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- The Honorable Ellen Anderson - The Honorable Jean Wagenius
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: Dear Senator Anderson and Representat1ve Wagemus

According to anesota Session Laws Chapter 368, Article 1, sectlon 19, the Comm1ssloner of -
the Department of Natural Resources (DNR) must provide quarterly forest management -
investment account (FMIA) fund statements 1nclud1ng a report on the methodology used in

calculatmg the revenue forecasts

Attached for your rev1ew are three documents

1. A summary report outhmng revenue forecast trends and methods and

2. Timber Sales Revenue Forecast, and
3. The Forest Management Investment Account plamnng statement-F YO9 Close

Addltlonal detail is available upon request
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LEGISLATIVE REPORT - Cost of Preparation

DEPARTMENT OF
NATURAL RESOURCES

DATE: 09/28/09

NAME OF LEGISLATIVE REPORT - Forest ManQQement lnvéstment Account Forecast Update

Based on: Laws of 2008, Chapter 368, Article 1,Section 19_

Prepared by: Donald Deckard, Department of Natural Resources

Phone: 651 -259-_5287

E-Mail: Donald.Deckard@dnr.state.mn..us
: {

? : essary |. Amount
Staff Time 2 week s aff time (multlple staff) $2,500
Dupllcatlon Cost (mcludes paper) Negligible, most work done

electronically
Other:
TOTAL TO PREPARE REPORT »
$2,500
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. (Note: Right click on amount cell and
choose update to complete) '
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Minnesota

Minnesota Department of Natural Resources
500 Lofayette Road e St. Paul, MN -« 55155-40 ‘

September 2009 Timber Revenue Forecast - Executive Summary Bﬁﬁmﬁ’%&és.

FY09 Close and FY10-12 Forecast

Highlights : o S
Fiscal Year.2009-10 Management Actions and Results :
e Implemented quarterly invoicing policy that resulted in a $913,000 one-time increase in accounts receivable due
to billing timing, - . : -
* Adjusted prices to market conditions, improving both sales and harvest volumes over no action.
* Implemented many other operational changes that improved revenue, but are difficult to quantify.
- * * Initiated a planned agency unallotment of $1,050,000 in FY10 FMIA expenditures. o

Fiscal Year 2009 Timber Revenue. Final - As of September 14, closeout FY09 timber revenues were $19.56 million, as
compared to the Apr09 MED forecast of $19.55 million. In FY. 09, 908,182 cords sold at an average $19.30 per cord and
4.46 million board feet of sawtimber sold at an average $152.22 per thousand board feet. The year closed with an 80
percent sell rate. In comparison, 1,112,650 cords sold at $20.70 per cord and 8.8 million board feet sold at $200.08 per

~ thousand board feet in FY08. The F Y08 sell rate was 94 percent of volume offered. InFY09, 717,170 cords were
harvested at an average $22.87 per cord and 4.63 million board feet of sawtimber was harvested at an average price of
$207.76 per thousand board feet. In F Y08, 813,395 cords were harvested at $25.61 per cord and 4.6 million board feet
was harvested at an average $239.69 per thousand board feet. S

Fiscal Years 2010-2012 Forecast - For this update, FY10-11 forecast MED revenues were increased by 0.2 percent and

FY12 forecast MED revenue was increased by 0.9 percent as compared to the Jun09 forecast MED. As of September 14,
FY10Q1 sales totaled 81,916 cords at an average $23.48 per cord as compared to FY09Q1 sales of 111,332 cords at an
average $21.61 per cord. Preliminary FY10Q1 removals were 77,159 cords at an average $23.04 per cord as compared to
the FY09Q1 removals of 158,325 cords at an average $26.16 per cord. Of note, _FYIOQI,"_removals volume is likely to be
close to 100,000 cords. For all timber products combined, inventory (uncut volume under contract) was approximately

2.35 million cords with a book value of $54 million.

As a result of the FY09 closeout reconciliation between actual and forecast revenues, a determination was made to add
line item sale and scale method adjustments in order to explicitly account for revenue effects. As compared to the Jun09
forecast, the modest increase in revenue is attributable to accounting for the effects of sale and scale method, particularly
the revenue from volume growth that is captured with the pay-as-cut scaled sale combination, offset by increased risk of
unrealized revenue because of tlie mandate to sell more wood by the pay-as-cut sold on appraised volume combination.

September 2009 Forecast Timb‘er Sales Revenue; FY2010-FY2012.

