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Sectionl: Introduction

This guidebook provides a poiniof entry into an
emerging marketplace associated with conservation [
based forest management, in which landowners can
be paid to sustain and produce a diverse range of
goods and services including and beyond traditional
wood products. Itis intended tchelp small forest
landowners learn andtake advantage of diverse
array of conservation-based markets and programs
availablethrough public agencies and private
organizations. Utilizing these opportunities can help
landowners diversify income streams from teir
property and reduce ongoingmanagement costs.
This bookis a resource forforest landowners who
are interested inkeeping their lands vibrant,
productive and financially soundthrough the
generations

This guidebookfocuseson four primary markets and

programs for financing stewardshipforestry and offers severalexamples of landowners
who have used oneor severalof theseprograms in combination. The markets and
programs this guidebook addresses are:

1. FSC Certification and Markets

2. Federal Conservation Cost-Share Programs
3. Carbon Offset Markets

4. Conservation Easements

The guidébook is not intended as a complete solution, butather to guide landowners to
resources and information they can usgincluding: publications, natural resource
consultants,public agencies, websites andther educational resources. This guidebook
was written to be used as a companion guide to the various landowner workshops offered
by Northwest Certified Forestry, including:

1 Conservdion Options for Small Woodland Owners

1 Diversifying Income Opportunities on Small Woodlands

1 Conservation Programs for Small Woodland Owners: A Coached Planning Workshop

Conservation-Based Markets Give Landowners Flexibility

Most private small woodland owness choo® to manage their forestands for a range of
values and uses including timber harvest, recreation and wildlife. At the same time, there
are values and resources that the public benefits from and expects from private lands, such
as air and water quality, flood mitigation, carbon sequestration and wildlife habitat. Today
this public demand for benefits and resources is beginning to translate into markets and
public programs that support private landowners in providing these benefits and

resources.



| Many forestland owners maintain their

land for reasms beyond just monetary .
gain. They mayieedto make a profit, We must do everything we

but they alsowant to leave a valuable can to protect the health of
asset for future generations, keep it in

the family, and leave the land better than ~ OUI forests ? for the health

they found it. In addition to providing a of the planet that our
livelihood, their forests represent an

asset that has a value that will extend children and grandchildren
well beyond their own lifetimes. x ET 1 ET EAOEOh O

Many small forestland owners have - Peter _GOIdmark’ o

invested much of their lives in improving Washington Commissioner of

and maintaining their lands. As a rast, Public Lands 2010

they often have a more vluable stock of

OAAT Ocep@d i ET Om&EO 1 AT A

their industrial counterparts z such as olderand more diverse forest stands, better wildlife

habitat and healthy streamside zones. ThisisadisthO A A OAT O A €chnomyiand0T AA UG
can translate todiverse income opportunities for landowners who want to manage for
conservationvalues

The markets and programs described hetia provide options for all types of forest
landowners, from those who harvest timber on a regulabasisto those who are more
interested in taking a passive management approachAll programs referenced in this
guidebookare non-regulatory and completelyvoluntary. If usedtogether effectively, they
canmaintain managementflexibility for current and future property owners while
ensuring the protection of conservationvaluesinto the future.

While more technical and financial assistance programexist now than everbefore, it
should be notedthat many ofthese programs andmarkets arestill in their infancy, may
provide value only in certain circumstancesand varydepending on the political and
economic climate of the time It behooves all landownersto take an active role inmaking
these programs successful and iadvocating for policies to stimulategrowth of the market.

This guidebook is intended as a helpful starting point for landownersvho want to explore
all options from a practicalpoint of view. We encouragea systematic, conservative
approach to evaluatirg the costs and benefits of each program individuallyand help
illustrate the tradeoffs andor synergies of using the programs in combination. Most
importantly, this guidebookoffers expanded opportunitiesfor landowners to express their
values through forest management decisions and actions.

Using this guide should not be a replacement for seeking the help of a qualified
consultant or other professional resources.



Sectionll: Financing Stewardship Forestry

This guidebook contains valuableinformation for small forest landowners onhow to
finance stewardship forestry by reducingcosts andgeneratingadditional income from
careful, ecologically mindful forest managementThe tools and strategieslescribed here
were selected or their ability to support aconservation-based approactto forest
managementby making it more profitable, with more favorablepricing and cash flow The
guidebook also discussesiow to use these various conservation programs in unison to
optimize the value of conservéion forestry.

It should be noted that utilizing conservation programs individually or in combinationcan
be a complicated, confusing process even for professionals who specialize in executing
complex conservation and real estate deals. apping hew markets requires a great deal of
patience, commitment and a willingness to partner with organizations and/or consultants
that share similar goals and

objectives.

Tapping new markets
Fortunately there are many

resources and support services requires a great deal of
created to assistandownersin this patience, commitment and a
process. With more options e .
becoming available over time, willingness to partne r with
diversifying income sources from organizations and/or

forestland can be achieved with a

little work. consultants that share

similar goals and objectives.

The following pages provide an
overview of four core conservation
basedmarkets and programsand
suggest a/-step process which landowners can use to take advantagetbése
opportunities.




Core ConservatioiBased Markets Programs

This guidebook covers the following four conservatiorbased markets and programs

FSC Certification and Markets

Forest Stewardship Council (FSC) certification is an internanally recognized third-party
independent forest management certification program that provides market recognition
for good forest stewardship. FSC is a brand that allows landowners to distinguish their
wood products in the marketplace and often receiva premium price. Small woodland
owners in the Pacific Northwest can obtain FSC certification from Northwest Certified
Forestry as well as receive marketing assistance for their timber and the vakaglded
lumber produced from their forests.

Federal Consenation Cost-share Programs

The USDA Natural Resources Conservation Service manages sev@ral FOERA prédgtams
that provide financial assistance for wildlife habitat enhancement and timber stand
improvement activities. Through programs such athe Environmental Quality Incentives

Program and the Wildlife Habitat Incentives Prograth  OEA . 2#3 OOEAOAOOG
improving forestland for its ability to provide public benefits and services.

Carbon Offset Markets

As the significant role forests play in tle atmospheric carbon cycle becomes more and more
apparent, markets are emerging to pay forest owners for sequestering and maintaining
carbon in their forests. 4 EOT OCE DB OIT COAI QW QddthaEalaAdownercad' 6 O
be paidfor the additional carbon they store in their forest that isabove and beyond a
recognizedbaseline Typically this translates to growing older timber and/or redaining

higher volumes of timber during harvesting

Conservation Easements

A conservation easement is a legally binding agreement not to develop partall of a
property permanently or for a specifiedperiod of time. The property still belongs to the
landowner, butland-userestrictions are placed both on the current landowner ad on
subsequent landowners. In some cases conservation easements can provide incamx
benefitsto a landowner in exchange for the longterm conservation of the land

Other Opportunities

Other conservation programs and opportunities are discusseddta lesser degree in this
guidebook and include

OE ¢

T O#000AROG POI PAOOU OAP AAOECT AOETT OEOIT OCE

I Managing nontimber or specialty forest products
T OtherOAAT OU OO Arhark@shA OOE A A
1 Additional local, state and federal financial ad technical assistance programs



Refer toAppendix 1.ResourcesDirectory for details on these programs

Take a Systematic Approach

As a brestland owner or manageryou know that decisions forgood stewardshipcannot be
rushed. Your choices nowwill influence the character and productivity of your land for
decades and generations to come. Reaching your letegym objectivesrequires apatient,
systematic approach based on a thorough understanding gbur land and its natural
resources It alsorequires a sense oftrategy andtiming for making key decisionsand
actions.

Utilizing conservation-based market
opportunities, whether for certified wood
products or ecosystem services, presents a
number of new andpossibly unfamiliar
options which you will want to consider
thoroughly before making any decisions.
Fortunately, new forest management options
rely on the same foundatiors of information
and planningwhich most landowners are
already familiar with :

1. A detailed assessment and/or inventory
of the forest, its resources andhe
potential goods and services it can provide

2. Aforest stewardship plan which guides management actions over time to achiewe
I AT AT xgbaks @il Objectivedor their land

Inventory and planning procesgs cancarry certain costsfor the landowner, which tend to
increase as the complexity of the project and size of the property grow¥.ou shouldfactor
these costs into the expected return on investmerfor each management actionyhether it
is a financial or envirormental return, and havethe necessarycapital to investat the
outset. This guide offers a stepvise approach which encouragetandowners to build one
decision or action upon the next, and to combine steps axhieve multiple objectives
efficiently.



Step 1:Learn and Explore Your Options

Landowner Workshops

While this guide is a valuable resource on its own, landowners will get the greatest value
from it when used in conjunction with three workshops offered by Northwest Certified

Forestry. Theseaare:

Offered by Northwest Certified Forestry*

Landowner Workshops

Conservation Options for
Small Woodlands

Y-day seminar introduces
landowners to voluntary
strategies and mechanisms
to protect forestland for
future generations while
reducing costs and
generating income

Diversifying Income
Opportunities on Small
Woodlands

1-day seminar introduces
strategies and tools for
maximizing economic
potential of conservation
based forest management

Conservation Programs
for Small Woodland
Owners: A Coached
Plannin g Workshop

1-day workshop which
provides an in-depth
exploration of specific
strategies and tools tailored
O ET AEOEAOAI
management goals and plang

*Checkwww.nwcertified.org for a schedule of upcoming forest landowner workshops.

Seek out Additional Information and Resources

excellent resources and sources of information whickiou should exdore to help you
understand and evaluate theavailable options. Additional Resourcesare recommended at
the end of each section of thiguidebook. Also, Directory of Resources and Markats
included in Appendix 1 of this guidebook, which provides direct contact information,
websites, and other reference materialsLandowners can also contact Northwest Certified
Forestry directly for up-to-date information on all technical, financial and educational

resources available to them.

