768 786 130 077 1023 i3 Source: Conversion Factors for the Pacific Northwest
50 767 788 130 974 1027 127 Forest Industry. University of Washington

*Westside Cascade scaling practice.

11

Business of Forest Products

Business of Forest Products
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Business of Forest Products Session 3

Conversion Factors: Weight per Truckload

The weight that can be hauled legally is determined by the rules of each state.
In most states, a standard log truck can haul 80,000 Ibs. This usually allows for
50,000 lbs., or 25 tons, of forest products. Some states allow for the addition
of axles to truck configurations to haul more weight per load.

VEHICLE WEIGHT TABLE (RCW 46.44.041)
FEET

pal
ful

4 AXLES]

7 72,000
5 72,500
6 73,500
7 74,000
TEiess 74,500
Over8 75,500 §
76,000
76,500
c 500
75,000
50,
75,500
52,000 2
- E]
R R 3
X X <]
50,000 | 54500 | 60,000 2
51,000 55,500 | 60,500 | 66,000 =
51,500 | 56,000 6,000 2
52500 56500 61,500 ]
0| 57500 62,500 S
54,000 | 58,000 65,000 2
52500 58500 | 63,500 pras
55,500 | 59500 000 ©
Se000] 60000165000 «
57,000 60,500 | 65,500 4
57500 61,500 66,000 Z
56,500 | 62000 66,500 =
59, §7.500 ]
60000 | 63500 68,000 @

:
H2ils
i

66,500

67500 | 71,500

6,000 72500

68,500 73,000

69,500 73,500

70.000 74,000 | 105,500 | 105,500 |
70500 | 75,000
71,500 75,500 86 or more| 105500 | 105500 | 105,500 |

Source: WSDOT When inches are involved: Under 6" Take the Lower, Over 6" Take the Higher (Except Between 8 and 9 Feet)

12

Conversion Factors: Forest Products Volume per Truckload

The weight that can be hauled legally will influence the
volume of wood that can be hauled. Wood shavings with a
low moisture content are the usual exception. Shavings
can fill a trailer prior to getting to regulated weight.

Using the Tons per MBF conversions referenced earlier:
5-7” SED - 25 tons/8.5 Tons per MBF = 2.9 MBF

8-11” SED - 25 tons/7.5 tons per MBF = 3.33 MBF
12-15” SED - 25 tons/6.5 tons per MBF = 3.8 MBF
16-20” SED - 25 tons/5.5 tons per MBF = 4.5 MBF

20"+ SED - 25 tons/4.5 tons per MBF = 5.6 MBF
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Business of Forest Products Session 3

A e

. Do the tons/MBF increase or decrease as log diameters increase?

Questions for You

What are typical units of measurement for your region or business?
When might it be advantageous to weigh logs rather than scale them?
Is'Scribner scale the same in all parts of the west?

Why do some consider Scribner scale archaic?

If you have been selling in bone dry tons and are contemplating selling

by the bone dry unit, should the price per unit be higher or lower?

Do all trucks hauling forest products have the same weight capacity?

«
=
5]
s
)
2
=
=
i
4
g
o
i
o
S]
a
a
4]
=]
%
5
@

How does hauling across state line affect trucking rates?

14
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Business of Forest Products Session 4

Selling Forest Products

Steve Courtney

The Beck Group

THE BECK GROUP

stevec@beckgroupconsulting.com

Finding Markets

» State Forest Products Directories

¢ https://www.orforestdirectory.com/search-by/products_purchased

¢ https://gatrees.org/directories/timber-buyers-directory/
* Consultants

¢ https://www.acf-foresters.org/

¢ https://www.oregon.gov/odf/working/pages/findaforester.aspx
* Advertisements
* Newspapers

* Magazines
* Yard signs
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Business of Forest Products Session 4

Purchasers

Mills
* Sawmills
* Veneer mills
* Hardwood mills
* Post and pole facilities
* Chippers
* Pulp chips
* Biomass
Exporters
Others

Business of Forest Products

Purchasers
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Business of Forest Products Session 4

Purchaser Specifications

The seller of forest products must understand the
specifications required by their customers. Sending
products which do not meet specifications can be very
expensive as revenues might not cover expenses. Shipping
the product to a place where it meets expectations should
generate more revenue.