Forecast - ' —_FY10 , ‘FY11 ' Fy12
Sept09 MED - $16,195,000 - $16,714,000 $17,086,000
Jun09 MED $16,167,000 $16,685,000 - $16,934,000
Change MED ($) ~ - ~ $28,000 - $29,000 _ $152,000
Change MED (%) L 02% . 02% | 0.9%

Key Changes Since the June 2009 Forecast Update .
~e The FY10 timber sales target was decreased from 950,000 new cords to 825,000 new cords. ,

® The timber revenue forecast line item "Lump Sum Sales Adjustment" was added to fully capture the revenue from
timber sales that are paid in full at the time of sale (lump sum payment). o

¢ The timber revenue forecast line item "Scaled Sales Growth Adjustment" was added to fully capture down

- payment revenue from volume growth above the initial sale down payment volume. _ '

* Mandated increases in pay-as-cut (consumer scaled) sold on appraised volume (SOAV) sales will increase the risk
of unrealized revenue over the duration of the permits. : S :

: . www.dnr.stote.mn.us
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Trends - ‘
Sales Volume and Pricing - Sales volume continues to be impeded by poor market conditions and reduced market size as -
indicated by the FY09 sell rate at 80 percent of volume offered. The Northeast Region was hit hardest by shrinking
market demand with 77 percent of unsold DNR volume as of June 30. With the FY10 offer target reduced to 825,000
cords, a 13 percent reduction from last year's 950,000 cord target, the expectation is lower sales volume as compared to
last year. The MED forecast is 800,000 cords sold as compared to 917,000 cords sold in FY09. - ‘

Removals Volume and Pricing - FY 2009 closed with 717,170 cords plus 4.6 million board feet of sawtimber harvested
from DNR administered lands. While uncertainty prevails, there is an expectation that the FY 2010 harvest volume will _
be at least equal to the FY09 harvest volume. The MED forecast is based on a 750,000 cord harvest including 741,000

~ cords and 4.5 million board feet (9,000 cord equivalent) sawtimber. However, purchasers control the volume and timing
of harvest and could delay harvest beyond current permit expiration dates, particularly if economic recovery and wood
market conditions are slower than anticipated. ' :

Accounts Receivable (4R) - FY09 closed with a balance of $1.28 million as compared to the FY08 closing balance of
$2.19 million, due to a change in billing cycle. However, 29.1 percent ($371,600) of the FY09 closing balance was >120
days past due. In comparison, only 2.5 percent ($54,000) of the FY08 closing balance was >120 days past due.

Pay-As-Cut SOAV Increasing Risk of Unrealized Revenue - : —
Timb?r is sold in two -ba§ic ways, lump sum or pay-as-cut, the ) :D NR Timber Sale Tyaology _ |
key d.1fference bg_u}g timing of payment. Lump sum sales are Sale Method _ [Scale Method IF Y08 % IF¥10 %
paid in full at the time of sale while pay-as-cut sales generally P —— — —
require a down payment with the balance due as timber is g ay—ﬂs-Cut Scabd ' 91 e 81

“ harvested. Lump sum sales volume is always based on F"a‘h-'-gﬂ'-Cut S0 A"v" 8 18
appraised volume. - While the majority of pay-as-cut sales are JLump Sum SOAY 1 -1

scaled for payment, DNR historically sold 8-10 percent by pay- T otal (%) : ~.4..100 100
as-cut sold on appraised volume (SOAYV). . — = - '

- As per legislative mandate, the Division has been o ' 80,000 Cords at $20 por Cord
directed to increase the volume of pay-as-cut sales - . $1900,000 - ey —
sold on appraised volume (SOAYV). Permits will 2 ¢4 760000 Sralod Sola Overn : |. OW PRESENT VALLE |
likely be standard 3-year term. Using the Sept09 s v  |mamED PRESENT VALUE |
FY10 800,000 cord sales forecast and the forecast - 2 $1.500000 - : f’:‘:f::’;ﬁg ‘é‘[‘)'-;"l") 2
- average sale price of $20 per cord, an increase of pay- - 61300000 |- ‘ :
“as-cut SOAV from the current 8 percent to 18 percent o
will shift 80,000 cords from pay-as-cut scaled to pay- | § $1100000 -
as-cut SOAV, reducing the expected timber revenue. £ :
by $478,500 as compared to selling the same volume g 000000 1
pay-as-cut scaled, the difference being unrealized sale | “ 700000 |
volume overrun (growth). Of course, this is to be ‘ sso?poo L

nside stimate, T : -
co -Sl red a crude estima Lump Sum SOAV Pay-As-Cut Scaled Pay-As-Cut SOAV
‘ ‘ ) * ) : - " 'Parameters: Lump §um pald in full at time of sale, Pay-As-Cut 16% down paymentat
Funds Allocatlon o s time of sale. Lump Sum and Pay-As-Cut SOAV cruise standard 2 10% [CL 80%), Pay-
Acquired Forestry and Con-Con dollars are allocated As-Cut Scaled crulse standard £ 20% [CL 80%], sold to close permit cycle = 36
e ’ ) months, average annual volume_growth = 3%, and average annual ITC Interest = 3%.