Usethe Worksheets in this Guide

Two worksheets are providedwith this
guidebookto help youdevelopa
strategic plan for the long-term viability
of your forest. These worksheets will
help you balanceyour personaland
financial objectives with a conservation
basedapproach to forest managment.

These worksheets are:

1 Forest Stewardship Plary Pre-

planning Worksheet

1 ConservationMarkets Planning

Worksheet

Forest Management Plan Templates

NNRG has developed twiorest
management plan templateshelp
landowners develop a forest management
plan that meets FSC certification
requirements. NNRG also has a variety of
sample forest management plans that wers¢
deweloped by our members

These resources are available on our webj
at: www.nwcertified.org or by calling 360

379-9421.

A


http://www.nwcertified.org/
http://www.nwcertified.org/

Step 2: Create a Forest Stewardship Plan

Taking the time to create a forest stewardship plan is a first step to access many of the
programs and markets described in this guide. Each specificogram may have special
requirements which need to be included inyour management plan, but the basic content is
the same. Writing a plan will help you understand your forestland better, and help you
clarify your goals for the forest over time. It willalso help you decide what additional
investments you may need to make to acquire good inventory data or conduntermediate
management pracices such as precommercial thinning.

Get a good idea of all the programs and markets you may wantutlize so you can create a
plan that will serve allyour needs. You can

do a lot of.the Iegyvork yourself, and access Forest Stewardship Planning
free technical assistance to save money for Workbook

th_e in-depth inventory and analy_sis you The WSU Extension Forestry programas
will need in order to access particular developed an excellent guidebook that
markets and programs walks landowners through the entire

: process of developing a forest
These resources will help you get started, stewardship plan for their property. You

butin many cases you may need the can find the publication online at:
services of a qualified forester or resource

professional to help you complete your https://cru84.cahe.wsu.edu/ltemDetail.as
management plan and create the necessary yopyoductiD=13973

documentation.

Step 3: Orsite Consulting and Technical Assistance

A number ofprivate organizations and public agenciesprovide free -consultation and

technical assistance taural landowners. Someof theseorganizations and agencies

include:

Northwest Certified Forestry

Statelevel Departments of Natural Resourcesr Forestry

5 3 $ INat@al Resources Conservation Service

Conservation districts

State university forestry extension

programs

Localland trusts

Local conservation organizations

8. Private forestry consulting
companies

abrwnE

NOo

As part of the process of developing a
forest management planyou should
review all of these resources, the services
and programs they have taffer and
document whichresources are the best fit
for you. All of the organizations and

10
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agencies have websites and can provide
publications on their programs.
Additionally, many of theseorganizations
and agencies will provide a necost site
visit to help a landowner evaluate
conservation options for their land and
discuss specific programs in detail.

A Word about Legal Agreements
Some of the programs and markets
described here involve legal agreements
which may limit the type and/or intensity
of forest management activities.
Additionally, some legal agreements act ag
a longterm encumbrance on the title of a
property, and the obligation to abide by
the terms of the agreement cary forward
to future landowners. These terms can
last from a few years to 100 years or event
OET DPAOPAOOEOUGS 4
agreements are typically negotiated
Step 4 ConductForest Inventory and between the landowner and an
Documentation organization or agency, and therefore can
be designed to provde a landowner as
Beyond the basic inventory you conduct much flexibility as possible while still
for your forest stewardship plan,some protecting the underlying conservation
conservation programs mayrequire values of their land.
further inventory and documentation. For
example, a conservation easement may Entering such contracts creates an

For a list of the organizations and agencies
that provide assistance to small woodland
owners, please visit theResources
Directory in the Appendix1.

require an initial property survey and I AGET 60 T AAA &I O OA
inventory of conservation valuesthat understand the terms of the agreement,
creates a baseline against whicfuture and to negotiatefor the future options and

monitoring can be compared Additionally, desired flexibility. You will want to have
landowners are always advised t@onduct | any agreement reviewed by an attorney
a timber inventory, or cruise, prior to and/or tax planner to understand its
arranging a timber sale Selling carbon implications before signing.

offsetswill alsorequire a detailed
inventory of forest biomassin order to estimate saleable carbon volumes

The requirements ofany additional inventories should be clearly definedand understood
prior to entering any agreements Al the necessary protocols and toolsuch as software
should be provided by the brokering organization or an appropriate resource professional.
The costs of this research will in most casdse paid by the landowner, or out of the
proceeds of thesale of timber, carbonor other forest resource Be sure to clearly
understand the costs and requirements of any program before deciding to participate.

Step 5: Forest Ownership Business Plan
A forest dewardship plan should be accompanied by at least a badiasiness plan designed

to help you make thoughtful decisionsabout long term investments, cost/benefit analysis,
and periodic and annual caslilow needs and projections.A businessplan will define the

11



preferred and alternative approaches tdundling and sequencing conservatioprograms
in a manner that complementghe forest stewardship plan.

The Conservation Markets Planning Workshee pagel7 of this guidebook is a useful tool
for evaluating the financial aspects oflifferent conservation programs This worksheet can
be used to evaluate the financial valuesf@onservation programs in aggregate or by
themselves.

Asyou update yourforest stewardship plan with new information and document
management practices on your property, you should also update yobusiness plan with
new information, new conservation programs and the financial results of current forest
management activities.

Step6: Apply for Current Use Taxation

Every county government taxes land according to its dominant use, be it residential
development, farming forestry or another use. Youshould review the tax statement from
OEA #1 O1T OU 1| OOAOOI 06 0O 1 megEHESEnatdn thelcaddydhds O1
applied toyour property. If the land-use designation is residential, or soméesignation
that is incompatible with forestry, you may be payingmore taxesthan necessaryon your
property. After creating a forest stewardship plan,you can apply fora forestry related
current use tax designatiothrough your# I O1T OU | @¥fiodd Ozé €ndlied, property
taxes will beassessd according tothe value d the land's current use rather thanits
(nighest and best usé Current use taxation designations provide landowners a tax break
when their land use meets the criteria for farm/agicultural, timber land, open space,
and/or forest land. Tax savings are signi€ant and cansave a landowneras much a0
percentthe rate of a residential landuse designation for your land.

Current use taxation encourages landowners to keep acreage in forestry userkgucing
land valuesand their associated tax rate So ifa landowneris feeling the pressure of rising
property values and increasing taxes, but dd O IplanQo developtheir land for at least the
next ten years, applying for current use tax designatioe © AA OONEIT A O8 6

Step7: Bundlingand Sequencing€onservationPrograms

In traditional timber management, the timing of timber harvesting and other management
activities can be crucial factors influencing the quality, quantity and value of wood
products. The same goes for a conservation programsut there are even more factors to
consider depending on whichprograms andmarkets you are interested in.

31T A T £# OEA POT COAI O AT A 1 AOEAOCO AdQRDE OAA EI

reduce costs and increase income from multiple sources. This can be a very effective
strategy for generating income especially when traditional timber markets are depressed
or if a landowner isprimarily interested in the conservation values of ther land. However,

12
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enrolling in one conservation programmay preclude participation in other s depending on
the terms of the contractual agreementt-or example, selling carboroffsetswill limit the
amount of timber that canbe harvested for up to 100 years.

Through careful sequencingyou may be able tabundle multiple conservation programs so
they do not conflict with each other and provide optimal value. For examplgou could sell
carbon offsets fromyour land while you still have full managementcontrol of your timber,
then grant a conservation easement that mtects your forest in perpetuity after the termof
the carbon contract have ended.

This approach tobundling and sequencing will be further discussed in thbreakout boxes
in subsequent chaters.

13



Forest Stewardship Pre -Planning Worksheet

This worksheet is intended to helplandowners begin developinga forest stewardship plan. It can be used in conjunction with
Financing Stewardship Forestry workshops by NCF. Please take aboutrBhutes to give brief 1-2 line answers prior to
attending an NCF workshop. If you own more than one parcel, you can complete one worksheet per parcel.

Landowner Name: Name of
Property:
Physical Address: Parcel #:

General Property Description

Current Use Tax

Designation: Primary Tree Species

#Acres Non-Forest:

Total Acres:

#Acres Forest:

Describe Soils / Site
Index
Classifications:

Describe Significant
Water Features (e.g.
river, lake, wetland,
shoreline):

Describe Other
Ecological Features
(e.g. mature forest,
unique habitats,
etc)

Describe
Topography,
Elevation,Aspect

Describe Roads,
Culverts, Bridges;
and their condition

Describe Adjacent
Land Use, incl.
nearby Protected
Areas

Describe Wildlife
species you have:




Forest Management Values and Priorities:

Please use this section to describe your forest management values and goals. Check All that apply, make notes, and elainorat
the space provided.

What are Your most important Values and Goals regarding your Forest Land?

Please Describe your Financial Needs / Goals re: your Land:

Maximize Profit Sustaining Income NestEgg Saving Intergenerational Wealth / AssetBuilding

Please Describe your Natural Resource Production Values / Goals:

Timber Production Agricultural Production Non-Timber Forest Other
Products

Please Describe your Environmental Values / Goals:

Ecological Services Air/Water Quality Wildlife Habitat Carbon Sequestration

Please Describe youPersonal Values / Goals:

Recreation Beauty Community Spiritual

Conservation -Based Markets

Given your Property and Goals, please describe your interest in the ConservatiBased Markets and Programs outlined in this
Guide. Check all thaapply, make notes, and elaborate in the space provided:

FSC Certification and Markets:

Group Certification Value-added Marketing Other
through NCF manufacturing Assistance

Federal Conservation Cosshare Programs.Describe Management Restoration Projects you may have Considered:

Carbon Offset Markets.Why do you think a Carbon Credit Sale may be right for you?

