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Disclaimer

In producing this guide, reasonable care has been taken aytti@sto
ensure that all statements represent the best available information.
However the contents of this publication are not intended to be a
substitute for specific specialiadvice on the subject of this guide, and
should not be relied on for that purpokelusion of product names does
not constitute endorsement of the product.

Neither authornor Forest Growers Research lithkes any warranty
express or implied or assuseny legal liability or responsibility for the
accuracy, completeness or usefulness of any information contained
herein. Liability is expressly disclaimed to any person in respect of
anything done or omitted to wwne by any such person in reliance on
this publication.
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Introduction

After more than two decades of nurturing and carefully tending your
woodlot you believe that the time approachindo harvest it and reap
your rewards. But how to go about it correctly? There are many woodlot
owners who have managed the marketing andielséing of their
woodlotsprofitably. But, if you have talked to other woodlot owneysu

will also have heard horror stories such as these

"Teresa Green from the Bay of Plenty approached a small local sawmill
operation with a view to a sale. She wéfe@d the removal of the trees
and a complete cleanp job for zero cost and return. A large timber
company then offered heb@&000. Finally an agent negotiated a sale on
her behalf for over $30,000."

"Douglas Furr from Nelson was disappointed wittetclearup job after

his woodlot was harvested. He was left with badly damaged fences and
gates and logging debris on his best{p@agddock. What really upset him,
however, were the large stacks of logs that were rotting at the back of the
farm as a resulof rain making the gully ‘'road' impassable. He was told
he wouldn't be paid for those logs."

Since you are reading this booklet it can be assumed that you do not wish
to become the victim of oraf these horror stories. Knowledge is power
and your protetion.

This booklet is aimed at woodlot owners who are close to the harvesting
stageof their woodlot operation. It is not a manual for the establishment
andmanagemertf woodlots. Noiis it a textbookor logging contractors

on how to carry out their business. This booklet attempts to provide you,
the woodlot owner, with sufficient information to help you successfully
manage the marketing and harvesting of your woodlot.



To help you better understaritese needs this book has been prepared in
a number of sections.

1 Section 1lprovides information on how important thdew
Zealandwoodlot resourcés and who the potential buyease

1 Section 2etsyou know why it is important to assess what you

have inyour woodlot.

Section Xovers when and how you should sell your woodlot.

Section 4looks at how you can avoid injury to yourselfd

othersandminimisedamage to the environment.

9 Section Sdescribes some harvesting and transportation systems

which maybe suitable for your woodlot.

Section dooks at how you can improve your prafiility.

Section 7provides a stepy-step guide to usinthe web-based

Woodlot Analysis Tool.

= =4

=A =4

Return to Table o€ontents




Section 1.

How important is the woodlot resource?
and

Who are potential buyers?



How important is the woodlot resource?

If a woodlot is defined as being a plantation of less B hectares,
then woodlots accounted f@7% of the total forest plantation area in
New Zealand as &018 (Table 1).Over 8%6 of the woodlots are less
than 40 hectares in aredf forestry remairs attractiveas a means of
diversifying farm income, angrovides a way to help offset farm carbon
emissionsthe importance of woodlots to the national wood supply will
increase further.

Table 1. Number and Area of Plantations

Plantation size  Number of Total Percentage of
group (ha land holdings plantation area total area (%)
with timber (ha)
plantations
<40 ha >10,000 280,697 16.3
4099 842 52,836 3.1
100499 659 131,087 7.6
500-999 88 63,071 3.7
1,0009,999 98 331,534 19.2
10,000 + 27 866,250 50.2
NZ Total >11,700 1,725,476 100.0

Source: Ministry for Primary Industries National Exotic Forest
Descriptionas at 1 April 2018

The woodlots are located on more thdnO@0 land holdings scattered
around New Zealand. Figure dhows the distribution of woodIqgt8 to
499 hain area, by region as 3018

Radiata pineccounts for @% of thetotal forestresourceandDouglas fir
accounts for 6%f the resource. The remaining 4% is distributed between
eucalyptscypressespthersoftwoods and therhardvoods.