on a revenue basis while School/University Trust

dollars are allocated on a cost basis. The current land : -
~ class distribution of timber inventory by book value is similar to historical averages. However, annual removals may
" deviate from historical averages by as much as +5% by fund. FY10 fund allocations estimated using the Sept09 FY10
MED revenue forecast were UNCHANGED from the Jun09 forecast values. o o » :

Contact: Don Deckard, State Forest Economist, fnailto:donald.déckard@state.mn.us, (651) 259-5287
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Timber Sales Revenue Forecast |
'FY09 Close and FY10-12 Forecast o
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- Don Deckard, Ph.D.
* . State Forest Economist-
- DNR - Division of Forestry
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EXECUTIVE SUMMARY

- The quarterly timber sales forecast projects revenues from the sale of forest products from lands managed ,
“by the Minnesota- Department of Natural Resources. Forecast updates are completed to provide the most-

Background

~ current revenue estimates based on changing market conditions and newly available information. The

revenue forecast provides critical budget planning information.for the Division of Forestry. Timber :

revenues are distributed to management funds and beneficiaries as directed by statute.- Fiscal years for .

" Minnesota State government begin on July 1 and end on June 30. For this forecast cycle, the point in

time that designates the transition from actual values to forecast values. (baseline date) is September 14,
2009. All values are expressed in nommal dollars without adjustments for inflation or deflation.

'The Division of Forestry manages 4.2 m11110n acres. of State owned forest land, provrdes forest

management and cost share assistance to 140, 000 family forest owners holding 5.7 million acres, and

- protects 45.5 million acres from wildfireé. Confronted with declining timber revenue prospects, the

Division implemented a fiscal strategy in early FY08 that successfully managed down $5.4 million in

- FMIA expenditures through FY09. Cost cutting was accomplished by holding posmons vacant and .

reduced efforts in: forest improvement, forest roads, ecologlcal class1ﬁcat10n, forest re-inventory, prlvate

jland management and other programs

Lo

Highlights

Fiscal Year 2 009-10 Management Actzons and Results

. Implemented quarterly invoicing pohcy that resulted ina $913 000 one-time increase 1n accounts

" recéivable due to billing timing.
- e Adjusted prices to market conditions, 1mprovmg both sales and harvest volumes over no actlon
. Implemented many other operational changes that improved revenue, but are difficult to quantify.

'Imtlated aplanned agency unallotment of $1, 05 0, 000 in FY10 FMIA expend1tures

F iscal Year 2009 Close - Asof September 14, FY09 timber revenues were $19.56 ‘million, as compared

~ to.the Apr09 MED forecast of $19.55 million, a- difference.of 0.1 percent. In FY09, 908,182 cords sold at

an average $19.30 per cord and 4.46 million board feet (MMBF) of sawtnnber sold at an average $152.22

_ per thousand board feet (MBF). The year closed with an 80 percent sell rate on volume offered: In -

comparison, 1,112,650 cords sold at $20.70 per cord and 8.8 MMBF sold at $200.08 per MBF in FY08.

“The FY08 sell rate was 94 percent of volume offered. In F Y09, 717,170 cords were harvested at an

average $22.87 per cord and 4.63 MMBF of sawtimber was harvested at an average price of $207.7 6 per
MBF. In FY08, 813 395 cords were harvested at $25.61 per cord and 4.6 million board feet was B

harvested at an average $239.69 per thousand board feet. At year-end, timber inventory (volume under -

contract) was approxrmately 2.35 million cords with a book value of $54 m1lhon

" Fiscal Years 201 0-201 2 Forecast For thls update FYlO 1 lforecast MED revenues were 1ncreased by

0.2 percent and the FY12 forecast MED revenue was increased by 0.9-percent as compared to the Jun09

forecast. As of September 14, FY10Q1 sales totaled 81,916 cords at an average $23.48 per cord as
compared to FY09Q1 sales of 111,332 cords at an average $21.61 per cord: Preliminary FY10Q1

~ removals were 77,159 cords at an average $23.04 per cord as compared to the FY09Q1 removals of

| Forecast =~ - . | . FY10 FY11 .__FY12
Sept09 MED _ ' $16,195,000 $16,714,000 |  $17,086,000 .
Jun09 MED . - $16,167,000 $16,685,000 $16,934,000
Change MED ($) - $28,000 - 1 $29,000 - - | - $152,000
Change MED (%) - 0.2% ' 02% = 0.9% -

158,325 cords at an average $26. 16 per cord.