DOUGLAS FiR LOG PRICEMATRIX -~

TR
Length 40 36-38 32-34 28'- 2
32-34 28'-30 24'-26 22

#2 Sawmill & Btr. ( 32" Butt Diameter & Smaller — Long Axis Inside Bark)

42+

#2 Sawmill & Btr. ( 33" Butt Diameter & Larger)
#3 & 4 Sawmill (8" - 11" Scaling Diameter )
#3 Sawmill ( 12" + Scaling Diameter )

#3 & 4 Sawmill (6™-7" Scaling Diameter )

Business of Forest Products

#4 Sawmill - (4"-5" Scaling Diameter )
Utility

[Mixed Loads will be paid for at the lower priced species
Off Species will be paid at $100/MBF

12" of trim on all lengths

[Preferred lengths are 40', 32', 24, and 16* plus trim
l.oad for truck scale

Value Determination

The value of forest products is determined by volume or
weight. Understanding how value is determined is very
important.
Scale

* Size

* Diameter
* Grade

* Sort

* Defect

Weight
* Quality Standards
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Which is better?
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Business of Forest Products Session 4

Value Determination

Determining where to sell requires an understanding of

the following:

* Costs of delivering the product to destination.

* How is value determined?

* Are there risks to the pricing from quality requirements,
or specifications?

* Weight specifications are usually less onerous than
scale

* If two destinations determine value differently, what are
the expected conversions to compare prices?

* Will moisture content affect the revenue received?

Business of Forest Products

This Photo by Unknown Author is licensed under CC BY-NC-ND

Questions for You

1. Where would you look for potential customers of your forest
products?

2. Are there forest products consumers near all forests?

3. Why do log exporters generally pay more than domestic mills?

4. How do you compare the potential value received from different
forest product buyers?

5. If selling by the green ton, does not shipping volume expeditiously
increase or decrease the value received?

@
@
5]
S
=]
o
a
o
i
4]
i
S
i
o
5]
@
a
4]
=]
]
5
@

27



Business of Forest Products Session 5

Costs of Harvesting Forest
Products

Steve Courtney
The Beck Group

THE BECK GROUP

stevec@beckgroupconsulting.com

Harvest Costs

Unit costs of harvest are determined by the cost of
operations divided by the production. Often this is the
cost of equipment and operator per day divided by the
production per day in the unit of measure (MBF, Ton).

Example:
Cost of skidder and operator per day = $900
Volume skid to the landing per day =100 tons
Cost per ton S9 per ton
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Business of Forest Products Session 5

Harvest Costs

Harvest Cost Segments
* Cutting

» Skidding or yarding

* Processing

* Loading

* Other project work

Business of Forest Products

Costs of Harvesting

The factors below determine the type of harvest operation

required as well as the related costs.
* Volume per acre

* Logsize

* Slope

* Skidding Distance

* Product Utilization

In addition to the type of harvest operation used, the

following also influence the cost of harvesting. g
o E

* Mobilization Diesel Pri &
* Fuel cost leselrrices ¢
$8 2

$6 5

* M g

$2 2

$0 =

S2088385002%323822R_77FINTAQN

——West Coast No 2 Diesel Retail Prices (Dollars per Gallon)

——Lower Atlantic (PADD 1C) No 2 Diesel Retail Prices (Dollars per Gallon)

29



Business of Forest Products Session 5

Costs of Harvesting

Hauling is an important factor in the cost of harvesting.
Some factors affecting haul costs include:

* Time it takes to the destination
* Distance
* Road conditions
* Wait time loading and unloading

* Maintenance required due to road conditions
* Changing jurisdictions affecting legal weight limits
* Fuel Prices

Business of Forest Products

Costs of Harvesting

Other costs of harvesting that must be considered.

* Road projects
* Distance of construction
* Distance to rock
* Cost of materials

* Road Maintenance
*  Wet weather
* Snow plowing
* Dust abatement

* Other

*  Stump treatment
* Slash abatement
e Scarification

* Wildlife Trees

e Other

Business of Forest Products
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Business of Forest Products Session 5

Costs of Harvesting

The costs of harvest equipment depends on:
* Age of equipment

* Wages of operators

* Fuel prices

* Demand for services

Costs of Logging
Equipment/personnel | Cost Range/hr P
Feller Buncher $120-140 3
Skidder $80-100 7
Forwarder $100-120 £
Yarder $250-400 8
Helicopter $3,500-6,000 2
Processor/Delimber $100-140
Loader (Shovel) $80-110
Hand Cutter $60-100
Crew Member $25-40
Questions For You