Working Forest Conservation Easementst OA U7 O ET OAOAOOGAA EIT 8

Donating a Conservation Easement Selling a Conservation Easement Transfer of Development Rights
(possible tax benefits) (possible onetime payment)
NCF Use: |

15



Conservation Market Planning Worksheet

This worksheet is designed to help you perform a first assessment of the revenue and cost factors you need to consider as
you evaluate options and develop a businegsdan for your property. Use it to make notes and preliminary calculations baseqg
on your forest resourcesand your land management goals and value¥.ou may use one sheet per parcel.

Landowner Name: Name of
Property:
Physical Address: Parcel #:

Property Characteristics

#Acres Forest:

Timber -Total
volume:

Carbon z total volume

#Acres Non-Forest:

Timber z annual
harvest:

Carbon z
volume/acre

Timber z annual

Carbon z acres in set-

Total Acres: growth: asides:
Descriptive Notes:
Ownership Costs:
Property Mortgage: $ | year [ Insurance: [ $ | year
Property Taxes: $ / year |
Timber Management Costs / Revenues
FSC Certification: $ | year Tree Planting: $
NCF Renewal $ |/ year Noxious Weeds: $
Timber Cruise: $ Road Maintenance: $
Consulting Forester: $ Mowing / Brushing: $
Management Plan: $ Logging Costs: $ / mbf
Timber Harvest #1: 20__
Harvest Type: FSC Market Non-FSC Market
Scope: # acres Log Sale Price $ /mbf $ /mbf
Volume: # bf / acre Log Sale Revenue: $ $
Total Volume: # mbf Lumber Sale Price $ /mbf $ /mbf
Logging Costs: $ Lbr Sale Revenue: $ $
Management Cost-Share Grant Costs / Revenues
Management Practice Stand # Acres Or Units of $ Unit Cost Total Planned $ Landowner $
Production Amount Cost-Share
1.
2.
3.
4.
5.
Conservation Easement Costs / Revenues

Estimated Preparation Costs: Sale of a Conservation Easement
Appraisal: $ Full Market Value: $
Tax / Legal Counsel: $ Value Dev. Rights: $
Stewardship $: $ Easement Sale: $

Carbon Sale Costs / Revenues
Biomass Inventory: $ Total Volume : # tons / acre
Legal Review: $ Insurance pool (e.g. # tons / acre
20% total volume):

Broker fee (e.g. 7% of $ Net tons: # t®hacre
sale price):
Total Costs: $ Market Price: $ /ton
Insurance pool: (e.g. $ Total Sale Price: $

20% of sale):

16



Section Illl: ConservatiecBased Marketsand Programs

This section providesdetailed information on the four following conservation-based
programs and markets:

FSC Certification and Markets

Federal Conservation Cosshare Program
Carbon offset markets

Conservation Easements

hronE

1. FSC Certification and Markets
Forest Stewardship Council (FSC)
certification is a market-based, voluntary
system thatrecognizeswood products
that come from wellmanaged forests.
Similar to organic certification for farmers,
FSCcertification provides consumers a
way to support sustainableforestry
practices with their purchasing decisions.
In recent years FSC marketsiithe Pacific
Northwest have grown considerably, with
dozens of Northwest retailers now
carrying FSC products.

As consumer recognition of the FSC brand R\:
continues to grow, itsibeginning to translate L
into amarketplace that forest owners can usc
to distinguish their forest productduch as
organic certified foods command a premium
in the marketplace, and small famiyvned farms are distinguishing themselves as suppliers of
organic produce, so are FSC d#t forest products beginning to command a price premium

and small woodland owners can use the FSC brand to distinguish their products in an otherwise
highly anonymous wood products

marketplace. List of FSC Certified Wood Products
Companies

Price premiums for FSC wood products arsg

mills, retailers, wholesalers, and

1. Proximity to an FSC certified mill or | Sécondary manufaturers in the U.S. can
log buyer be found online at:
2. The |l andowner 0s http://www.fscus.org/certified_companie

the FSC brand in their favor sl



http://www.fscus.org/certified_companies/
http://www.fscus.org/certified_companies/

FSC Log Markes

Some FSC certified mills state a flat, per
thousand board foot premium for FSC logs
(e.g. $25 $90/mbf) over norcertified logs.
OtherFSC certified millswill not overtly
stak a premiumbut havea
preferencedo for FSC
certified logs. Even this slight edge can
make a difference in a down timber market

Apur chg-

FSC Certified Mills in the NW

For a list of FSC certified mills and log
buyers in the Northwest,please visit

| OOExAOO #AOOEAEEAA

http://nnrg.ora/wood -products/fsc-log-
sales

when mils become increasingly particular

about the logs they purchas€éhese mills may require a minimum volume (e.g. 100 mbf or

more) before they will be willing to negoteaa

premium for FSC logs. ybu arenot

experienced at selling logs,ntay be in youbest interest to work with a consulting forester who

understands log markets and log marketing in order to negdteteest price possible for your

logs.

FSC Lumber Markes

For landowners who have their own mill and/or secondary manufacturing equipment, a much
broader range of opportunities exist for using FSC certification and the FSC brand in their favor.
As statel above, consumers are becoming much more environmentally conscious and willing to

put their money where their environmental ethics are. This is creating a niche market that

provides landowners with the opportunity to

make direct sales to home owners, buide
and craftsmen. Generally speaking, FSC
certified retail lumber yards charge
approximately a 15% premium for FSC
certified wood products over conventional,
noncertified wood products. This provides
general price point that landowners can
expect fortheir valueadded lumber products

Green Building Markets

A large part of thelemand for FSC wood
productsisduée o t he constr
increasing adherence &variety of state and
national green building certification systemg
which give builders credit fothe use of FSC
certifiedwoodproducts Greenbuildersare
oftenwill ing to pay more for FS&ertified
wood thamon-certified wood either to earn
credit towards the certification of their
building, or to meet the requests of the
homeowner or client.

It is important to realize that FSC premiums
can vary widely and are subject to a variety

FSC Certification: Pros and Cons
Pros:
- Premium prices for certified wood
products
- Access to markets not available
A otherwise
- Long-term higher volume, better quality
timber
- Required management plan satisfies
other conservation program
requirements .
U_\arke®idy arld h&hdscturing ipbort
available through
- Improved wildlife habitat, aesthetics, etc.
Cons:
- Requires more retention than state
forest management regulations
- Higher monitoring and reporting
requirements than state forest
management regulations
- May not be compatible wit intensive
management (i.e. everage, short

2 rotation)

factors, irtluding species, grade, market
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availability, etc. It is often useful to compare FSC and #&8C pricewith two or mordog or
lumberpurchasergrior tomakinga sale.Somelandownershoose tasell to both FSC andont
FSCmarketsn order to target the highest value market for their wood products.

Becoming FSC Certified

Todaythe process of becoming FSC
certified is more accessible than evefor
small woodland owners O' O1 OB

A A O O E £EodyranisFslch as Nerthwest
Certified Forestry, arestreamlining the
certification process and damatically
reducing costs for landowners
Additionally, group certifiers frequently
provide a wide range of additional forest
management services as part of a
membership program, thereby increasing
the value of participation in these
programs.

FSC certification for forest owners is based
on a series of 10 Principles and 57 Criteria
that qualify good forest stewardship under
the FSC brand. Landowners much abidwsy
these standards in order to qualify for FSC
certification, and can expect a periodic
audit of their forest management

Group Certification through Northwest
Certified Forestry

If you are a small woodland owner in the
Pacific Northwest who is interested in
becoming FSC certified, Northwest
Certified Forestry provides low-cost
certification services as part of its
membership program. The initial fees for
Certified Membership in Northwest
Certified Forestry are:

1. <100 acres: $230*

2. 101z 200 acres: $330*

3. 200+ acres: negotiated

*Annual renewal fees are reduced for landowners
in years when no significant management activities
take place.

To learn more about FSC certificatiothrough
Northwest Certified Forestry, please visit our
website at: www.nwcertified.org .

operations by either the group certifier or a

third -party independent certified to confirm compliance with the FSC standardSome of

the requirements of FSC certification include:

1. Development of a comprehensive
forest management plan

Limiting clear cut sizes to under 40
acres

Retaining 10%- 30% pre-harvest
volume within clearcuts over 6
acres

Retaining mature trees within up to

200 feet of streams and other

2.

FSC Forest Management Standards

More information about FSC certification,
ET Al OAET ¢ A Ai bPU 1T A
management standards for the Pacific
Coast, can be found ofine at:
http://nnrg.org/nw_-certified-
forestry/About%20FSC%20Certification

sensitive aquatic sites
5.
6

Minimizing chemical use in the treatment of invasive species
. Monitoring forest management activities and changeto forest ecosystems

If you are interested in becoming FSC Certified, yalnould become familiar with the FSC

Standards, as well as the terms of any group

certification program This will help youfully
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understand the obligations and requirements oftiese programsprior to becoming
certified.

Multiplying Value through Manufacturing
For landowners with the capacity and
inclination, the benefits of FSC
certification can be multiplied by adding
value to ther timber through basic
processing such as miling and air-

drying, to custommanufacturing of high
value wood products such as flooring,
trim, moulding, furniture, etc. For
individual landowners this process can
be daunting. However,landowner
networks suchas Northwest Certified
Forestry are pioneering new strategies
for small-scale manufacturing and
marketing, which are helping

landowners increasethe value from
everylog.31 OOET ¢ 11 ¢cO AU OEAEO OEECEAOO

AT A A A Odxey@dltiing theOnost forvalue from timber. See thecasestudy on Wild
Thyme Farmlater in this publication for an example of one landowner that is obtaining
more value from his wood through custom manufacturing

Getto know the local markets
for your logs or lumber
products. With this
information, you can plan to
manage and grow trees for the
highest value markets, be they
log markets , such as veneer or
poles, or lumber markets such
asflooring, paneling and
moulding .
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HEALTHY FORESTS, HEALTHY COMMUNITIES

A HMORTHWEEST PARTHEREHIP
- 5

Sustainable Northwest Wood, Inc. & the
Healthy Forests, Healthy Communities Partnership

Two excellent resources for small wood products manufacturerare Sustainable

.1 OOExAOO80O0 (AAI OEU &1 OAOGOOh (AAI OEU #1
Sustainable Northwest Wood, Inc. a feprofit subsidiary of the (HFH@). The HFHCP is
a memtership-based network of small mills and wood products manufacturers that
specialize in locally produced and sustainably harvested wood products. The HFHCP
facilitates businessto-business networking amongst its members and provides
marketing assistancef®@ E OO | Al AAOOGSE xI T A POI AOADOOY

As a wholesaldumber yard east of Portland Oregon, Sustainable Northwest Wood
warehouses woodproducts from HFHCP members and supplies the materidab green
builders, retailers andconscientious consumershroughout the Northwest. HFHQP
helps small businesses build capacity and develops market connections ateimand for
wood products made with a commitment to environment and community.