September 2009 Forecast Timber Sales Revenue FY2010-FY2012.

FY 2010-12 Tirn_ber Sales Revenue Forecast - Minnesota DNR - DiviSion'of Fores&y o 2
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. As aresult of the FY09 closeout reconciliation between actual and forecast revenues, ‘a determination was
made to add line item sale and scale method adjustments in order to explicitly account for revenue effects. -
.- As compared to the Jun09 forecast, the modest increase in revenue is attributable to accounting for the

- effects of sale and scale method, particularly the revenue from volume growth that is captured with the
pay-as-cut scaled sale combination, offset by increased risk of unrealized revenue because of the mandate .
to sell more wood by the pay-as-cut sold on appraised volume combination. - ‘

Key Changes Since the June 2009 Forecast Update " ‘
- e TheFY10 timber sales target was decreased from 950,000 new cords to 825,000 new cords.
¢ - The timber revenue forecast line item "Lump Sum Sales Adjustment" was added to fully capture
the revenue from timber sales that are paid in full at the time of sale (lump sum payment). By
. - statue; lunip sum sales are limited to informal commercial permits: - o
-®  The timber revenue forecast line item "Scaled Sales Growth Adjustment” was added.to fully;
~ capture down payment revenue from volume growth above the initial sale down payment volume.
- Basic Assumptions for the September 2009 Forecast . - , R : .
“® The statewide all-ownership timber harvest will be at least 2.6 million cords in FY 2010 with-an
* expectation of incremental increases in FY 2011 and FY2012. . o B
* Thelength of winter logging season will be. comparable to the past two-years. o
- o Internalinitiatives in the areas of timber sale packaging, marketing, and increasing harvest
operations flexibility will have a positive effect on removals volume over the forecast period.

* No penalty free blanket permit extensions will be made in FY10.

" Trends -

Sales Volume and Pricing - Sales volume continues to be impeded by poor market conditions and reduced -
market size as indicated by the FY09 sell.rate at 80 percent of volume offered: The Northeast Region was . -
hit hardest by shrinking market demand with 77 percent of unsold DNR volume as of June 30. With the -
- FY10 offer target reduced to 825,000 cords, a 13 percent reduction from last year's 950,000 cord target,
* - the expectation is lower sales volume as compared to last year. The MED forecast is 800,000 cords sold

as compared to 917,000 cords sold in FY09.

" Removals Volume and Pricing - FY 2009 closed with 717,170 cords plus 4.6 million board feet of
* sawtimber harvested from DNR administered lands. While uncertainty prevails, there is an expectation

that the FY 2010 harvest volume will be at least equal to the FY09 harvest volume. The MED forecastis

_based on a 750,000 cord harvest including 741,000 cords and 4.5 million board feet (9,000 cord - ,
equivalent) sawtimber. However, puichasers control the volume and timing of harvest and could delay . .

- harvest beyond current permit expiration dates, particularly if economic recovery and wood market
conditions are slower than anticipated. : S :

- Accounts Receivable (AR) - FY09 closed with a balance of $1.28 million as compared to the FY08 closing
balance of $2.19 million, due to a change in billing cycle. However, 29.1 percent ($371,600) of the FY09
closing balance was >120 days past due. In comparison, only 2.5 percent ($54,000) of the FY08 closing
balance was >120 days past due. S ) , ' S

7 de-As_-Cut SOAV Increasing Risk of r . _ .
Unrealized Revenue - Timber is sold intwo' - | DNR Tim ber Sale Typology.

. harvested. For timber 50ld by the lump sum
‘method, volume is always based on the -

basic ways, lump sum or pay-as-cut, thekey | |5 gie Method _[Scale Method IF Y09 % IF Y10 %
difference being timing of payment. Lump Pay-As-Cut - Scaled | 91 81
sum sales are paid in full at the time of sale - P avdscut | SOAY g 1 8
while pay-as-cut sales generally require a down - , e -~ < o
- payment with the balance due as timber is Lump Sum SOAY 1 1
Total (%) . . 100 100

- FY 2010-12 Timber Sales Revenue Forecast - Minnes_oté DNR - Division of'For‘estry g / 3




' appralsal While 90+ percent of tlmber sold by the pay—as-cut method is scaled for payment DNR has -
historically sold 6-10 percent by pay-as ~cut sold on appralsed volume (SOAV) " .

