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Good Times, Bad Times, You Know We’ve Had Our Share

Unfortunately, 2022 ended with a slowing while hardwood sawtimber prices are mostly declining.
economy, dour forecasts, declining stumpage Unfortunately, hardwood is what really matters in the
prices, and lumber-adjusted housing starts well ~ North.
under 1.2 million (a benchmark for demand). Lumber use-adjusted housing starts were at 1.062
Other than that, we are just fine. The trees million units in November (see page 8), down from 1.408
are still growing, our land is not shrinking, and million units a year ago, which doesn't bode well for next
we still have one of the most robust markets year, reflecting rising interest rates, high housing prices,

By Marshall for trees in the world. But | think the next six .
Thomas, President (continued on page 7)
CfF&W Foreery  Months may not be a lot of fun.
Services, Inc. Our timber price graphs (pages 2 and
3) show most products flat to declining. Exciting Changes Coming Soon
However, Southern pine sawtimber prices are still higher
than they were before the pandemic and in the North, FRW Forestry is pleased to share some exciting news
softwood pulpwood and sawtimber prices are rising about the F&W Forestry Report. Beginning with the
Spring 2023 issue, we will introduce a new and improved
newsletter with an updated design and even more relevant
Southern Timber Prices content and information for our readers.
One of the primary changes will be the redesign of the
2022 FOURTH QUARTER PINE & HARDWOOD timber price graphs to better show timber product prices

STUMPAGE PRICE RANGE* (tons) in snapshots that make it easier to compare prices within

and between regions. We will also address other design
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Southern Timber Prices

TIMBER STUMPAGE PRICE AVERAGES ACROSS F&W'’S SOUTHERN REGION
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Northern Timber Prices

2022 FOURTH QUARTER STUMPAGE PRICE RANGE*
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RUMFORD, ME' $275-400 NA $325-450 $150-225 $4-7 $2-4
MONTPELIER, VT! $275-400 NA $325-500 $130-200 $3-6 $1-3
GLENS FALLS, NY'! $150-300 $300-500 $325-550 $40-250 $3-6 $3-10
HERKIMER, NY'! $200-400 $275-500 $375-650 $40-250 $5-10 $2-10
TUPPER LAKE, NY'! NA $250-350 $375-550 $100-250 $4-6 $2-4
CLARION, PA® $450-800 $350-750 $450-800 NA $2-7 $1-4
BLUEFIELD, WV ® $100-125 $100-125 $200-250 NA $2-3 $1-2
*All prices based on sales handled by or reported to F&W offices. If no sales occurred, prior quarter’s sales and other data are used to compile price range. Price ranges
are due to different locations, timber quality, logging conditions, type of harvest, and local market conditions. (D) = Doyle (1) = International (S) = Scribner

TIMBER STUMPAGE PRICE AVERAGES ACROSS F&W’S NORTHEAST REGION
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Forest Management Trends In The South

A new report provides interesting
insights into silvicultural trends across
the U.S. South in the decade following
the housing crash and Great Recession
and finds that intensive management
of timberland remains an attractive
investment.

Forestry analytics firm Forisk
Consulting has been conducting
biennial surveys of forest managers
and owners on common forest
management practices since 2012 and
has accumulated one of the largest
datasets of silviculture activities and
trends. The 2022 survey collected
costs and revenue data on nine major
topics, including site preparation and
regeneration, competition control,
fertilization, thinning and final harvests,
site index, property costs, inventory
management, forest certification,
and other forest-related products and
SErvices.

The Forisk survey began four years
after the 2008 housing bust and
Great Recession, during a time of
low sawtimber demand and prices.

It continued through the resurgence

in lumber demand that began during
the COVID-19 pandemic, which saw
unexpected demand for wood products
and lumber prices skyrocketing to all-
time highs.