1. How do you determine the costs of harvesting forest products?

2. What are the segments of harvesting to evaluate when
determining harvest costs?

3. What are the attributes of a sale that affect production and cost?

4. What are the factors affecting haul costs?

5. Outside of harvesting, what other factors affect the cost of
harvesting forest products?

Business of Forest Products
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Business of Forest Products Session 6

Forest Products
Manufacturers

Steve Courtney
The Beck Group

THE BECK GROUP

stevec@beckgroupconsulting.com

Forest Products Manufacturers

Units of measure for wood products producers

Processing Type Unit of Measure

Lumber MBF lumber scale

Veneer M3/8s or Surface square feet
Post & pole Piece or lineal foot

Chips Green ton, BDT, or BDU
Firewood Cord or load
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Business of Forest Products Session 6

Forest Products Manufacturers
Product Value Reports

Random Lengths Weekly Report & Ranoam liid

Lumber Market Report

WEST COAST VENEER
-8 54" 27

TlmberMart South i

Business of Forest Products

RW E/T Mix?
Douglas Fir 1/10°_ 69.50 3550 __17.00 1525  58.25
Dougl B850 5250 1g7s 1500 7afs ¢
White 62 96.25 _70.00 _ 29.50 _ 27.01 4 Quarterly Market Bulletin T "4 Ouarter 2024
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Forest Products Manufacturers

Return-to-Log Values (RTL)
Product sales

+ Byproduct sales
- Manufacturing costs

X Recovery

= Return-to-log (log breakeven value) P
RTL Cales Lumber Plywood Post & Pole Firewood ;
Start with Sales Realization $/MBM S/MSF 5/piece $/Bundle :g
Subtract Manufacturing Cost $/MBM S$/MSF $/ton $/Bundle §
Times a Yield Factor 2.2 3.2 0.5 165
Equals RTL value S/MBF S/MBF S/ton $/cord
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Business of Forest Products Session 6

Forest Products Manufacturers

Keys to calculating RTL values
* Ensure units of measure are consistent
* Products usually per M (BF, 3/8s, lineal feet)
* Byproducts per green ton, BDT, or BDU
* Manufacturing also per M (BF, 3/8s, lineal feet)
* Know whether recovery is positive or negative

@

“

0SB Western | Bagged | Bundled SYP Western | Export é

RTL Cales Plywood | Plywood Lumber P&P Shavings | Firewood | Lumber WLC Pellets g

@

sales Realizati g

i

et 500 520 %0 250 230 300 60 195 65 205 &

($/8DT) =

g

(less) All-In Mfg. £

Cost ($/8DT) 220 245 340 110 115 200 370 105 25 170 é
{oquah) Aresksven 280 275 150 140 115 100 90 90 40 35

RTL ($/8DT)

There is a direct relationship
between the
size, quality, and species
of a log and the product value.

Business of Forest Products

34



Business of Forest Products Session 6

Forest Products Manufacturers

Species
* Species such as Douglas-fir and Southern Yellow Pine
have stronger fiber making them suitable for many
applications and increases value.
* Species such as white fir, spruce, lodgepole, hemlock,
and poplar have less strength and lower value.

Business of Forest Products

Forest Products Manufacturers

Log size
* Larger logs usually have more clear wood for higher
value lumber or veneer. Usually reduce per unit
production costs. This increases the RTL value.

* Smaller logs have less clear wood and less volume, so
product values are lower, and manufacturing cost is
higher. This decreases the RTL value.

Mills are usually designed to utilize
the size and species available
within their wood basket. Trying to
use logs for which the mill is not
designed is inefficient.

Business of Forest Products
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Forest Products Manufacturers

Log quality can affect manufacturing and product yield.
Some mills purchase by grade. Mill defined sorts are also
used to assign value to logs.

1 Peeler 30 inches 17 feet 8 per inch 90% clear

2 Peeler 30 inches 17 feet 8 per inch 75% clear

3 Peeler 24 inches 17 feet 6 per inch Knots less 1.5”. No more than §

2 knots B

&

1 Sawmill 30 inches 16 feet 8 per inch 90% clear 3
5

2 Sawmill 12 inches 12 feet Sound knots less than 2.5” “

3 Sawmill 6 inches 12 feet Sound knots less than 3” é

4 Sawmill 5 inches 12 feet <

Special Mill 16 inches 17 feet 6 per inch Sound knots less than 1.5”

Special Cull 16 inches 8 feet Knots less than 2.5”

Forest Products Manufacturers

Many mills identify quality issues which can affect yield and value:

Quality Quality Description

Not enough trim allowed for the NWLR requirement in 2' even multiples. Logs under the 8" of
trim will be recorded as UT. (Example - 34' 0"- 34' 7")

Split End-Processor Length-wise split in log from improper machine bucking, Broken or slabbed ends in excess of 8".