As per leglslatlve mandate the -
* Division has been directed to increase
 the volume of pay-as-cut sales sold on
- appraised volume (SOAV) in FY10.
- Permits will likely be standard 3-year

" term. Using the Sept09 FY'10 800,000
cord sales forecast and the forecast
- average sales price of $20 per cord, an
increase of pay-as-cut SOAV from the
FYO09 8 percent to 18 percent in FY10 .
would shift 80,000 cords from pay-as-
cut scaled to pay-as-cut SOAV,
reducing expected timber revenue by
$478,500 as compared to selling the
same volume pay-as-cut scaled, the
difference being unrealized sale
volume growth.that occurs between -
the pomt in time the sale i is cruised

Present Value Tlmber Receipts

80 ,000: Cords at $20 per Cord

$1,900,000 +

FVT08 Kot 5%
Gs‘nl Qﬂo Ovumn

WMEXPECTED PV -
5L OW PRESENT VALUE | |

31 700.000 -

$1 600,000 -

31 300.000

s1 100,000

$900,000 -

s7ook.ooo .

- $500,000 4

© . Lu p'eum so'Av’

Parameters: Lump. Sum paid in full at timeof sale, Pay-As-Cut 16% down payment at
time of sale. Lump Sum and Pay-As-Cut SOAV crulse standard £10% {GL 80%], Pay-
As-Cut Scaled crulse standard  20% [CL 80%]}, sold to close permit cytle =36 |
.monlhs, average annual volume growth = 3%;.and average:annuyal lTCInterest- 3%. . |-

Pay-As-Cut Sealed Pay:As-Cut SOAV.

= MED PRESENT-VALUE
&AHIGH #RESENT VALUE
—Linear (EXPECT ED PV)

and the point in time when the sale is harvested

Funds Allocatlon

Acquired Forestry and Con-Con dollars are a]located on a revenue basis wh11e School/Umvetsnty Trust .
_dollars are allocated on a cost basis.” The current land class distribution of timber inventory by book value
is similar to hlstoncal averages. However, annual removals may deviate from historical averages by as
much as +5% by fund. Hence, annual adjustments-are necessary to compensate. FY 10 fund allocations
estlmated usmg the Sept09 FY10 MED revenue forecast were¢ UNCHANGED from the J un09 allocatlons

' Example Funds Allocatlon Sept09 FY10 MED Revenue F orecast ($16 195,600).

" Account Allocation Allocatlon | Fb F
RN | . Factor : : " Portion Recelpts and Transfers
'Acquiréd Forestry - 0.222 $3,600,000 -100% $3,600,000
‘Con-Con : e 0.241' - | $3,896,000 50% -$1,950,000
School / Uniyv. Trust — certified cost cost certified cost

to 31gnlﬂcant year-to-year varlablhty

FY 2010-12 Timber Sales Revenue Forecast - Minnesota DNR - Division of Forestry

~ "FY10 School / Univ. Trust certlﬁed costs transferred to'the FY11 FMIA account balance Actual: values are sub_]ect



DISCUSSION

The timber sales revenue forecast is a combination of four distinct forecast variables. An additional step
-~ is then required to estimate the portion of timber revenue allocated to the Division of F orestry budget. A
. portion of timber sales revenue is eventually available for Division budgeting while a significant amount -
is distributed to various accounts and entities including the School / University Trust accounts, General
Fund, and Minnesota counties. 'Each component of the revenue forecast has its own unique set of metrics,
range of variation, drivers, constraints, and inherent uncertainties. Forecast variables and metrics:
- 1. “sales volume (volume offer “target” minus an estimate of no-bid sales), R
2, . sales average per-unit price (regression model utilizing monthly stumpage price, product price,
- and’housing starts time-series data), v : ;o o
*3. ‘removals volume (5-year average adjusted for forecast offer and sales volume, permit expiration ~
: ~ dates, market aréa wood use expectations, internal initiatives, and operational constraints), and =
-4. removals average per-unit price, (value of timber under conttact by fiscal year expiration =
- adjusted for current fiscal year sales price expectations and default risk).

' 1. Forecast Sales Volume - - L ' ' ' R
Including re-offers, FY10 and FY11 forecast sales volumes were reduced to 800,000 and 850,000.cords
respectively assuming 930,000 cords offered in FY10 and 950,000 cords offered inFY11 with sell ratés
of 86 percent and 90 percent respectively. The FY12 forecast sales volume was reduced to 893,000 cords

_assuming 950,000 cords offered with a 94 percent sell rate.

- 2. Forecast Sales Average Per-Unit Price
- Forecast sales average per- -
unit prices were unchanged.