Sustainable Northwest Woodstocks a wide range of products includingdimensional
lumber, interior and exterior finish lumber, and native hardwoods. Everything they
carry is from the Pacific Northwest and grown on forests managed either to the
standards of the FSC or as part of a stewardship program restoring native eco®yss.

To learn more about Sustainble Northwest Wood warehouse and the HFHCP, visit thei
website at: http://www.sustainablenorthwest.org/programs/forests/hfhc/
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Case Stdy #1:. Wild Thyme FarmOakville, WA

About 15 years ago, JohHenrikson realized he was
losing hundreds of thousands of dollars on his
forestland investment, simply due to a lack of
management. Johand his brothers Robert, Richard
and Jack ownWild Thyme Farm, a 1B-acre tree farm
near Oakville, Washington whereJohnlives and
works the forest and the land.Fifty acres of farm,
field and facilities complement 100 acres of mixed
conifer/hardwood forest with fir, cedar, alder and
maple timber.

After 15 years, John credits his ability to establish a
profitable niche-marketed wood products business to
his participation in FSCcertification through
Northwest Certified Forestry. Johralso is reducing
some of the annual management expenses of fisgm
through acurrent usetaxation program that
recognizes the dominant forestry use of his property,
as well asfederal cost-share grants for timber stand andwildlife habitat improvements.

O! x EEIT A HdéndoAffom Ndtthwiest Certified Forestrysuggested FSC waa growing

brandandai AOEAOET ¢ 1 ©biT 0001 EOU OEAO xA OET OI' A POO
nearly all of my business has come from people specifically looking for FSC wgudducts.

)y 060 T AAA All OEA AEZAZAZAOAT AA8o

John has a passiofor nature, and a knack for extraordinary wood products.He has

AT T AETAA EEO DPAOOEIT xEOE OOOOAET AAT A &I OAOOO
and hasbecome an innovatorin the small-scaletimber industry of Southwest Washington.

Hundreds d foresters, manufacturers and others involved in economic and workforce

development havetaken inspiration and lessondrom his example. As a pathfinder, John

AoAi pl EAZAEAO OEA 110061 1T &2 OEA . AOGEITTAI . AOxI1 OE
Way inOEA 71 1 Afadidpatesini E 1

NNFP NCFand the Northwest EcoBuilding
Guildz among other leading organizations.

After the big ice storm in 1996that
devastated approximately 25 acres of alder
dominated forest, John dedicated himself
to the practice of silviculture which he
knew was an art as much as a science. In
the process, he has built a valuadded FSC
certified wood products business that is
both profitable and beneficial to the




environment. Like otherlandowners, he has taken advantagef NRCS management cost
share funding and considered marketing his carbon credits.

John says timber land owners have twbasicoptions: 1) sell logs andaccept the low value
conventional mills provide, or2) get into the business of adding value ttheir logsby o

| AT OEAAOOOET ¢ AT A 1 AOEAOGET ¢C A TEAEA DPOi AOGAOS
says.

A couple years ago, #h the assistance of Northwest Certified ForestryJohn had his imber

cruised. If he were to clear cut his entire foresttoday he estimates hecould grossup to

$1,000,000for his timber excludinglogging costs8 and thenwait 25-40 years to do it again.
Alternatively, by turning his treesinto finished lumber products before they leave the

property, and sellinginto the FSQmarketplace, John estimates his forest cagenerate

approximately $150,000 per yearby harvesting only a small fraction of his standingtimber.

This approach also maintains a mature forestthatiol h EEO AOI OEAOO AT A OE
community can enjoy. Over the same 2540 year timeframe he would otherwise be

waiting before clear-cutting again, John could earbetween $3,750,000- $6,000,000.

On his 100 acref forestland, John
measures about 100,00 board feet of
annual growth each year.In order to
ensure a sustained yield of timber into the
future, as well as to protect the .
conservation values of his forest, John has
set a maximum annual harvest rate of
50,000 board feet (bf) per year If he were
to simply selllogsto conventional mills in
the area, he would receive approximately
$0.30- $0.50/bf ($300 - $500/mbf) ,or a
grossof between$15,000- $25,000/year,
which does not include logging costs that
can account for up to 50% of the total
value of his logs Instead, John does the logging, primary milling, storing and drying,
secondary processingand marketing himself. His average sale price for finished lumber is
$3.00 bf, thereby earning him a gross of up to $150,000 per year

OWEOEOA xEITETC Al A ASkd1Atin@d theAdlue Eubof thelwbdd U1 O AA
OEAT A1 O 11T¢cO AilTTAd *TET OAUOS 0" OO0 110 1Al
to get close.

O) T EEA O OOA xEAO ) A Akdboutitie Ausinesstpopositiod. AAT  OI
On average| am aiming to charge$3.00/bf for my lumber. This $3.00gets divided up in

$0.50 chunks: $0.50 to théandowner as stumpage for the log$0.50 to the logger, $0.50 to

the primary miller, $0.50 to thefacility (e.g. warehouse rental) $0.50 to the secondary

DOl AAGOT oh AT A Am8umn O OAIT A0 AT A 1 AOEAOET ¢80
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The ownership scenario presented below is based on1 E 1 8 Omodet f@r illastration
purposes, and assumes highethan-average cost of gooslfor a conservative comparison
In real life, John works hard to cueach of the aboveoststo less than$0.30/bf; however,
somesteps in the manufacturing processre lessand some aremore than $0.50bf . His
actual records forthe last three yearsshow Johnreceivedan averageof $2.58bf for his
rough and finished lumber. Therefore,instead of an esimated $300/m bf gross value for
simply selling logs to local mills his gross profit wason average$2,580/mbf through value-
added manufacturing

It is also important to note that much of
the @ostd 1 E O O drdactdallyipaivlA
to Johnfor doing most ofthe work
himself (e.g. logging, secondary
processing and facility rental) Over time
this builds the value of his physical
business assets (e.dacility and
equipment purchases get paid off in 85 -
years) as well aghe quantity and quality
of his forest asset due tdarvestingless ' ==
volume than his forest grows. V

ThisOAAT AOET EI 1 O6O0OAOAO *TEIT 60 OAEA

home lesson about theotential valuesof

asmall-scale lumber manufacturing business O4EA 11 0A OO6APO Ul O AAT
more of thevalue of your timber comes to you, which gives you the time to take care of the

forest and work with wood. The rewards of doing it myself go way beyond the scess of

my business, though.Helping to create the healthiest and most diverse forest possihle

while producing the highest quality lumber, is the best way that | can honor the landl

have the job of my dream8 0

O) £ Uil O80A xEI T ETC ATA
you can get 5-10 times the value out of the wood
OEAT A O 11 cO All1As8 )
Al T OA O OEAOS8S®
- John Henrickson, Owner

Wild Thyme Farm



Table 1.1 O 2 AAT O 10OMdership Scenario #1: FSC-certified forest with value -
added manufacturing and marketing of wood products.

Based on Wild Thyme Farm actual experience, araparison of hypothetical intensive sustained yield timber
harvest, Wild Thyme 100% FS®alue-added, and Hypothetical FSC / partial Valu&dded scenarios

100 acre tree Intensive Wild Thyme Landowner X:
farm, 40 year Sustained Farm*: Full FSC + partial
age class Yield FSC/ VA 6 Al OA 1 A
Management
Revenue Comparison
5-year harvestcycle | 500,000 bf 300,000 bf 300,000 bf
@ price / bf $0.50 / bf $2.50 / bf $2.50 / bf
5-year Revenue $250,000 $750,000 $750,000
Expense Comparison
Logging $100,000 $50,000 $50,000
Milling - $150,000 $150,000
Drying / Storage - $150,000 $75,000
Transport - - $50,000
Finish Processing | - $150,000 $150,000
Sales and Marketing| - $50,000 $150,000
Comparison of Gross Profit
Gross Profit $150,000 $200,000 $125.000
Gross $0.30 $0.80 $0.50
Profit/ScribnerBF

Assumptions

Theintensive, sustained yield scenario assumes a forest landowner does nothing and harvests 100% of

annual growth on a 5year harvest cycle, which he sells to the commodity log market at $0.50 / bf.
Logging costs for the 25 acre clearcuts (25 acres x 20,060= 500k bf) run about $0.20 / bf.No other
AT 600 AOA AT O1 OAA ACAET OO0 OEA 1 AT AT x1T AO6O ETAI

At Wild Thyme Farm, John does his own logging ($.20/bf includes equipment maintenance and log transpo

from the woods), leases a mobile mill (with operator @0.50/bf), air-dries on site in a facility built with a
construction loan (costs about $0.50/bf), and owns his own secondary processing and warehousing
capacityz paying only labor (~$0.50/bf). Sales and marketing expensezwhich he does himself with
help from NCF and local FSC retailerosts another ~$0.15/bf). By sorting and processing every log for
EOO OEECEAOO AT A AAOGO OOA6h EA ETAOAAOAG EEO O
the logs were sold to a mill.So, even thou he harvests only 50% of annual growth (compared to 100%
in the intensive scenario) he still can sell 300,000 bf over 5 years compared to 500,000 bf.