Northland 12%
S Central North Island 18%

Southern North Island 19%

East Coast / Hawke Bay 15%

Nelson / Marlborough 11%

Canterbury / West Coast 12%

) Otago / Southland 14%

Figure 1. Location and percentage of total areaf woodlots(0 to 499 ha)
by region as at2018

Who are the potential woodlot resource buyers?

Most forest growers in New Zealamdll be able to deliver their log®

both domestic markets (New Zealand regional sawmillers and other wood
processors) and export markets via the closest export port.régpshs

of New Zealand now have an export log business at the locahpdrt
over 60% of the total harvest is exporwdidectly. The remainder was
utilised by the many wood processing plants in New Zealand. Buyers of
logs destined for export markets asually representatives of the larger
forest companies or log brokerghereas a forest owner or forestry
consultant can deal directly with a domestic processing.plant

Because of increased export log prices and redshkggbingcosts the
forest grower haaccess to international markeisd theyhave tended to
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provide the benchmark for log prices in New Zealand. In many regions
forest growers will maximise financial returns by segregating logs into
both domestic and export grad&s. do this successfullywolves higher
costs, greater skill on the part of the logging contractor, good supervision
of the logging and cartage operation, and good knowledge of all log
markets.

Information orHow to Find Harvesting and Marketing Specialisscan
be found inSecton 3of this booklet

Domestic markets

Because ofhe cost of log transportatiothe domestic market fanost
woodlot owners will generally consist of sawmills and veneer mills, fibre
processing plants and roundwood processors in the immediate region
(within 200 km). Figure 2 shows the location of New Zealand wood
processing plants which are likely to be ieted in the woodlot
resource.

Sawlogs and veneer lagghe New Zealand sawmilling industry used
8,685000tonnes of plantation forest sawlogs in the year ended December
2017(Ministry of Primary Industries These mills are located in all parts
of New Zealand. The majority of the logs sawn are unpruned sawlogs;
pruned logs are sawn in specialist mills producing vialue solid wood
products for the joinery, millwork and furniture industries, and for the
production of veneer, plywood and laminated vethg@®mber.

Pulpwood More than 3,675,000 tonnes dflpwoodwasused by pulp
mills and reconstituted board mills (medium density fibreboard and
particle board)n the year ended Decemi#917. Pulpwood may also be
exported in log form, or as chips.

Otherlog types Roundwood plants produce and preservatigat posts,
piles for houses, wharves and bridges, and poles for agricultural and
horticultural uses, for construction and for use as transmission poles.



Figure 2: Location of wood processing facilitie2018)

In general, only the highestlue log products (for example, peeler logs)
will be able to bear the cost of lowiistance cartage. The main exception
to this is marginal pulpwood to a large pufjll. While thevast majority

of the wood supply will be sourced from woodlots much closer to the
mill, marginal wood may be carted up to 400 km or more when urgently

required.



Export markets

Logs The export market for logs from New Zealand has existegthe
1950s and rost ports havenow developed facilitiespecificallyfor log
exports. When log market demand is high there are very few places in
New Zealand that are not within economic access of a log export port,
especially for higher grade logs. 8 breakdown of log exports by port is
shown in Table 2 below.

Table 2. Log export volumes by Ports of Loading
(Year endingJune 2019

Port of Loading Vol ume ( Export Volume (%)
Whangarei 2734 12
Auckland 39 0
Tauranga 7,088 31
Gisborne 2,810 12
Napier 2,399 11
New Plymouth 920 4
Wellington 1,729 8
Picton 670 3
Nelson 1,405 6
Lyttelton 522 2
Timaru 547 2
Port Chalmers 1,193 5
Bluff 722 3
Total 22,778 100

(Source: Ministryfor Primary IndustriesLog Exports by Nw Zealand
Port by Quantity and Value

The number of export markets has also increased. In 1958 Japan was the
sole market for New Zealand logs. 8919 Japan was th&™ most
important markebehind Chindincluding Hong Kong)South Korea and

India (Figure 3). Log markets are predominantly those countries of Asia
with low supplies of their owiogs.