Since the survey was first conducted,
the number of acres captured has
tripled to cover 24.6 million acres.
Survey participants have also increased
three-fold and include timberland
investment management organizations
(TIMOs) and investment managers,
forest industry and real estate
investment trusts (REITs), independent
owners, and forestry consultants. Most
participants own or manage more
than 10,000 acres of timberland in the
South, with non-industrial private forest
owners' lands reported by forestry
consultants, including F&W.

The survey divides the South into
four physiographic regions—Upland,
Piedmont, Upper Coastal Plain, and
Lower Coaster Plain— to distinguish
any potential geographic differences in

2022 SILVICULTURE SURVEY EXPENDITURE BY REGION
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management practices and benchmark
performance.

Following are some 2022 survey
highlights along with 10-year trends in
intensive forest management.

Regeneration

Over the last decade, the average
number of trees planted per acre (TPA)
has declined about 5 percent, from an
average of 593/acre in 2012 to 566/acre
in 2022. At the same time, seedling
survival has held steady, averaging
around 88.5 percent. \When the survey
began, second generation and “other”
types were the predominate seedlings
planted. But over time this has shifted,
with respondents in the 2022 survey
reporting planting around 90 percent
of their acres in second generation and
controlled mass-pollinated seedlings,
likely indicating that genetic gains are
becoming a more important factor in
forest regeneration.

Competition Control

The survey found a trend of
decreasing use of herbaceous control
on newly planted acres. In 2012, more
than 93 percent of the respondents
reported using herbaceous control
treatments but by 2022, usage fell to
less than 60 percent. Woody control
applications have remained consistent
ataround 1 percent since the survey
began measuring comparably for this

treatment in 2018.

Fertilization

More land managers are opting to
fertilize their forests. Back in 2012,
approximately 50 percent of the
respondents reported applying fertilizer
treatments. This dipped to less than 30
percent in 2018 before reaching a high
of 80 percent in 2022.

Thinning & Final Harvest

The average age for first thinning
in 2022 was 15 years, up from 14 in
2012, while second thinnings have
remained constant at around 21 years.
The age of final harvest has increased
over the survey cycle, rising by 4 years
since 2012 from 29 years to 33 years
in 2022. The survey noted that the
average age was higher than expected
given that intensive forest management
leads to shorter rotations. However,
Forisk attributes “later clearcut ages
with deferred harvesting by timberland
owners during and after the Great
Recession,” and that respondents have
consistently said over the life of the
survey that the managed age for newly
planted stands is a little more than 25
years.

Silviculture Expenditures

In total, forestry managers in
the South spent $8.38 per acre on
silviculture expenditures in 2022,

(continued on page 5)
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Interest In Nature-Based Carbon Solutions Surge, NCX Hits Snhags

Business net neutrality goals and
environmental, social, and governance
(ESG) policies have caused demand for
carbon commodities to explode, and
the market for nature-based carbon
solutions is booming. About $2 billion
in credits were sold in 2021, up from
$520 million in 2020, and sales are up
11 percent in the first three quarters
of 2022, according to the Wall Street
Journal.

The voluntary carbon offset market is
still very young and as it develops and
evolves, it is oftentimes confusing and
extremely complicated. So complicated,
in fact, that the Forest Landowners
Association put together a six-part
webinar series for landowners called
Forest Carbon University.

In simple terms, there are several
players involved in generating and
selling forest carbon offsets: a forest
landowner, a project developer, a third-
party auditor, a carbon offset program/
registry, and a credit broker or buyer.

New players continue to enter the
nature-based carbon business seeking to
provide forest landowners with access
to the voluntary market, with several
programs specifically designed to
reduce the high costs and administrative
burdens that present challenges for
participation by smaller landowners.
F&W has primarily been working
on behalf of its landowner clients
with Anew, Finite Carbon, Mercuria/
LandYield, and NCX.