Landowner X is a hypothetical landowner who wants to start on a conservatiebased, valueadded wood

products program, and decides to conduct his own logging ($0.30/bf includes equipment purchase &
maintenance + log transport). He too will lease a mobile mill ($0.50/bf), and use a portion of income to
pay for his own storage / drying facility ($0.50/bf)). He uses his own flatbed truck to transport lumber to
a finish processor ($0.20/bf). Finally the finished products are sold through Sustainable Northwest
Woods warehouse in Portland ($0.50/bf cost) and other FSC distributors.

i As
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Case Study #2Shady Grove Orchards, Onalaska, WA

Omroa Bhagwandin and his wife Annie own
65 acres of third growth forestlamal Lewis
County. Their landrepresents some of the
best timber growing ground in Washington
Statedue to high productivity soils and
abundantainfall. The land has a fishearing
streamand is rich with a diversity of native
trees and shrubs. The majority of their fores,
about 40 acres, was comprised of dense sta
of 30 year old alder interspersed with
individual conifers and big leaf mapl The
forestds composition
high-grading where the highest value timber
typically Dougfir and cedar, was cut from the

forest in large clear cuts and the harvest units never replanted. In this area of the state, soils
exposed by Igging equipment typically regenerate into thickets of alder, vine maple and

thi mbleberry. Until a year ago the Bhagwan
beginning to fall over and was preventing other native conifers from regeneraitghade.

ast

Omr oa a n dbnghenmmgoads dos thie land are to pass on to their children a healthy forest
that can support sustainable timber haimgsind food security through agriculture anchting.

So they decidetb get serious about getting the land back on a productive trajectory through a
rehabilitation harvedhat involved both selective thinning and large patch cuts across most of his
forest Theyjoined Northwest Certified Forestand began to get connedtwithprofessional
forestry contractors, specialty FSC markets, f@aeral cosshare programsBy combining
theseresourcesOmroa and Annie rectm completed dimber harvest that generated revenue

for them as well apaid to decommission an old dhabuild a new road and rege two culverts,
regrade 1500 feetf driveway, clear a shop site and plant 9,100 yaewgllings They also got

20 cords of firewood out of the deal.

That was something, since three poes
logging contractors said they wid lose
money logging the dense alder and their on
option was to clear cut and start ov&ut

with the help of the NCF Preferred Provider
net work, the Bhagwa
with John Zapel and Westek Forest, Ltd., a
full-serve forestry contcaor that operates a
Swe di sttrlengtopmotessay and &
forwarder. Due to the high efficiency of the g
modern logging equipment, and its ability to &
manufacture a single tree into several
different log sorts, Omroa and Annere
able net $22,000 by nictmearketing their logs
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to several different markets.

Aln a thinning |ike we did, most | oggers wo
Omroarecallsh But John was | ooking up to decide wh
and making decisns based on his extensive silvicultural experiertée.also pent 6 hours
programming the cttib-lengthprocessor with information on sorts and markets, so the computer
could scan the logs, and tell him where to cut to maximize yield for revénti@dmole

different approach to loggirign ot j ust a skidder and a chai ng
The Bhagwandi ndés ha g/ 17
percenisawlogs and venedogs 12 inches in| 4
diameter and above, with the rest going to s 4
pup. The saw | ogs went
Lumber Mill just down the road in Onalaska;
Al exanderds i s one ¢

Omroads saw | ogs r eps
first FSC logs that Abeanderpurchased.
The FSC markets that Alexander is selling i
lumber to are profitable enough that the mill
is able to provide a $40590/mbf premium for FSC certified log©mroa receive
approximately$540/mbf from Alexander for his alder saw logdhe alder veneer logs were also

sold to an FSC log buyer, International Veneer Company, based in West Virginia. IVC
purchasedwo loadsof veneer foi$1,800/mbf more thartriple the price bthe saw logs.Omroa

also sold a small volume 6fi gur ed mapl e, getting $1, 400 fo
blocks for $25 each.

Omroafeels he has set his property up for ldagn sustained revenue generatiéBy taking
more of a conservaticepproach to timber management | am setting up my forest for multiple
thinning, wheresvery entry is a moneyaking entry. With the lightweightand lowimpact
equpment from Europe, it allows me tcommercially thirmy forest every 1415 yearswith
minimd soil disturbance 0

Realizing this potential required some significant management aetohisvestment® get the
forestback on a productive trajectory, Omroa also sought federakbas¢ assistance through

t he NRCSO6s E@rrdaapplieddrgandaaneived funding for activities such as:

clearing brush and prepping planting sites, planting trees, creating wildlife habitat components
such as brush piles and downed logs, and other treatnfefiith e pr ocess was r e
Omroa rememberdil went in and ifled out a tpage application. Ae folks at the Chehalis

NRCS office were extremely supportive and responsiley sent biologists out on two field

visits; we walked around and came up with a set of prescriptions which met my objémtives
wildlife diversity and forest productivity. Bundling the practices made the propusal

competitive 0
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The grant helps pay for management actions to acceleratgadh conditions on the property,
paying $75 / log to put large conifer logs on theekt floor to create habital.hey will also

create snags, replant the riparian area with native forages species, and hang bird boxes to attract
pileated wood peckerwood ducks and other native birds.custom seed mix for deer and elk

forage will bespread along the many dirt access roads.

A We s | a sadreevihe mapl&dalmonberry thicket overtopped by bigleaf maple, and

replanted with native coniferde 6 | | go back t o -gpeoetipgsotheemewmapl e

stand can get established. 0

Beyond their own goals, they have a bigger vision of a forested landscape with healthy wildlife
populations supported by a rural resodbesed economyTheir 65 acres is bordered by a 350
acre industrial ®e farm on the north and ea#d, acres of organiorchard and forestland on the
west property line, and another forested homestead to the Sthealentire eastern boundary is

cut up into 510 acre lots.All together this 50eacre green belt supports cougar, lynx, bear,
coyotes, deer and elk that rumdabgh their hills, with resident cutthroat trout in the stream on the

property.

Yet with historic shift in ownership away from commercial timberland, their little tree farm
wonot hold off growi ng AsavoererdDpNRmanagevipused s ur e
creative funding strategies to keep forests in working timber and habitat conservation, Omroa has
formed a small noprofit that is exploring buying timberlands to manage under a conservation
forest model.He is convinced he can return-1@% oninvestment using a combination of

working forest conservation easements, carbon credits, and specialty FSC and traditional
commodity wood markets on some of the most productive forestland in the world, right there in
his neighborhoodThey have an FS€ettified mill in town, and reasonable hauling distance to
other nearby markets.

The following table shows how Shady Grove combined FSC, specialty woo&#S®mand

commodity markets to create a reveimasitive timber sale, while improving productivity,

timber access and many factors crucial to restoring a healthy habitat for native species including
rare and endangered species.
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Table 2.1 Shady Grove
Rehabilitation/Restoration Timber Sale

Timber Sale Revenues:

Sale Item Net Board Feet Sold Gross Revenue
FSC Alder and Maple Sawlogs | 44.4 mbf @ $540 /mbf 24,000

FSC Alder Veneer 7090 BdFt @ $1,800 mbf 12,654
Non-FSC Alder Sawlogs 74.83 Mbf @525/Mbf 39,286
Specialty Maple logs 720BdFt @ $1.986/ BdFt 1,430.00

Maple Instrument Blocks #8 @ $25/each 400.00
Non-FSC Pulp 1,061.57T @ $30/T 31,847
Revenue Totals: $109,617

Timber Sale Costs:

(includes road / culvert costs, reforestation, etc)

Description Total Cost
Silvicultural Contractor $38,788
Equipment Rental $12,243
Hauling $19,660
Supplies $6,722
Total Costs $77,413
Net Income to Landowner: | $23,587

The following table outlines practices funded underthe BACx AT AET 6 O0: 7() 0O

Table 2.2 Shady Grove NRCS WHIP grang 2011 - 2014

Practice # Unit Grant Total Grant
Amount

Down Woody Debris for Wildlife 26 logs $75 $1950

Habitat - place habitat logs

Reseeding with Native Grasses for | 1.7 acres $256 /ac $256

Wildlife Forage

Bird Nesting Boxes 11 boxes $37.50 $413

Native Planting 200 plugs $0.83 $166

Site-Preparation z hand / mechanical | 6 acres $187.50 $1,125

slashing

Tree Planting and Protectors 900 trees $1.73tree $2,675
$1.24/prot.

Postplanting weed control (2x) 900 trees $0.38 $684

Total NRCS Grant:| $7,754
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2. Federal Conservation Coshare Programs

The USDA Natural Resources Conservation
Service(NRCS)manages severafinancial
assistanceprograms that can helpsmall
woodland owners improve timber stands
and enhance wildlife habita. Although the
NRCS offes a variety of programs, this
guidebook will focus specifically orthe
Environmental Quality Incentives Program
(EQIP) and the Wildlife Habitat Incentives
Program (WHIP).

Both EQIP and WHIP are referred to as ]
OATGEA OA6 bDOT COAI O ANEE
governmentsharesin the cost of

implementing specific forest management

practices. A predetermined

reimbursement rate is set for each practice. More information on EQIP & WHIP

If & landowner can accompkh the For more information on EQIP, WHIP and
particular practice within the set other NRCS programs, as well as to find
reimbursement rate, the costshare contact information for your local NRCS
program can pay for 100% of the cost of | fig|q office, visit the WA NRCS website at:
the practice. If the cost of the practice http://www.wa.nrcs.usda.gov/programs/
exceeds the reimbursement rate, the index.html

landowner must pay the difference.