South
Korea
8.9%

£ India,
i AR 6.8%

: - Japan
Y 1.5%

Other,
1.1%

Figure 3: Markets for New Zealand log exports (year endingune 2019)

International log markets are undergoing rapid changesexample,

South East Asia artthe USA were oncanajor suppliers of logs to Asian
marketsbut havdacedincreasing restrictions due aspects such &ade
restrictions conservationists' opposition to timber harvesting and
demands for forest valuegher than timberConversely, other regions,
such as South America, Europe and Russia, are ramping up their supplies.
International tradenay affect thdiming of harvest andombination of

log products which should be harvested to maximise return vedbelot
owner. New Zealand log exporters are affected by the following trends:

1 Exportlogs are a commodity, and as with all commaodities, prices
may fluctuate markedly as demand and supply in major markets
changes.

1 The range of uses for radiata pineduots in export markets is
increasing as traditional supplies dwindle. Use of radiata pine for
furniture, joinery, windows, doors, mouldings and plywood is
increasing.



1 The range of countries importing logs from New Zealaad
grown as the benefits of usj sustainably grown plantation
timberhave beemecognised.

While exports are dominated by logs, trees can also be further processed
(6chippedd) i nt o wo od c.Aogdshipsfacer t h
currently exporteanainlyto Japan, in relatively sthaolumes 313,300

tonnesfor the year endedune 2019 There are fewer ports handling

chip exports, although some pulp grade material is exported as logs.

Return to Table of Contents
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Section 2.

What do you have in your woodlot?
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To determine what you have in your woodiodits potential valuéyou
need to(or your agennheeds tp have an understanding of log product
specificationsand price differentials This information is then used in the
inventory procedurew help accurately ascertain both volume and value
of your woodlot

Log product specifications

Selection of the right sets of log products to be cut from each woodlot is
crucial to its profitaility. The markes for radiata pineand Douglas fir

logs are more establishedhanthose forother species. As a resuhe

range of log products is wide and log product specifications are detailed
and complex. Log product specifications will includels features as
acceptable log lengths; minimum and maximum small diadneter
(SED) and large endiametel(LED) of logs; presence or absencé&obts

(from branchey and maximumknot size; permissibldog sweep (log
curvature); presence of stain, rot, damage and deformities on the stems;
centrality of the pith and roundness of the stem.

Tables 3 and 4 provide some examples @&diata pinelog product
specifications for a range ekport anddomestidog grades. Many more
log product specifications anesedin different regionsdepending on
markets being supplied.

YIncome earning opportunities and obligations, undeNh& missions Trading
Scheme (ETS)an also affect the value of woodlofhe ETS has evolved since

it began in 2008 and continues to evolve. ETS isidatthe scope of this booklet.
Specialist help from forest management consultants should be sought to
understand your obligations at the time of harvest

12
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Table 3. Example of Log Product SpecificationsExport Grades

Product Name

Product Specifications

Pruned Export

Lengths:2.9 to5.1 m

Diameters: Minimum SED 30 ciand 40 cm
common diameters

Branch sizeNo visible branches

Sweep: Maximum SEB/

Wobble:Nil

Roundness: Longest diameter must
exceed 1.5 times shortest diameter

A grade Export

Lengths: t012.0m

Diameters: Minimum SED 30 cm
Branch sizeMaximum 12 cm

Sweep: Maximum SED/4

Wobble: Maximum 5 cm

Roundness: Longest diameter must
exceed 1.5 times shortest diameter

K grade Export

Lengths: 3.8 m and 5.8 m common length
DiametersMinimum SED 20 cm

Branch size: Maximum 12 cm

Sweep: Maximum SED/4

Wobble: Maximum 5 cm

Roundness: Longest diameter must
exceed 1.5 times shortest diameter

Kl grade Export

Lengths:2.9t0 6.0 m

Diameters: Minimum SED 26 cm
Branch size: Maximum 20 cm
Sweep: Maximum SED/4
Wobble: Maximum 10 cm

KIS grade Export

Lengths:2.9 to 6.0m

Diameters: Minimum SED 12 cm
Branch size: not applicable
Sweep: Maximum SED/3
Wobble: Maximum 15 cm