The NCX program is unique in that it

is based on one-year harvest deferral
contracts and has no minimum acreage
requirement to enroll. NCX maintains
that one-year accounting provides more
flexibility for landowners and has the
potential to increase enrollment in
carbon offset programs. The company
uses proprietary remote-sensing
technology to determine standing
timber and harvest potential for each
participating forest. NCX held its first
enrollment cohort in the spring of 2021
and planned to offer enrollment cycles
every three months. Following the
completion of its inaugural program, the
company said it paid almost $2.5 million
to 119 landowners for sequestering
more than two million tonne-years of
carbon across 1.17 million acres of
forests.

But NCX has encountered hurdles
as It continues to develop its program.
Last June, Verra, the nonprofit which
operates the world’s most widely used
voluntary carbon crediting program,
declined to adopt the tonne-year
accounting used by NCX for its Verified
Carbon Standard (VCS) following
three months of public comment. The
organization indicated it could change its
decision in the future and NCX leaders
responded that they are committed to
moving the conversation forward with
Verra. Despite this setback, NCX said
tonne-year accounting “is already in
use by other verification bodies” and
they continue to promote the program
and enroll landowners, but participation
has dropped. (Meanwhile, Verra

has approved a carbon accounting
methodology for Improved Forest
Management, see page 7.)

Since the inaugural cycle in the
spring of 2021, participation in the
NCX program skyrocketed, rising to
577 landowners in the summer 2021
cycle and reaching a high-water mark
of 1,779 landowners in the winter 2022
cycle. However, landowner participation
slipped in the spring 2022 cycle, with
1,376 landowners enrolling. Following
the Verra announcement, enrollment in
the fall 2022 cohort fell to around 550
landowners, according to an analysis of
company news and enrollment posts.

NCX announced in November that
it laid off 40 percent of its team, citing
economic pressures and uncertainty. But
in a blog post, the company co-founders
added that increased scrutiny has
caused “concern and confusion about
what is ‘good’ that has now led to broad
cynicism about nature-based solutions
and the perception that it's safer for
companies to do nothing than to invest
innature.” They also acknowledged that
the company hasn't acted quickly enough
to expand its product offerings. They
pledged to be more attuned to market
feedback, test new product offerings,
and to honestly assess the resulting data
on what the market values. %

TO ACCESS THE FOREST CARBON LA
UNIVERSITY, GO TO: TINYURL.COM/YPX2PASH :

FOR MORE INFORMATION ABOUT TONNE-
YEAR ACCOUNTING, GO TO:
TINYURL.COM/4C7BHD3V

Forest Management Trends In The South (continued)

including site prep, seedlings and
planting, competition control, and
fertilization, up 3 percent from the
2020 survey. However, these average
costs vary by region and underscore
how forest investments need to match
local market conditions (see graph).
Across the regions, the majority of
these costs are associated with stand

establishment, with site prep averaging
30 percent, seedlings at 40 percent, and
competition control and fertilizer at 25
percent. The lower costs of the Upland
region are a reflection of the hardwood
forests that dominate the area, which
has less land under pine management
and therefore less acres receiving
intensive management activities. Site

prep techniques are more widely used,
and costlier, in the Lower Coastal Plain.

The report concludes “intensive
management of timberlands remains
an attractive and persistent investment
across investor types and physiographic
regions,” although forests and
management practices vary from region
to region. ¥
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2023 Kicks Off With A Divided Congress;
Economic Uncertainty Persists

As Washington turns the corner
on 2022, the twin concerns of
high inflation and recession cloud
predictions for the new year. The Biden
administration achieved a number of
policy wins in its second year with the
help of a narrowly dominant Democrat
Congress, especially in the areas of
climate change and mitigation despite
weathering a number of cliffhangers on
whether they were going to get there.
But where national policies head in
2023 will be greatly influenced by the
nation’s economic health, a newly split
Congress with narrow party majorities,
a conservative Supreme Court, and an
administration already looking towards
the 2024 elections.