$60-7

 The FY10 forecastaverage = N S =hewal __
- per-unit price remained at ‘S50, L l _ ~ ~Jm09Sep09 Forgeast |
:$19.75 per-cord.. The FY11 e . J T a9/ A0S Forecnst

forecast sales per-unit price
remained at $21 per cord and

“ the FY 12 sales price remained
at $22 per cord. Selling prices

-are expected to remain flat
through the first half of FY10-

- then start to increase over the
remainder of the forecast
period as the economy
recovers. S

©$40.
$35 -
$30
$26 £

21— N —— .v'\J'"],M ,

$16°

$45 - - : \

DNR All-Species. Average Price per Cord
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The forecast sales average - - — _ A
- per-unit price was developed using a factored autoregressive (AR)-econometric model in the form AR

* (Lag 1) with a weighted product price index (SLOP Lag 3) and housing starts (Lag 1) used as regression -
variables. The model was fit to monthly data from January 1995 through June 2009. All parameters were -
‘significant at >=97%. The model root mean squared error (RMSE) = 1.7364 with R2 = 0.967 (Table 1). .

Table 1. F ac‘tored'AR(l-) Model Parameter E'st'imates_.r :

t Valﬁe '

~ 'FY 2010- 12 Timber Sales Revenue Forecast - Minnesota DNR - Division of F o_réstry

Parameter Estimate . | Std. Error Prob > t|
Intercept - 192118 - [ 52271 3.6754 0.0003
Autoregressive (Lag 1) 0.9787 ~10.0144 68.0129 <0.0001
4/5/1 SLOP (Lag 3) 0.0184 0.0084 .2.2057 0.0288
.Housing Starts (Lag 1) 10.0206 0.0095 2.1796 0.0307




3. Forecast Removals Volume -
‘Removals volume is highly

variable and difficultto -~ ' ' 850+
- forecast as demonstrated by ~ | pgs || mmActial
- comparing the FY09 726,000 T sl mmSept09 MED Forecast
) 4 - . ' E=Jun09 MED Forecast
- cord harvest to the FY08- 3 775 | ——5-YrAverage .
820,000 cord harvest. While = 756 - ——
~the number of wintef logging 2 795 | _
days remain.an important o 700 4
factor, reduced demand, S 675
supply from other sources, £ 650
stumpage prices, and internal | % o
. policies have year-to-year: - |- 600 - N I M ¥ m W BCE
_ impacts on removals volume, - oo Jo17 o2 Jos Joa |05 [os [o7: o8 [op [0 [11 12
* For the Sept09 update, FY10- L—Actual . [o7a]e92]626 | 748 [724 [735 [6s7 00 |ea0 | 726 K
- . IR Sept09 MED Forecast . : ) . . | 750 | 760 | 760
11.removals volumes were | [qmJdun0s MED F orecast 1 |1 lzso]zeo|770
unchanged. The FY12 <a-5-Yr Average . 734|734 |734 [734 [73a
- f_orecast vO_lUme was ) Volumes include sawtimber but do not Inciude blomass.. ' :
~ decreased from 770,000 cords - —
‘to 760'000 cords. '

- 4. Forecast Removals Average Per—Umt Price - . o o
* FY09 closed with 908,182 ._ . e

.cords sold at an average 7 :gz . Septog Farecast
~ $19.30 per cord as compared S 00 -
‘to the Apr09 forecast of . _ S eop -
820,000 cords sold at an g
" average $20.85 per cord. - o 400 -
- r 3007‘-
- Given the lack of sales b :‘;’:_
. » . ) E o . E
activity since the Jun09. , @ 0
‘update, forecast removals . | — % | ‘ 1 _
average per units prices- BNew Sales FY10 : | I - R :;g
“remain unchanged for the ;ﬁ::fé:’::f\(gg e — 210135
forecast period. For FY10-12, || oo IExplre FY12 T T 1w | a1
the forecast removals average - | |@sokt 1Expire FY11 | - . 214 597 | -
per-unit price is flat at £820 = | [mSoki /Expire FY10 | T - 521
per cord. Of_note, uncut o ‘IAcb.lal Rem ovals 700-] 813 | 717 - |

Volumes and values do not |nclude sawﬂmber soldin thousand board feet'or biomass.

timber inventory (volume .
under contract) is sold well
into FY13 using the Sept09 forecast removals volumes

_Funds AHocation : .
- Acquired Forestry and Con-Con dollars are allocated on a revenue basis while School/Umver51ty Trust

dollars are allocated on a cost basis. The current land class distribution of timber inventory by book value
- is similar to historical averages. However, annual removals may deviate- from the current timber
inventory distribution and historical averages by as much as £5% by fund. Hence, annual adjustments are
necessary to compensate. FY10 fund allocations estimated usmg the Jun09 FYlO MED revenue forecast .
were unchanged from the Jun09 forecast : -