13



Table 4. Example of Log Product SpecificationsDomestic Grades

Product Name

Product Specifications

Domestic Pruned

Lengths4.1m and 51 m

Diameters: Minimum SEDScm

Branch size: No visible branches
Sweep: Maximum SED/8

Wobble: None

Roundness: Longest diameter must
exceed 1.5 times shortest diameter

Domestic Partially
Pruned

Lengths 4.1, 5.0 m, minimum of 2.2 n
pruned wood

Diameters: Minimum SED 30 cm

Branch size: No visible branches

Sweep: Maximum SED/8

Wobble: None

Domestic Sawlog S30

Lengths:4.9,5.5,6.1 m
Diameters: Minimum SEBOcm
Branch size: Maximuni cm
Sweep: Maximum SED/3
Wobble: Maximum 15 cm

Domestic Sawlog &

Lengths:4.1 m

Diameters: Minimum SER0cm
Branch size: Maximum 6 cm
Sweep: Maximum SED/3
Wobble: Maximum 15 cm

Housepiles

Lengths: 3 to 6.0m
Diameters: Minimum SED7lcm
Branch sizeMaximum 4 cm
Sweep: Maximum SE[&/
Wobble:Nil

Pulpwood

Lengths:1.8 mto 55 m
Diameters: Minimum SED 12 cm
Branch size: not applicable
Sweep: Maximum SED/

No rot

14



Price differentials

Prices for many log products are changiveekly. Indicative log pices,
presented byguarter can be found on the Te UruURu website
https://www.teururakau.govt.nz/nevasdresources/opedataand
forecasting/forestry/wocegroductmarkets) The profitability of your
woodlot can be altered substantially by being aware of these changes and
altering the set of products to be cut from your woodlot to suit.

Not all woodlot owners will be paid the same price for their wddere

are significant costs associated widrvesting and transpothathave to

be subtracted from the price paid for wood at the processing plant or the
export port. This means that-farest log prices (stumpage) can be
expected to vary between forest ovsidractors affecting harvesting and
transpat costs are covered in later sections of this booklet.

Table 5 provides some examples of log pridéferentiak (relative to
export prunedP40 price) that were relevant to sonorth Islandforest
operations irmid-2019 The differentials are based 86-month rolling
average priceand relate to prices at the wharf gate or mill gate

Table 5. Examples of log price differentialsfor radiata pine (June 2019)

Product Name Price($ per tonne) Differential
(%)
Export Pruned P40 183 0
Export A 136 -26
Export K 120 -34
Export Kl 113 -38
Export Pulp 97 -47
Domestic Pruned P35 177 -3
Domestic Sawlog S30 120 -34
Domestic Sawlog S20 105 -43
Domestic Pulp 45 -75

* Differential compared with Export Pruned P40; e.g. Export A price in this
example is 26% lower than Export Pruned P40.

Unless the woodlas close to a pulp mill, the sale of pulpwood may result
in a negative return tinewoodlot owner. Leaving it on sitg the stump

15
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however, can make replanting more difficult and cosllile risk of
woody debris flows into streams may also be heighteriéd.is left on
landings it may take up space, reduce harvesting productivity and increase
harvesting costs.

Inventory procedures for woodlots

Assessing the potential yield of logs of various specifications is a very
important step in determining the revenue that will be generated from
harvesting your woodlot.

Some woodlot buyers and consultants use a "graduatedadydased

on years oéxpeaience toestimatehe potential yields, particularly where

the woodlot is small in area but they usually tend to err on the
conservativeside in their predictions so as not to disappoint the woodlot
owner. If your woodlot is small, getting several "gi#ated eydall"
assessments might help you avoid the sort of blunders one usually
discovers with the wisdom of hindsight.

A more professional assessment will includeformal PreHarvest
Inventory (PHI) which includedetailed measurement of the areahsf
woodlot and gplot sample of stem sizes and qualities to determine per
hectare yields of each log type. A good woodlot record system, which
includes the tending history €., physical data on pruning and thinning)
for the woodlot, will be of signifiant help in assessing the potential value
of your woodlot.