President Biden's climate policy
successes in 2022 were a milestone in
terms of scope and reach. The Inflation
Recovery Act (IRA) passed by Congress
last August is the largest investment in
history to address climate change. It
provides for unprecedented amounts of
funding across the federal government
for conservation, renewable energy,
and biofuel programs to reduce or
capture carbon emissions. Coming
to the U.S. Department of Agriculture
over the next five years are billions of
dollars for existing programs such as
the Environmental Quality Incentives
Program (EQIP) and Conservation
Stewardship Programs. (The
Conservation Reserve Program did not
receive additional funds.) The IRA will

also send almost $1.5 billion to the
states through the U.S. Forest Service
for tree planting and related activities.

The 2022 midterm elections impact
how Washington operates over
the next two years. The end of the
Demacrat trifecta of holding both
houses of Congress and the presidency
transitions to a split Congress. The
new House Republican majority (222
to 212) entails new leadership and it
remains to be seen how effectively
they will work with the Senate and
the Biden administration. Almost no
one predicts the level of partisanship
will lessen with the 2024 elections
on the horizon. The Senate increased
its Democrat balance of power 51 to
49 and counts three independents to
caucus with them most of the time.

As the new Congress takes shape, a
legislative priority will be to reauthorize
the existing Farm Bill in 2023. The
Farm Bill remains a significant vehicle
for adopting and modifying agriculture
and forest policies and programs on
private lands and climate change is
expected to dominate on the natural
resource side of things. Hearings
began in 2022 but drafting a new bill
has not begun. The Senate Agriculture
Committee leadership is expected
to remain unchanged with Debbie
Stabenow (D-Mich.) as chair and John
Boozman (R-Ark.) as ranking member,
but the House will see a change. The
new House Agriculture Committee

Working Forests Education Campaign

A new campaign promoting the many
significant contributions that working
forests make to society has launched,
with a goal of increasing knowledge and
understanding of the U.S. forestry sector.

Created and supported by a broad
range of forestry companies and trade
associations, the Working Forests
Initiative (WFI), through a unified
voice, seeks to establish and advance
a common understanding of the broad

range of environmental, economic,

and societal benefits generated by
working forests, including the numerous
sustainable products made from wood
and the important role forests play in
clean water and as a natural climate
solution.

The five-year campaign launched
in the fall and employs data-driven

approaches to reach a targeted audience

of select public and private leaders,

chairman will be Glenn (G.T.) Thompson,
a Republican from Pennsylvania, and
the current chairman, David Scott (D-
Ga.), will transition to the committee’s
ranking Democrat. Notable is Congress’
only forester, Bruce Westerman

(R-Ark.), will chair the House Natural
Resources Committee beginning in
2023, which has jurisdiction over
federal forest lands and parks as well
as fisheries and wildlife. Threatened
and endangered species designations
often have a critical impact on how
private lands are managed.

The conservative Supreme Court
is expected to continue a path of
restraining the executive branch's
authority. In 2022, the Court limited the
U.S. Environmental Protection Agency's
(EPA) ability to regulate power plant
emissions related to climate change
(West Virginia vs. EPA). The Court heard
arguments in the fall of 2022 about
EPA' regulatory reach over “waters of
the U.S.,” also referred to as WOTUS,
under the Clean Water Act. Witha
decision expected to come down later
this year, followers of the Court believe
the justices will also rule conservatively
in what EPA can regulate.

Private forest landowners stand to
benefit greatly going forward from
national climate change policies and
programs, a newly authorized Farm
Bill, and less restrictive regulations
on private lands, particularly if the
economy proves to be resilient. ¥

policy makers, and influencers through
websites, online media outlets, and
directly to individual devices.

The first phase of the campaign
will focus on building awareness and
communicating sector contributions,
with an emphasis on stewardship,
sustainability, and the regenerative
nature of working forests.

For more information about WFI, visit
www.workingforestsinitiative.com. %
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A new methodology to help forest
projects verify their carbon credits
has been approved by the world's
leading carbon crediting organization.

