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consistently excellent quality. Programs
like these let us produce more timber
off the same land base, and that will
continue to increase our yield.”

A Large, Private Log Supply

With 2.4 million cubic metres of
long-run sustainable yield,
TimberWest already enjoys unparal-
leled access to private timber and its
many advantages. Nearly two thirds
of its logs now come from private
lands, whereas most B.C. companies
rely entirely on stumpage-bearing
Crown timber.

Erik Bentsen, Senior Vice President
Coast Logging, explains that logs
from private lands provide a major
cost advantage because they are [ree
from stumpage charges and the gov-
ernment’s costly regulatory processes.
Private timberlands also provide a
much higher degree of operational
flexibility than Crown tenures.

“Our private lands let us do what
other industries take for granted,”
says Bentsen. “They let us respond
quickly to market needs because we're
not constrained by the paperwork that
slows operations on Crown tenures.
We also have greater freedom to
match logs to individual customers —
both in B.C. and around the world.”

The freedom to sell logs to a full
range of customers proved critical in
1998’s tough market conditions.
TimberWest produces logs that fall
into three broad market categories:
domestic saw logs, pulp logs and
export logs. John Kelvin, the compa-
ny’s Manager, Log Trading says that
while prices in each of these markets
were depressed last year, there were
opportunities nonetheless. According
to Kelvin, ongoing demand for sec-
ond-growth Douglas fir delivered a
significant premium over
hemlock/balsam, particularly in
export markets.

OPTIMIZING “RETURN TO TREE”
Douglas Fir Prices by Sort (1998)

Old Growth

Pulp $44/m’
Utility $56/m’
Gang $74/m*
Standard $124/m?
Peeler $196/m’
Export $259/m*
Hi Grade $426/m’

Second Growth

Pulp $44/m?
Chip n" Saw  $47/m’
Gang $74/m’
Standard $90/m’
Peeler $99/m?
Export $157/m’

“Fully 45 per cent of TimberWest’s
total merchantable timber inventory
is made up of Douglas fir,” says
Kelvin. “We had both the right log
mix and the ability to take advantage
of those premiums.”

Kelvin adds that opportunities also
arose from the market trend towards
smaller log inventories.

“As log customers move to tighter
and tighter inventories to reduce
their working capital requirements,
they can run into problems when
inventories become too low. At that
point, customers will pay a premium
to the supplier that can help them
solve their inventory problems
quickly,” says Kelvin.

TimberWest has learned to be that
supplier.

Harvesting Operations

Responding to windows of opportunity
has meant adopting a new style of
operating — one that shares more in
common with modern manufacturing
facilities than with traditional logging
operations.

Says Manager Production Planning,
Rory Hill, “In essence, we’re applying
just-in-time market approaches into

our logging operations. This involves
keeping close tabs on what kind of
logs the market wants us to provide,
and having the means to go and
produce them very quickly.”
Information is the key. In recent
vears, TimberWest has compiled
extensive timber inventory and
harvest planning information onto its

computer systems. New 20-year plans

are providing an even clearer picture
of individual stand values and the
operating {lexibility related to each
one.

Kevin Kyle, Engineer

OPERATIONS REVIEW
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The Land Contervancy
of British Columbia

S 1LC

For immediate release: August 8, 2007

9,700-hectare land purchase protects future drinking water supply
for CRD residents, and adds to regional park system

Victoria (BC) — The Capital Regional District (CRD) is purchasing more than 9,700 hectares of land
from TimberWest Forest Corp. to protect the future of the region’s drinking water supply and to
substantially add to the region’s park system.

The agreement involves two separate parcels of land. The land for the water supply is located west
of the existing Sooke water supply lands. At 8,791 hectares, the Leech River watershed nearly
doubles the CRD’s water supply area. The second parcel, 932 hectares for new regional park land,
is located east of the Sooke Potholes Regional Park and is being purchased with support from The
Land Conservancy of British Columbia (TLC).

“This is one of the largest, most important land acquisitions in recent BC history. The addition of the
Leech River watershed, which can be connected to the CRD’s water supply reservoirs, is a prudent
strategic acquisition that secures and protects our future water source,” said Nils Jensen, Chair of
the CRD Regional Water Supply Commission. “While the Sooke Reservoir is expected to meet
regional water needs for at least the next 15 years, we have taken action that provides a legacy for
the future.”

“TimberWest is delighted that our former properties in the Leech River watershed will help preserve
the quality of life in the capital region,” said Paul McElligott, President and CEO, TimberWest Forest
Corp. “This land transaction is another example of our company’s commitment to work with our
neighbours in a socially responsible manner.”

“The new park land is a significant addition to the 7,400 hectares already dedicated to the Sea-to-
Sea Green Blue Belt, southern Vancouver Island’s ecological highway of protected, park wilderness
connecting Sooke Basin to Saanich Inlet ,” said John Ranns, Vice Chair of CRD Parks Committee.
“I would like to thank The Land Conservancy of British Columbia for their financial contribution to
this project and its ongoing commitment to help achieve the vision for the regional park system in
the capital region.”

“We are pleased to have played a role in adding to the Sea-to-Sea Green Blue Belt,” said Bill
Turner, Executive Director of The Land Conservancy of British Columbia. “Helping secure this land
is a source of great pride for all of us involved with TLC and builds on our past financial
contributions to the purchase of Sooke Potholes and land in the Sooke Hills for regional parks.”
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With this purchase the CRD will manage nearly 20,000 hectares of land dedicated to the protection
of the region’s water supply. The purchase also allows the CRD to avoid substantial future capital
costs of more than $150 million associated with the construction and operation of a new water
treatment facility.

The purchase of the land for regional parks will increase the total regional park area to nearly
11,400 hectares. This accounts for approximately 50 per cent of all the protected lands in the capital
region.

The transaction is valued at $64.7 million, of which $58.9 million is for the Leech River watershed. It
will be funded through an increase in the wholesale water rate that will cost the average household
about $23 per year. The purchase price for the second parcel dedicated for park use is $5.8 million,
financed by the CRD’s land acquisition fund and a $500,000 contribution from TLC.

The CRD will borrow funds to complete the deal and it will therefore be subject to the assent of the
electorate. The deal is expected to close before the end of year.

-30-
CRD contact
Nils Jensen John Ranns
Chair, CRD Regional Water Supply Commission Vice Chair, CRD Parks Committee
(250) 881-3574 (250) 478-3446

TimberWest contact

Steve Lorimer

Manager, Public Affairs & Government Relations
(250) 729-3727

lorimers@timberwest.com

The Land Conservancy of British Columbia contact
Bill Turner, Executive Director

The Land Conservancy BC'’s “National Trust”

(250) 213-1090
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