A forestry consultant or harvesting and marketing specialist will be able
to tell you where to find a good inventory crew (see the sectidtomn
to find harvesting and marketing specialist$.

Area

The most accurate way to obtain the area of a woodlot is to seek specialist
assistancer-or a very professional and accurate measamnd surveyors

are the most reliable people for the taslowever, their services are
relatively expensive andnly really used when also considering the
purchase or sale of the land a woodlot is on.

16



Online tools, such as Google Maps, makeasuring areelatively easy,
although perhaps not as accuratence you find the location of your
woodlot on the satelitimage in Google Maps, you can use the Measure
Distancefeature to trace the boundary of your woodlot. Once you return
to the starting point on the boundagarea is automatically calculated.
Figure 4 shows an example of the use of Google Maps to atdcul
woodlot area. You can see that an unplanted gully and a strip through the
woodlot have been easily excluddry closely following the tree
boundaries. There are a number of YouTube videos that show how to
measure areas using Google Mafgyone with apost 1989 woodlot
registered in th&mission Trading SchemETS) can use their ETS maps

as a relatively accurate guide to net stocked area. Some regional councils
may also be able to provide maps.

Figure 4. Using on-line tools such as Google Maps make the task of
measuring woodlot area relatively easy. The Measure Distance feature was
used to trace the boundary of the above woodlot. It determined that the area
inside the boundary was 379,887 m2 &7.99 ha

17



Yields per hectare

Mostpre-harvesforest inventoriegh New Zealandoday use the Plotsafe
overlapping feature methadrigure 5)for describing the stems within
each plot and the YTGEN software for analysing the dataeteimining
per hectare yields MARVL (method for assessment of recoverable
volume by logtype), which is a predecessor system to the
Plotsafe/YTGEN system, is still used in some areas.

The procedure entails establishing a number of fsied bounded plots
throughout the standrheterm "cruising” refers to measuringll trees
within each plot and also measuring a number of tree heightsaim is
to measure 20 to 30 stems per pladbich may require plot sizes of 0.06
to 0.08 ha.

"] Butt swept

Figure 5. Example of describing stems using an overlapping feature
method. (Photo:courtesy of Interpine Ltd.)
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When cruising an alphabetic code is used to record stem quality (such as
branching or straightness), while heights are recordetiéqositionson

the dem wheregguality changes. Other features of each tree such as forks,
diameter reductions, dead and broken tops, or large merchantable
branches are also recorded. Tablshows an example of usdefined

stem quality codes for use Rotsafecruising.

Table 6. Examples of quality codes for Plotsafe cruising.

RADO5 Cruising Dictionary Quickcard

Code Default Description Code Default  pescription

Windblown Branching (Br)
[Y 1 lee Windblown Tree (F3 description only) 0 Pruned or completely clear

ResinCode (All Pruned Stands) 1 Epicormics \ Stem Cones <lcm

0 YES |Unpruned or Pruned <3m / Wet Stems 7 YES |Branches less than or = 7cm

1 Nil / Light 10 Branches less than or = 10cm

2 Moderate 12 Branches less than or = 12cm

3 Severe 25 Branches upto SED/2 to a max 25cm

Features (F) 99 Branches greater than 25cm

B10+ Butt Flare 10+ Sweep (Sw)

C Crutch or Reduction Zone greater than 0.5m 8 Sweep less than or = 1/8 over featurs length 6.1m

D Damage / Scar (>10% diameter depth) L YES [Same as "S" but acceptable for 8-12m long logs.
F5+ Fluting greater than Scm S Sweep less than or = 1/4 over feature length 6.1m
F10+ Fluting greater than 10cm 3 Sweep less than or = 1/3 SED over length 4-6.1m
N5+ Nodal greater than 5 cm 1 Sweep less than or = SED/1

01.2+ Ovality > 1.2x X Sweep greater than SED/1 (small sections of this only)
R Rat K Kink (max distance 0.5m) (small sections of this only)
S7+ Spike knot 7-10cm in length & < 30 degrees W Wobble greater then Scm over 6m

S10+ Spike knot 10-16cm in length & < 30 degrees Internode (1)

S16+ Spike knot 16-25¢m in length & < 30 degrees I ] |In(enode 1.2m+0.8m or 0.8mx3 sect. over 5m

S25+ Spike knot 25+cm in length & < 30 degrees NONE | YES [No features

NONE| YES |No features * Al knots are at right angles to stem.