Eligibility
All private rural landownerscanAPBI1 U A O OEA . 2#380 Al 1 OAOOGAOQE
landowner must meet at least one of the following three ciéria in order to be eligible:
1. Have a forest management plan
2. Show investment in the property
within the past five years
3. Show income derived from the
property within the past five years

Program Priorities and Eligible Practices
WHIP focuses its funding exclusively on
wildlife habitat enhancement for
prioritized wildlife species and habitat gk
OUPAOS8 I AAT OA Elisitg, OO0t
QWHIP is a voluntary program for private % .
landowners to develop and improve high
quality habitat that supports wildlife



http://www.wa.nrcs.usda.gov/programs/index.html
http://www.wa.nrcs.usda.gov/programs/index.html

bl DOl AGETTO 1T &£ . ACGET T Al h 3ThANRKES pedodically felides AT A 1
its priority list for speues‘an‘d habitats and makes this information available on its website.
'TU EAAAOCAT T U 1 EOOAA OOEOAAOAT AA6 1T O OAT AAT CA

Some of the eligible practices under WHIP include, but are not limited to:
Planting trees & shrubs

Installing bird boxes

Creating snags, downed logs and wildlife habitat piles

Improving browse forage for elk and deer

Improving pollinator habitat

Riparian restoration

'TA 11 OA8

NoghrwbdpE

_EQIP pays for awde_ra_nge of _tlmber stand 7AOEEI COT 160 &i OAOI
improvement and wildlife habitat . .
enhancement practiceghat are based on Sl ClEEETE NS Il EUen A

P 7TAOGEET cOT 1680 A& 0OAOGO

national, state and locally identified natural - . . _
please visit their website at:

resource priorities. Accordingtothe | .y aresusda.aov/proarams/
L 2#380 xAAOE@@ﬁmEO|/g%ﬁﬂﬁﬁﬁﬁﬁﬁrﬁ—gj———
based on locally identified rtaral resource dib Y ’ '
needs consistent with national EQIP
priorities. Local Work Groups convened by the Conservation Districts provide advice to NRCS
about local priorities within their local area. With this advice, NRCS evaluates applications for

funding EQIPcb OOAAOO AT 1 OEOOAT &6 xEOE OEAOA 11T AAT h O¢

P

Some of the eligible practices under EQIP
include all of the aforementioned
practices under WHIP, but also:
Pre-commercial thinning

Pruning

Tree and shrub planting

Forest road improvements
Replacing fish barriers

Bundling and Sequencing:
Management cost share programs are
ideal for bundling with other programs,
and can be incorporated at any stage in
the process. Ideally they can be used to
conduct treatments that will enhance a
properties potential for other
conservation-based markets by improving
Funding for both EQIP and WHIRs the quality of trees to be sold for timber,
provided on a competitive basis, which |~ O E |A A OA A O E I, 9 R O E A - O
meansthat funding applications will be AABDEOAIl o xEEAE AAI
ranked according to their benefit to the to se_II a conservationeasement or carbon
priorities the NRCS has addressed for credits.
improving natural resources within the
state. Applications for fund ing are not
automatically accepted, nor is funding guaranteed to all landowners who apply. Each
program receives a limited pool of funding each year, and the highest ranking applications
are funded first. It is very important that a landowner understandd EA . 2#36 0 1T AOOOA
resource priorities before submitting a funding application in order to ensure that their
property and projects address those priorities.

arwnNE
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Case Study3: Albert Tree FarmOlympia, WA
They thought theyod |
course.

But after a few years, Donna and Leonard ¥
Albert realized that growing a natural, healthy & .
forest would also require a healthy dose of
nurtur e. iOur foregta
the health of théorest we should do some
thinning, harvesting and salvage harvesting.
we did some mini mal
Albert says.

W's tha

Then, the Albefs received a flier in the malil
and attended a workshop by Northwest
Certified Forestry (NCF) on income

oppot uni ties for small
was followed by becoming members of NCF,
who helped with our application for the EQIP
p r o g rDarmasays.

One of the first lessons the couple learned was that implementing the conservation practices
outinedint he st ewardship plan would take time and
work, o she says, #dAbut if owners can do some| o
go further. EQIP provided the funding to help us take the necessary stepéeto@mt our
pl an. o

Donnas ays navigating her way through the progyr al
curve with the requirements and the deadlinjes
says. Through t he p foegthianing, planteccsomel4 000 tréed s hija v
and shrubs, and have focused on developing wildlife habitat for species of concern.

Al think itdéds iIimportant, especially ndar urpa
ités i mportaas$ Wwelkl|l the wot dbufequality of || f.
i E v day we take the dogs and go walkingnd we can actually see through the woods. And |

look at those &bitat piles created witlvoody debrighat camdrom the thinning and wonder

what animal might be livingtheieand hope | 6 m bisayglaughing.han it i|s,

NRCSJef f Swotek says the Al bertdés, and other f
addi tional benef i ts eymtomnlypmovide wildliifethamabubhhealtyyh b or s .
forests also help control flooding by reducijin

For Donna and Leonard, their quest to maintain a healthy forest tsn@ib just themselves,
but to the future. AMy husband and | wil/l t
through a conservation easement or charitahb




Table3.1: EQIPLandowner ScenariozAlbert Tree Farm

Approximate
Planned Unit Planned Landowner
Project Name Project Description Year | Acres | amount Cost $$$ Share
Restoration & Management of Habitat Piles in driveway loop &
Rare or Declining Habitats east of house 2008 15 45 $90.00 $4,050.00 $1,012.50
Upland Wildlife Habitat
Management Site visit & Planning 2008 All 1| $500.00 $500.00 $125.00
Tree/Shrub Establishment Band-tailed Pigeon 2009 0.5 170 $2.07 $353.00 $88.25
Restoration & Management of
Rare or Declining Habitats Bird boxes 2009 15 30 | $45.00 | $1,350.00 $337.50
Restoration & Management of
Rare or Declining Habitats Habitat Piles throughout stand 2 2009 55.4 165 | $90.00 | $14,580.00 $3,645.00
Forest Stand Improvement Thinning throughout stand 2 2009 40 $100.00 | $4,000.00 $1,000.00
Pruning conifers across entire
Tree/Shrub Pruning property 2009 5 $75.00 $375.00 $93.75
Patch cuts along skid road and
Tree/Shrub Site Preparation thinning driveway, etc 2009 20.4 $225.00 | $4,590.00 $1,147.50
Conifers @ 300 tpa in patch cuts,
Tree/Shrub Establishment skid trail, etc 2009 20.4 6,120 $1.48 | $9,107.00 $2,276.75
Tree/Shrub Establishment Tree protectors 2009 60.4 10,120 $0.90 | $9,108.00 $2,277.00
Tree/Shrub Establishment Shrubs @ 100 tpa 2009 20.4 2040 $2.07 $4,236.00 $1,059.00
Conifers @ 100 tpa throughout
Tree/Shrub Establishment stand 2009 40 4000 $1.48 | $5,952.00 $1,488.00
Early Successional Habitat
Development Seeding skid road 2010 0.5 $521.25 $261.00 $65.25
Brush control in driveway loop &
Pest Management east of house 2010 5 2000 $0.50 | $1,000.00 $250.00
Restoration & Management of
Rare or Declining Habitats Bird boxes throughout stand 2 2011 55.4 110 $45.00 $4,950.00 $1,237.50
Brush control in patch cuts, skid
Pest Management trail etc 2011 60.4 9360 $0.50 | $4,680.00 $1,170.00
Access Road Fixing driveway 2012 1050 $1.08 | $1,890.00 $472.50
Brush control in patch cuts along
Pest Management skid road 2012 15.4 6160 $0.50 | $3,080.00 $770.00
Pest Management Brush control throughout stand 2 2013 40 1200 $0.50 $600.00 $150.00
Totals: $74,662.00 $18,665.50




3. Conservation Easements

A conservation easement is a tool which
landowners can use to keep their property intact
and in the family for generations to come.
Typically an easement extinguishes the
development rights on a parcel of land, and may
also restrict other ways in which the land is
managed depending on how the terms of the
easement are establishedl'he easement igranted

to alocal landtrust or public agency, which then
assumes responsibility for monitoring O E A
conservation values even if the property changes
hands in the future. The land stays in private
ownership, and the landowner can manage and
utilize the land in any manner that does not
conflict with the terms of the easement.

Many landowners are motivated to protect and

preserve their land regardles of

the financial implications because
of the peace and beauty they enjoy,
for the unique ecosystemsfound
there, or for its hunting, fishing and
recreational opportunities. They

i AU OEAOA O1 AEAO
water and air quality, and the
health ofour®1 AT AO6 @ Al
they may simplyfeel better

knowing the property will stay a
forest long afterthey are gore.
There is no wrong reason to
conserve land with an easement,
though not all lands are

appropriate for this tool.

Although some government
agencies provide limited term (e.g.
30 z 50 year) conservation
easements, in most caseshven you
donate a sell aconservation
easement youagree to
permanently restrict development
and other activities and protect the
1 AT A3 OOAIDIEOA OAI

I Al

Conservation Easements: Pros & Cons

Pros:

- Completely voluntary; landowner
decides what uses will be restricted /
allowed

- Conserves forestland for future
generations, wildlife, and value of
ecosystemservices

- May increase value of nearby real estate

- Can provide valuable income and estate
tax benefits

- Working Forest Conservation Easement
is compatible with timber harvest

- In some cases, you can be paid to grant
conservation easement on youftand

- Property can be sold with easement
terms passing to new owners

Cons:

- Permanently limits certain uses of
property for current and future owners

- High up-front costs include appraisal
and legal fees, stewardship donation

- Involves another paty (e.g. Land Trust)
in future land management decisions
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completely voluntary andcan be
quite flexible in allowing you to
retain your rights for certain
activities on certain parts of the
property as long as there is
significant public benefit being
created at the same time.