Verra accepted the first-of-its-kind
carbon accounting methodology for
Improved Forest Management (IFIM),
designed to provide more measurable
proof of climate impact and solve
access challenges for small forest
landowners.

The methodology was developed by
the American Forest Foundation (AFF)
and The Nature Conservancy (TNC) to
be used for the organizations’ Family
Forest Carbon Program (FFCP). After
a rigorous multi-year evaluation
process, the methodology is now
officially accepted for use in the U.S.
and the world.

This is the first forestry
methodology verified by Verra
to use an innovative concept
called a dynamic baseline rather
than a projected baseline.

The methodology compares the
carbon sequestered on lands
enrolled in a carbon program
to a control group, or synthetic
composite, of highly similar
forests that are not enrolled in

and a threatening economic outlook.
Forecasts are for single-family unit
construction to continue to decline in
2023. Unfortunately, multi-family is
on the rise, which doesn't use as much
lumber.

Our rule of thumb is that the lumber
use-adjusted starts need to be above
1.2 million units in order for there
to be price pressure on sawtimber
stumpage prices. We got there for a
while, prices rose, and now that we
are below that benchmark, prices will
probably fall again. Especially with
fairly dry weather.

One bright spot is pellets—our
exports to Europe in October were

the program. By measuring the
difference between the forests over
time, the methodology isolates the
program as the key intervention that
can be credited with creating the
carbon benefit. This provides more
discernable proof of additionality. A
project has additionality only if the
carbon sequestration and storage
would not have occurred absent the
project.

The following activities can apply
under this methodology:

e Enrichment planting

e Release of natural regeneration
via management of competing
vegetation

e Stand irrigation and/or fertilization
e Reducing timber harvest levels

e Deferring harvest/extending
rotations or cutting cycles

e Designating reserves

e Altering fire severity via fuel load
treatments

The Family Forest Carbon Program
is uniquely designed to help owners
of forests as small as 30 acres
participate in carbon projects.
Traditionally, forest carbon projects
have been created on properties of

almost twice as high as a year ago,
likely driven by the war in Ukraine
and the loss of Russian and Ukrainian
pellets.

Random Links framing lumber
composite was down to pre-pandemic
levels ($420) in early December and
lumber futures are down to where they
were in the month before COVID-19.

Timber rotation lengths are longer
now than 10 years ago, and we are
planting better genetic stock than
a decade ago. See page 4 for an
article on trends in Southern forest
management. Two interesting news
articles on carbon—NCX is stumbling
on its way to being a viable provider

5,000 acres or more, with small forest
properties kept out of the market
because of high upfront costs and

the complexity of launching these
projects. AFF estimates that 61
percent of the climate mitigation
potential in U.S. forests lies with
smaller, family-owned properties.

FFCP, which requires a 20-
year commitment, is currently
enrolling landowners in Maryland,
Massachusetts, New York,
Pennsylvania, Vermont, and West
Virginia, with plans to expand
to additional regions this year.
The program will hold its first
measurement and verification cycle
using the new methodology in early
2023, leading to the first transfer
of verified carbon credits to buyers
thereafter.

Verra is a non-profit organization
that operates the world's leading
carbon crediting program, the
Verified Carbon Standard (VCS)
Program, as well as other programs in
environmental and social markets.

MORE INFORMATION ABOUT THE IFM 7
METHODOLOGY CAN BE FOUND AT: H
TINYURL.COM/3E4YTP2M

of carbon credits (page b), but the
American Forest Foundation and The
Nature Conservancy got a carbon
accounting protocol approved for their
Family Forest Carbon Program (page 7),
designed for small landowners in the
U.S. and the world.

If there is a recession this year, all
we can do is hope we get through it
and that the economy rebounds in the
latter part of the year and maybe next
winter we will have the combination
of demand and wet weather we
need to test the upper limits of our
stumpage prices post-COVID-19. We
still need more of our share of good
times.
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TIMBER MARKET INDICATORS
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