Specialist tools magometimede used to measure internal wood quality,
such as wood density or stiffness (Figure 6).

Figure 6: IML Resi is an example of a tool that can be used iforest for
measuring internal wood properties.
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It should be noted that the accuracyofharvest inventorassessments
may be low where woodlots are small, Flmmogeneous, mixed age or
mixed stocking blocks. Careful design of the inventory sampling system
is required in these cases and greater inventory costs may be indarred.
big forest blockne plot @r one or two hectarenay be sufficient. In
small woodlotsit is likely that thesame number of plois total would

be required, equating taree or four plots per hectare.

The cruise data collected in the forest, along with information on log
prodwt specifications and prices, are then entered into a computer
programsuch as YTGEN Computer analysis of the cruised trees starts
with simulation of breakage and essential cuts at forks and the stump.
Regional tree volume and taper models are tmd to calculate the
volumes and diameters of potential combinations of logs that would meet
the log products specified. The analysis looks for the combination of logs
that gives the highest total value from each tree.

The results from each tree are gped at the woodlot level to derive
overall estimates of volume and log production. These results are
indicative of yields that can be attained by vigdined and motivated
logging operators. Tabl& gives an example of the type of report
generated bY TGEN. It not only provides estimates of log yields but it

also provides estimates of the amount of stem residues liketayon

site. For example, in thieportshown in Table 7, 70 fiper hectare (12%

of the total stem volume) is expecteddmainin the form of broken tops

and Awasteodo (pieces cut out of the

Theinventory software can also be used to simulate growth of the trees,
allowing prediction ofthe value obtained from allowing the woodlot to
continue growing for a few extra years.

The costs of undertaking a forest inventory depend on a numiaetafs
including the size of the plots, the terrain, the amount of undergrowth,
etc. Costs typically range between $100 and $300 peplplothe costs

of data analysis and report preparation.
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Table 7. Example of YTGEN Reports

Stand Summary

Harvest Type Clearfell

Age (yr) 24.8

Basal Area (rfiha) 46.6

Top Height (m) 39.2

Stocking (s/ha) 257.3

Total Stem Volume (/tha) 596.5

Total Recoverable Volume (ha) 516.8

Standard error of TRV (ftha) 15.6

Probable limit of Error (0.05) (%) 6.2%

Plots 32

Stocked Plots 32

Value ($/ha) 44744

Area (ha) 1.0

Recoverable Piece Size {m 2.07

Quadratic Mean DBH 48.0
Grade In TRV | Volume (n¥) | Value ($) | % TRV
Summary
break No 0.0 0
stump No 9.9 0
top No 6.6 0
waste No 63.3 0
Industrial Yes 10.6 425.3 2.0
Pruned Dom Yes 128.7 18,021.4 24.9
Pulp Yes 0.3 8.2 0.1
Roundwood Yes 20.2 908.4 3.9
Structural Dom Yes 308.1 22,264.8 59.6
Unpruned Peele|  Yes 16.8 1,347.7 33
Utility Yes 32.1 1,768.2 6.2

Return to Table of Contents
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Section 3.

When and how should you sell
your woodlot?
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When is the right time to harvest your woodlot?

Growing a woodlot is a lonterm investment. Most returns come at the
end of the rotaon, and although the value of the woodlot will continue

to increase as long as the trees continue to grow, there will be a point
when the profit from sale will be at a maximum. Ffell grown and
well-tendedradiata pine in New Zealand this point is often between 25
and 30 years after planting, although it will vary with growth rate, log
quality, log prices and the required rate of retltr-pasture sites that
have high residual fertiliser in the soils camfrharvest ages forwarbh

post 1989 ETSegistered forests, the value of carbontlied or e st 6 s E°
status maylsoinfluence the most profitable time to harvest.