With a donated easement, the
income taxbenefit you could receive

Bundl ing and Sequencing
If a landowner intends to both sell carbon
from their land and place a conservation
easement on tke property, they should
consult with a land trust or other experts
before moving forward with either
transaction. Donating or selling a
conservation easement may extinguish the
ability to sell carbon in the future while
selling a significant part of a pro OO U &

carbon futures may limit a land trusts
ability to secure funding for payment of a
conservation easement.

comes in the form of a deduction for
a charitable contribution. This is
calculated as a portion of the
difference between fair market value
of your land before the easement,
and the reduced appraised value it
will have after theeasement is
recorded. If you have an income tax
burden to deduct against, the value of this contribution can be spread out over time,
in some cases up to 15 years

An easement does not necessarily result if
a reduction of assessed value and
property tax relief.

Easement values vary greatly; in general, the highest value will result from very
restrictive conservation easements on tracts of developable forest land under
intense development pressure. In some jurisdictions, placing an easement on your
property may also result in property tax savings (see Current Use Taxation above).
The tax benefits whch can be derived from such an easement depend on this value.
In some cases (not all) these benefits will be more valuable to you than the expense
of establishing the easement, which would result in a costaving which can improve
your bottom line.

Perhaps the most important benefit, a conservation easement can be essential for

passing your undeveloped forestland on to the next generation. By removing the

1 ATA8O0 AAOGAT T PI AT O biT OAT OEAI h @®@HA OA A QOERIOO C
value, which maylower or eliminate the potential estate tax. Whether the easement
is donated during life or by will, it can make a critical difference iyjour EAE OO 6
to keep the land intact.

AAEI EO

Working Forest Conservation Easement

A working forest conservation easerant is a variation ofan easementwhich allows

you to maintain management flexibilityx EE1 A A@OET COEOEEI ¢ OEA bPOI
development rights to construct residential or commercial buildings, roads and

other intensive uses. This can help maintain forestlands in productive use including

timber harvesting, while protecting the land from convesion due to rising property

values and development pressures.
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Most working forest easements requireyou to manage based on a forest
management plan which is to be submittedo, and approved by the organization
holding the easement (rather than includingspecific prescriptions in the easement
itself). While this does give another party a stake in your property, it need not limit
your range of management options if written properly.

The majority of the donationvalue of a - )
property typically rests in the development Ohe On|y thlng we

rights, not the timber rights. So you can A AT R A AT -
often receive 75 to 90 percent of theincome AAl1 00 Al E
tax deduction for donation of a working and start

forest easement as you can for a full

conservation easement. deStrOylng a bunch

of hillsides. All in
Establishing a conservation easement on . .
your land carries costs which are usually a"’ if I should die

borne by the landowner. These may rlude tomorrow | would

ADDOAEOAI Al A OA@ Al

and a stewardship donation used to monitor be very happy we

and maintain the easement in perpetuity. did exactly what we

Contact a land trust for an estimate of these O =

costs for your property. AEAB8O
Charlene Wynne

Selling a Conservation Easementon Your

Property

In certain circumstances, a conservation easement or development rights may be
sold to a land trust or public agency, providing a substantial oréme payment

equal to or less than the fair market value of the development potential being sold.
This canbe an effective solution to keep working lands in forestry when financial
pressures may lead to conversion of land to real estate development. There are two
primary ways this can occur:

Grant Funded Project

You may be able taget paid for a conservatio easement by working with a land
trust or public agencythat is willing to seek out grants or other charitable funds for
the project. The property must have characteristics which potential funders are
looking for, usually significant ecological featuresuch as endangered species
habitat, important wetlands or lands adjacent to other protected lands to act as a
buffer or wildlife corridor. This is a highly competitive process in which your
project will be ranked against other worthy projects, sometimes o a national basis.
Success usually requires a high level of collaboration and bury from public, private
and nonprofit partners interested in seeing your land conserved. Depending on
their priorities, the funders of such a project may require specifiprovisions in the
easement to protect certain values (i.e. there may be strings attached).
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Purchase of Development Rights

Some jurisdictions have established programs to purchase development rights

i 00%$26 DOI COAI 6 O1 Al 1 OAineAagmcdtird GpAOE O A
space or ecological services such as floodplain protection. The rights may be simply
extinguished or transferred to a nearby city or town to encourage higher density

and urban infill development and discourage suburban sprawl.

Like a donation, purchase Development Rights
Development

of an easement or rights
development rights can g
be structured as a riroesterery
Working Forest £y
Conservation Easement
although this may be
more difficult depending
on the interests of the
funding agencies. The ; ,
land trust or partnership RecaingArea
bUyS the devebpment Funding for resource land protection

rights, and potentially

some timber rights, but the landowner reserves the right to harvest forest products
according to mutually acceptable stewardship standards.

Working forest conservation easements may provide up to 40 %80 percent of the
full market value of a property in an upfront easement sale. In areas with higher
development pressures, the proportion may be higher.

Recent changes to théederal tax codemay allow for the eventual recuperation of
the full value of the land, not justhe rights granted in theeasement. Thus, this
route may provide a large source of income to landownerssgewww.lta.org for
more details on current tax implications of conservation easements

Lands with an easement an be sold just like any property, as is often done, with the
easement terms running with the land. Thusyou can be paid now for the
development value ofyour lands, and later sell it outright to a new owner who
understands they are buying a property whse potential uses are limited to
conservation or forestry.

Donating a Conservation Easement z A Gift to the Future

If you are one of those people for whom the financial implications of your forest are
less important than your conservation valuesand goals then you might want to
consider donating a conservation easementPreserving your land and its ecological
value through a conservation easement is a gift to future generations which offers
the deep satisfaction of knowing your property will remain intact as a natural
ecosystem in perpetuity. Unless you structure it as a working forest easement, you
will be forgoing future timber harvests, development opportunities and the ability

to sell carbon credits. On the other hand your land will remaia refuge for wildlife,

37


http://www.lta.org/

a source of clean water, and a carbestorage factory for the foreseeable future. As
mentioned before, there are cos involved, and potentialtax benefits. If this is your
choice, we applaud your generosity and vision for a connesxl, healthy landscape.
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Case Study4: Wynne FarmOlympia, WA

Tom Wynne got his start as a professional forester on a 1500 acre tree farm in the
Skookum Valley just northwest of Olympia, WA. He took over management of his

' OAT A EA GaErdit(26 f@m ip the 1950s, and has been working to restore and
manage it ever since. At 592 acres, the Wynne Farm is the largest private property
in the Kennedy Creek Valley.

41717 OAAAT T O OA iddwn; d&tinbdr Hadl beenstodgdd abdlbmaged.

Most of it was justbrush;UT O AT O1 AT60 CAO O1 OEA AAAE Al

forest plan for the upper part. We started getting roads into the different areas
where we needed them. We took the cattle off 120 acres, cleaned things up and it _

sz A s N

took about5yeA OO AA L OA EO OOAOOAA 111 EETC

That was just the first of many
restoration and timber
enhancement projects Tom has
completed over the years. He has
used NRCS management ceshare
grants, salmon enhancement grants,
and the generous pairicipation of
many partners and volunteers to
steadily improve the ecology and
timber on his property.

In 1997, Tom and his partners
replaced an undersized culvert to
restore the natural meander to Schnleder Creek WhICh ran

rough a channel dugin

1930s A OT 06 OEA A& 11 API AET 11 EEO A£AOI 8
OAT AT AAOOh OOEAU OOAEAA 100 OEA AAADA
AlTT ¢ OEA OOCAEAOR AAIT OO o AAAOC Al x1h

The project was funded throughthe
South Puget Sound Salmon
Enhancement Group, with State and
Federal Fish & Wildlife grants.
Afterward, he worked with the
Thurston Conservation District to
bring 3 busloads of school kids.
Together they planted hundreds of
riparian trees paid for by aWwHIP
cost-share grant from NRCS.

Then in 2005, the Salmon
Enhancement Group sponsored a
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bDOi EAAO &O01 AAA AU $.2860 &AIEI U &1 OAOO &EOE O
AAAAO bpOT AEATT OT AARO A OTAA 11 -As$iTAI A #QAR
(photos above). The objective of the mject was to allow fish passage and natural
sediment transport and restore the natural hydrology and riparian vegetation.

Meanwhile, he has used EQIP funds to
conduct pre-commercial thinning, pruning,
under-planting and other timber stand
enhancementsto increase the productivity
of his land. Unlike Donna Albert (see case
study #2 above) who paid cash to cover her .
share of project costs, Tom does a lot of the 4
work himself, and his equipment and labor S
are counted as match against the costhare
funds and he receives a net income out of
the project.

(A0 1 AAOTAA A 1170 AR
to keep ittoo clean, taking out the slash,
snags, brush and we were losing our
wildlife. So we stopped that and they came
back, now we want habitat trees and log '
jams in the streams. We also leave the tops and branches.

471 EO 110 A AEc Z£AT 1T &£ PI AT O O DOT AGAA AEI
best thing you can do is lop and scatterour soils are built on that organic matter

~ s AN L oA A -

and animals use thatstufA O EAAEOAO86

4EAT ET ¢mmyxyh OEA 7UT T AconServAtiord eAsrdeAttoA x 1 OEET| C
Capitd Land Trust, and now manages his farm on a #A@ear rotation in accordance

xEOE OEA OAOI O 1T &£/ OEA AAOAI A1 O8 4EAO 1 AATO
I £ AT i i AOCAEAT OEETTEI Ch AT A EOCOO ¢ AAOAO 71 U
ITCCAOO A 11706 61 CcAO ETh ) O0OU O1 cOl 6P o |UZ
471160 xEZA #EAOI AT A Agbl AET O OEAO Al OET OCE C
easement, theODAOI © AOA NOEOA 1 AT EAT O8 O7A OOGEI 1T |1 »

the right to build another agricultural building, and grow any product we want.