Processor-Surface Excessive surface damage to cambium from processor effecting 25% or more of the surface of
Damaged the log to the extent of the wood fiber is pulled or dug out.

Woods Mechanical Handling damage from grapples, tongs, etc. to the extent it is damaging the cylinder of the
Damage block affected.

Damage to log as a result of log yard handling to the extent it is damaging the cylinder of the
block affected.

This is to be applied when a log end is not flush in excess of 2”, either from an uneven cut or
protruding material.

When the top of the log is not bucked through or bucked incorrectly. (Crotch, Saw Cuts,
Improperly Bucked unbucked slabs, excessive slanted cuts, etc.) This is to be applied when the log end is not flush
in excess of 2”.

Sucker Limb, Spike Knots, Excessive knots (limbs) where more than four limbs are not cut flush
with the bole.

Pistol Butt Excessive hooked butt where a 4'+ cut is made

Log with crook within 8' of the end of the log that needed to be bucked out, Or crook where a 4'
cut is needed.

Log Yard Damage

Flush Butt/Bias cut

Business of Forest Products

Excessive Sweep Excessive sweep is more than 4" sweep in 16' block/where a 4+ foot cut is made.

Logs measuring in excess of 8 inches over NWLR specifications for even 2' multiples. Except 17
logs. Example:(35' 4" 35' 11" is OT) Odd length logs.
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Questions for You
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Business of Forest Products Session 7

Determining Timber Sale
Value

Steve Courtney
The Beck Group

THE BECK GROUP

stevec@beckgroupconsulting.com

Determining Timber Sale Value
The simple formula for determining sale value:

Revenue from Logs

- Costs of Harvesting

- Cost of Hauling

- Costs of Projects

- Harvest/Severance Taxes
= Timber Sale Value
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Determining Timber Sale Value

Cruising is used to determine the volume and the sorts of
trees within a sale.

Sorts define the expected destination for logs and thus the
value.

The following should be considered for cruising:
* The type of sale
* Lump sum
* Scaled/weighed
* Variability in the stand to determine cruise type and intensity
* Accuracy of the cruiser S0 ¥
* Two cruises?

Business of Forest Products

Determining Timber Sale Value

Determining revenue from logs:
* RTL values for internal facilities

» Each species, diameter, length, and grade has an
RTL value.

Log markets in the area
Length of contract

* Longer contracts have positive or negative risks.
Depends on the evaluator.

* Need for the logs Log Needs and Relative Price 3
* Supply Strategy ¢ :
o i 2
E —
—
Supply plentiful ‘ Moderate need ‘ Desperation
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Determining Timber Sale Value

Determining the cost of harvesting:
* Ask those that can do the work.
* Can be used as a bid if the sale is purchased.

* Estimate production by harvest system and
determine cost.

* Review the costs from similar previous projects.
* Understand differences affecting costs.

* Review the cost of fuel at time of previous harvest
compared to those expected at time of next
harvest.

Business of Forest Products

Determining Timber Sale Value

Example: Timber Sale Appraisal Document

RIL
Del.5/MBF  tons/MBF

oo soool susoaa] 7
Ss256325

12715

5000

$2979,639.68)
515000000
515000000
5375000
5750000
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Determining Timber Sale Value

Risks to Timber Sale Value:
* Volume
* Sort volume greatly affects value
* Project work costs
* Markets
* Indexes and adjustments
* Fuel Costs

Diesel Prices
$8

50 Years of Lumber Prices $6
o 54 \\M
$2

$1,500

< N O™~ 0 O O + N ™Moo
St d g aad
- Lol L
$1,000 §3Z355588588
$500 —West Coast No 2 Diesel Retail Prices
(Dollars per Gallon)
S0 ——Lower Atlantic (PADD 1C) No 2 Diesel

oD XD DD PP S S E DD D

SR AP S il Pri
S 8 & Retail Prices (Dollars per Gallon)

Questions for You

1. What are the components used to determine sale value?

2. What are the difference between Lump Sum and Scaled timber sales?
3. Why do people cruise scaled sales?

4. When do people pay the most for forest products?

5. Explain the risks to timber sale value.

6. What happens when values from forest products change after a sale

is purchased?

Business of Forest Products

Business of Forest Products
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