- FY 2010-12 Timber Sales Revenue F otecast - Minnesota DNR - Division of Foresiry - N 6




TABLES o

FY 2009 Timber Revenue Reconciliation

908182 $17,527,913. = $2,620,187 *  $2,583,000

. |soLb SAWTIMBER 8916 $678597  $101,790 - . $04,500
~|SOLD OTHER o $602,834 ~  $90,425 -$86,250
“[LUMP SUM SALESADJ . $175,279 $148,987.° . ‘n/a.
REMOVALS CORDS 717170 $16,401,678 $13,941,426  $13,528,600 -
REMOVALS SAWTIMBER ~ 9258  $061.721 _ - $817463 . $722,500
REMOVALS OTHER .~ . - . . $543651 $462,103 = $425,000. . R
"[SCALED SALES. GROWTH © .. $1,343297 $199,502  n/a FY2009 REVENUE -
" |oTHER 5348 INC $105,988 $105,988 n/a : R A
|OTHER TIMBERINC - .~ $150,735 °'$150, 735 $110,000 CLOSE $19,560,548
ACCTS RECEIVABLEGAIN. . . $012,042 . $912.942 - $2000000 - '
SUM ALLTS REVENUE R $19 560 548 $19,549,850

FY09 TIMBERSOLDALLSALES 7 E o e o S
QTR .. - VOLCDS VALUE CDS- AVGS$/CD - VOL M'BF 'VALUE MBE AVG$/MBF

FY09Q1 (actual) © 111332 $2,405,698 $2161 882 - $167,278  $189.66|
FY09Q2 (actual) 284903 " $6,028,307 $21.15 1001 . $188,090 . $187.90
[FY09Q3 (actual) - . 45388 $716933 . $15.80 64 - $5645 . $88.20
FYOOQ4 (actual) -~ 466469  $8,374481 . $17.95 2511 _ $317,595 ° $126.48
‘ SUM/wAVG B 908182 ‘ _$17,5265,419 $19.30 4458 . $678,608 $152.22

| FY09 TIMBER SCALED (REMOVALS) ALL SALES ) ‘ . : i
QTR 5 VOL CDS _ VALUE CDS AVGS$/CD. VbL MBF ~ VALUE MBF AVG$/MBF -

FY09Q1 (act'ual) ... 158325  $4,141,573 $26.16 . 738 . $112,843 $152.90
[FY09Q2 (actual) - - . - 146659  $3,764,306  '$25.67 11789 $411,501 © $230.02
- [FY09Q3 (actial) . . 339313 $6,796620 $2003 - ° 1577 $320,736 . $203.38
[FY09Q4 (actual) 72873 $1.699,711 . $2332 - 525 $116,638 - - $22217
SUM/WAVG -~ 717170 _$16,402,210 $22.87 4629 . $961,718 $207.76
NOTES

Timber.sold *.0. 15 sold’ portlon TR.

Timber removals 0.85 = removals portion of TR. . ’

LUMP SUM SALES ADJ = SOLD CDS$ * %LUMP SUM * 0. 85; corrects for sales pard 100% at time of sale

SOLD/ REMOVALS BIOMASS mcludes products sold at $0.80 per ton. ) :

SOLD / REMOVALS OTHER includes products. sold by piece and per acre.

SCALED SALES GROWTH REMOVALS CDS$ * %SCALED * %GROWTH * 0. 15; corrects for down paymenl growth
OTHER 5348 INCOME sub codes 4-7, trespass, fuelwood, 'special products and damages :

OTHER TIMBER INCOME rncludes all funds TS mterest & penaity. (5349) and 18J Interest Income (8000)

FY 2010-12 Timber Sales ReVenue_Forecast - Minnesota DNR - Division of Forestry o } 7




FY 2010 12 Tlmber Revenue Forecast Tables’ a

SOLD CORDS* 791000 $15,622,250  $2,343,338  $2,666,250°

SOLD SAWTIMBER 9000  $675000 -  $101,250 = $90,000

SOLD BIOMASS - 30000  $54,000 $8700 ~ $8100

SOLD OTHER - . $100000 = $15000 - $15000
~ |LumP.suM sALES ADJ , $156,223 = $132789  nfa '

|REMOVALS CORDS ~* 741000 $14,820,000  $12,597,000 $12,614,000

[REMOVALS SAWTIMBER .~ 9000 $765000  $650,250  $578,000 -
REMOVALS BIOMASS . 30000  $54,000 -  $45900 ~  §45900 FY2010 ~ REVENUE-
REMOVALS OTHER - $100,000 . $85000 ~ $85000 LOW (-10%) $14,575,502
SCALED SALES GROWTH = - $809,1772 . $121,376 = n/a ‘MED © $16,195,002 |
. |OTHER TIMBER INC - L  $95000 - $95,000 $65,000 HIGH (+10%)  $17,814,503 |
_|SUM MED FORECAST -~ E $16,195,002 $16,167,250 - _