Capitol Land Trust Director Eric Erler says the Wynn® O1 T OET ¢C1 U | AT ACA | OF
property as a tree farm, caring equally for the animals and the environment. They
wait nearly % of a century between cuttings. This enables the property to function
as a healthy ecosystem, and the easement ensures the valley a@ns forever
undeveloped. Charlene and Tom have given a gift to the people, the wildlife and the
Z£OOOOA EAAI OE 1T &£ OEEO OACEITTh O1T1EEA AT UTTA
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4. Carbon Offset Markets

Carbon sequestratiorg the process
by which trees convert atmapheric
carbon to living biomass- is one of
i ATU OAAT OUOOGAI OAQOE
performed by healthy forests, in il
addition to providing flood control,
water quality, and biological
diversity. These natural functions
underpin the health and
productivity of the environment
and our natural resources.
Traditional economics assumed
that these services were free and
virtually inexhaustible. The
declining health of our forests,
environment and human beings has lllustration courtesy of: climatescience.gov.

revealed the hidden costs of

OT 1 EIi EOCAA OAOT @OAMA 0008 OUDDAWIGAT3 AOOEAAOe EO
approach to help account for those costs and create incentives for sustainable

management.

co, co,
Plant Respiration Photosynthesis

Organic
Matter
Transport
and Sediment
Trapping

Soil Organic Carbon el Soil Organic Carbon

Groundwater Transport

Climate change is a major issue driving development of the first market for

ecosystem services in the United Statgspaying landowners to grow and retain

OOAAO xEEAE OOANOAOOAOSG 10O AAOI OA AAOAT T [EOI
common and prominent greenhouse gas causing global warming.

Northwest Neutral

NNRGhas developed one of the R
first programs in the U.S. hat pays
small woodland owners for the ‘ eu

carbon sequestered in the forests.

Through NW Neutral NNRG brokers the sale of carbon offsets, in the form of metric

01106 1T &£ AAOAT T AET gEAAh O AOUAOO ET OAOAOOAA
This is a vountary market made up of buyers who include businesses, individuals,

conservation groups and other entities.

Through NW Neutral, landowners who choose to sell carbon offsets receive an-up
front payment for the carbon currently stored in their forest. Inexchange, the
landowner agrees to maintain that volume of carbon in their forest for up to 100
years. As their forest continues to grow, the landowner has the option to sell this
additional growth as either timber or carbon as part of a subsequent transsion.
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Eligibility

In order to be eligible for NW Neutral, a landowner must meet the two following

basic criteria:

1. Be an FSC certified member
of Northwest Certified
Forestry

2. Have a minimum of 20 acres
of well stocked 35+ year old
timber

If you are interested in
participating in NW Neutral, you
should first have a conversation
with an NNRG staff person to
confirm the eligibility of your land
and discuss the longterm
obligations of the program. If your
forest is deemed to be eligible, you

Bundl ing and Sequencing:
While a carbon sale will not preclude
timber harvests, it will limit how much a
landowner_can harvest, so it is a good idea
to determine timber harvest goals (or
desired flexibility) prior to entering a
carbon sale agreement. If a landowner
intends to donate or sell a conservation
easement, it may be necessary to complet
the carbon sale firg, since an easement
could restrict the ability to harvest timber,
and therefore restrict the volume of
saleable carbon.

must then hire a qualified independent consulting forester to conduct a biomass
inventory of your forest. A biomass inventory is similar to a timber cruis, but the

Al OAOOAO xEIT 1T AAOOOA Al1l OOAAO 1 OGAO oo

- not just the merchantable trees. A biomass inventory can cost between $20

$30/acre. You should consider
having the forester also conduct a
timber cruise at the same time as
the biomass inventory so the value
of your timber can be compared to
the value of your carbon. Having a
timber cruise conducted
simultaneously may incur an
additional cost.

NNRG will analyze your biomass
inventory and run the field data
through a carbon modeling program
that determines the gross metric
tons of carbon stored in the forest.
NNRG will also estimate the
additional carbon sequestration
potential of your forest over the
next 100 years. You will receive a
report detailin g how much carbon
you can sell, what the value of the
carbon is based on current market
prices, and the potential value of

Northwe st Neutral: Pros & Cons

Pros:

- Provides income to a landowner without
the need to harvest timber

- Long-term contract protects mature
forests much like a conservation
easement

- Landowner can still manage forest and
harvest timber

- Buy-out option preserves flexibility

Cons:

- Volatile market, prices may fluctuate

- Long-term contract obligates portion of
standing timber to conservation use

- Landowner must pay for the cost of a
biomass inventory prior to enrolling in
program

- Program not compatble with forests
less than 35 years old or for landowners
who intend to intensively harvest
timber.
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future sequestration. If you choose to sell carbon, NNRG will develop a carbon sales
contract that, in short, obligates you to mairain the volume of carbon you sell for a
minimum of 100 years once the sale has been completed.

You cannot receive credit for 100 percent of the carbon in your forest, but rather

ITTT U OEAO DI OOEIT x-BOOHAAGARAKRLDAB] £1 AA OOE IOA BB
of carbon that comprises the baseline for a forest is defined by both the timber that

a landowner cannot harvest according to state forest management laws, as well as

the average annual volume of carbon that a conventional industrial plantation

would maintain on a 40year harvest rotation. If you have a preexisting

conservation easement or dier legal encumbrance on your property that limits the

volume of timber you can harvest, you can only receive credit for the volume of

timber that you can harvest according to the easement. Additionally, NNRG will

deduct 20 percent of the net volume of @jible carbon and set it aside in an

OET OOOAT AA PiT106 OEAO OAOOAO AO A EAACA ACAE
forest due to natural disturbances such as fire, wind, ice and other potential losses.

Therefore, the net volume of carbon that remaindA £FOA O OEA OAAOAI ET Ad Al
volumes have been deducted represents the actual saleable volume of carbon within

a forest.

When you are prepared to sell carbon, and a carbon buyer has been identified by

NNRG, you can choose to sell as much or d@tdiof the saleable carbon as you

AET T OAs8 &1 O ET OOAT AAh E£& Ui O TAARAA O1T i1 A OE]
i AOEAOS AT A OAOA OI I A T &£ Ui 60 OAI AAAT A AAO
prices, you could sell 25 50 percent of your carbon talay, then sell the remaining

volume at a later date. Either way, you will receive a oAame payment for the

carbon you sell. All future carbon sales will require a rnventory of the forest

biomass and a new contract with NNRG.

C
|

Carbon Markets

Global carton markets are
generally categorized awvoluntary
or regulatory. In a voluntary
market, such as the U.S., carbon
transactions are conducted
businessto-business on a voluntary
basis with no requirement placed
on a carbon emitter to offset any
specific volume of their carbon. In a regulatory market, such as the EurageUnion,

A CiT OAOT T AT O AAMdDIOABBRAODONOOAAD OUPEAAT T U OAC(
of carbon that an emitter can emit, as well as how transactions are conducted

between emitters and carbon offset projects.

Track ing Carbon Prices
Landowners can keep track of current
carbon prices in both voluntary and
regulatory markets through the
Ecosystem Marketplace website at:
http://www.ecosystemmarketplace.com/

In voluntary markets, prices for ametric ton of carbon tend to vary widely much like
any commodity product. In regulatory markets, prices tend to remain more stable
as the supply and demand for carbon offsets is much more predictable. NNRG is
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currently selling carbon within the voluntary carbon marketplace of the U.S. At the
time of publication of this guidebook prices for carbon are in the range of $357 per
metric ton. If either the federal government or a regional initiative enacts a
regulatory cap-and-trade system, the price per matric ton of carbon is expected to

go up significantly as the demand for carbon offsets will, at least temporarily, exceed
the supply. Carbon markets are therefore worthwhile to watch. You should make a
decision as to either what price per metric ton iseasonable for you to consider
selling carbon offsets from your forest, or what the minimum total value is you

would need to receive for your carbon in order to encumber your forest under a 100
year contract.
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Case Study3 Bulis Forest Reserve Port Townsend, WA

Jefferson Land Trus{JLT)is a private, nor
profit, grass-roots organization with a mission
to preserve open space, working lands and
habitat. According to Erik Kingfisher* , 4 8 O
Stewardship ManagerNNRGplayed a key role
in getting theland trust to incorporate working
forest lands into their mission.

In addition to managing conservation
easements,JLTowns property outright,
including the 126-acre Bulis Forest Preserve, a
property donated by Janis Bulis in honor of her
late husband. The forests approximately 85
years old andcomprised of mature Douglas fir,
western red cedar, western hertock, red alder,
big-leaf maple.

The property includes a 100A A O Ato®@A E 6

zone, with the remaining 25acres managed for income to symrt long-term
stewardship. These 2%cres were recently the focus of an historic evergt* , 4 8 O
first-ever carbon sale. NNRG worked withJLTto inventory the forest stand and
determined that the 85 year old conifer dominated forest contained a total of4
metric tons of carbon per acre (1,600 tons within the entire stand). Given that no
streams, wetlands or other regulatory required buffer zones occurred within this
stand, only the average annual volume associated with a 40 year industrial rotation
(intEEO AAOA opx 1 AOOEA O1 10 T &£ #qQ xAO AAAOA
order to determine the carbon additionality within their forest. This left 1,283
metric tons of carbon available for sale.

Given that the saleable commodity is carbon dioxidéhe conversion from carbon to
carbon dioxide results in 4,704 metric tons of carbon dioxide available for sale. At
$20/metric ton (the going price at the time) JLT could have earned approximately
$94,000 by selling all of their available carbon. InsteadL. T chose to maintain
greater management flexibility with the timber in their forest, as well as wait to
watch future timber markets, and sold400 metric tons of carbonoffsetsthrough

. . 2 ' G&rtbwestiNeutral program for $20/ ton resulting in a total saleprice of
$8,000.
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carbon pool. You can setlarbon in lieu ofharvestable timber. As long as you
maintain the base amount of carbon agreed to in your contract, you can still harvest
some timber, just less than what you would without selling theffsets8 0
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