- *Volume sold estimate based on 930,000 cords offered with an 86% sell rate; does not include biomass. -

‘|soLb corps* 846000 $17,766,000 $2,664,900  $2,992,500
SOLD SAWTIMBER - . 9000 - $765000 = $114,750 . $102,000 -

SOLD BIOMASS 35000  $63,000 -  $9,450 $9,450

SOLDOTHER '~ - $100,000 $15000 -  $15000. -

- |LUMP SUM SALES ADJ S - .$177660 . $151,011 .  nfa , A
REMOVALS CORDS 751000 $15,020,000 $12,767,000 $12,784,000 S
REMOVALS SAWTIMBER 9000 - $765000  $650,250  $578,000 . - . - i ..

- |REMOVALSBIOMASS 35000  $63,000 ~ $53550 $53,550 FY2011 - REVENUE -
'|REMOVALSOTHER . . .~ + $100,000 ~  $85000 ' $85000 LOW(-10%) $15,042,650 :|
" |SCALED SALES GROWTH - -$720,960 = .$108,144  nfa  -MED ~ _  $16,714055 |

. |OTHERTIMBERINC L. $95,000 895000 - $65,000 HIGH (+107) " $18,385,461

.- ISUM MED FORECAST - :  $16,714,055 $16,684,500 e

“Volume sold estimate based on 950,000"cord$ foered with a 90% sell rate; does not include biomass.

| _ _ 884000- $19 448,000  $2,917,200 . $2,976,600
SOLD SAWTIMBER © 9000  $900,000  $135000 $120,000
-|sOLD BIOMASS . " 40000 - $72,000 $10,800- '$10,800
‘[sOLD OTHER - 8100000 ~ $15000 $15,000
LUMP SUM SALES ADJ ’ $194480 - $165308- - n/a
REMOVALS CORDS 751000 $15,020,000 $12, 767,000  $12,954,000
{REMOVALS SAWTIMBER .~ 9000 -$855,000 - $726,750 $646,000 S
- |REMOVALS BIOMASS - 40000 - $72,000 . $61,200 $61,200 FY2012  REVENUE -
REMOVALS OTHER DR $100,000 =~ $85000  $85000 LOW (-10%) . $15377,762"
SCALED SALES GROWTH - . $720,960 $_108,'144 " n/a MED =~ $17,086,402
OTHER TIMBER INC . - $95,000 $95,000 $65,000 HIGH (+10%)  $18,795,042 |
' ‘ ' - $17,086,402 _ $16,933,600 - S

*Volume sold estimate based on 950,000 cords offered W|th a 94% sell rate; does not mclude biomass.

FY 2010-12 Timber Sales Revenue Forecast - Minnesota DNR - Division of Forestry R '8



'FORECAST PARAMETERS and ASSUMPTIONS -

Sawtimber converted to cords @ 2 cords per MBF.

FY10 forecast SOLD cords wavg pnce = $19.75/cd and REMOVALS cords wavg prlce $20/cd
- FY11 forecast SOLD cords wavg price = $21/cd and REMOVALS cords wavg prrce $20/cd.
FY12 forecast SOLD cords wagv pnce $22/cd and REMOVALS cords wavg price = $20/cd

Tlmber sold-* 0.15 = sold portion TR.

Timber removals * 0.85 = removals portion of TR. ) :

- LUMP SUM SALES ADJ =SOLD CDS$ * %LUMP SUM 0.85; corrects for sales paid 100% at time of sale o
" SOLD / REMOVALS BIOMASS includes products sold at $0. 80 per ton. . .

SOoLD/ REMOVALS OTHER includes prodiuicts sold by piece and per acre.

SCALED SALES GROWTH = REMOVALS CDS$ * %SCALED * %GROWTH 0.15; corrects for down payment growth :

OTHER 5348 INCOME sub codes 4-7, trespass, fuelwood, speclal products and damages. :

OTHER TIMBER INCOME includes all-funds TS mterest & penalty (5349) and 18J Interest lncome (8000)

~ FY 2010-12 Timber Sales Revenue Forecast - Minnesota DNR - Division of F orestry | 9 '
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