Market dynamics carbe a significantly greater determinant on forest
value than a theetical rotation age however Woodlot owners,
especially those with small woodlots, will almost always be in a queue
for a harvesting crevandwill be unlikely to be able to specify exactly
when they want their trees to be harvestedyolifar e fihandg 9t
however, you will be in a better position to take advantage of the markets
when the prices come right.

Beforedeciding when to harvest you should consult with your accountant
to determine if there are likely to be any tax advantages from gjtien
timing of woodlot harvest in relation to income/expenses from your other
activities. If, dueto financial circumstances, yowish to harvest
significantly earlier than the best time from an investment point of view,
you should consider selling@utting rightd which assigns the right to
harvest your trees to the purchaser at a future (dat Cutting Right
section for more detail).

Marketing arrangements

Your financial returns from the woodlot occur, primarily, at the time of
harvest,except in the case where a cutting right has lsedah prior to
maturity. You should, therefore, select a marketing arrangement that
ensures maximum return to you, the grower. To ensure the best price is
achieved you should consider tendering the saj@wf woodlot.
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The critical decision for the woodlot owner is the decision as to who is
appointedto conductthe harvestingoperation,and the existence of
incentives for the agent to act in the interests of the woodlot grower. The
following marketing alangements may be followed:

A Forestryconsultant

A Forestry company (that manages their own estate, but also
provides harvesting services for other landowners)

A Logging contractor

A Sawmiller/wood processor

A Cooperative

A prime consideration in selectiragn agent is naturally the integrity, skill
and track record of the candidates. There are other considerations also as
outlined below.

Forestry consultant

A forestry consultant or a forestry company that offelnsirvestig and
marketingmanagement serviceis, an agent appointed by the woodlot
owner who is independent of the timber buyefhe independent
consultanwill provide a forest valuation or pigarvest inventory upon
whichto base negotiations with potential buyers. fdrestry consultant

/ forestry companywvill organise, supervise and pay contractors (roading,
logging, loading and cartage), and liaise with regional authorities where
required. It is important to ask what markets the consultant has access to
andtheir relationslip with those markets.

The consultant / forestry companyay be paid a fixed amourfior
conducting the sale, or may receive a percentage of the total net return
(revenue minus costs). Paying a percentage may increase the incentive to
maximise return fothe forest grower. The logging managdees not buy

the woodlot from the grower but assists in its sale.

Logging contractor
Logging contractors usually work to provide a specific processing plant
with its log requirements. A logging contractor may nave knowledge

of, or access to, other markets. If the logging contractor is paid a rate per
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tonne orcubicmetre that is not dependent on maximising log grade out
turn hemaybe motivatedo reduce logging costs by reducing the number
of log types cubn the landing to the detriment of tivalue recovered
from the crop and theevenue producefdr the grower.

Wood processor

The woodprocessor is motivated to provide wadkod their own plant. It

is questionable whether the wood processmuld be relied upon to act

in the best interests of the forest grower. In some casblew Zealand,

the independent sawmiller is reliant on the woodlot owner for a large part
of their log input. In this case the sawmiller is motivated to pay a fair
price. Howeverthe sawmiller may not be the best person to advise on
export log market opportunities, since increased log exports may reduce
available suppliesf certain gradew the sawmiller.

It is in the longterm interest of all parties (the woodlmvner, logging

and cartage contractors, sawmillers, paim panel manufactureesd

log exporters) that a fair price is paid for logs. A fair price will provide
profits to the grower and sustained futuwveod supply to processing
plants. Howeverin theshort term, the interests of growers and processors
are in conflict, and an agent who primarily works(aris hintheiself) a
processor may not be able to work as effectively on behalf of the woodlot
groweras an independeand specialisedonsultanbr logging manager.
Experienced woodlot owners have recommendedthe use of an
independent agent.

Cooperative

While cooperatives have been used successfully in other parts of the
world, they have not been an enduring feature of New Zealand log
marketing. A cooperative mayegotiate with wood buyets arrive at a
more favourableprice through collective bargainirgpwer, as well as
providing market information and information on credit worthiness of log
buyers and efficiency of contractors.
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Timber Sales Methods
Cutting rights

Cutting rights embody the right to use forest land for a specified period.
Harvesting may occur at any time within that period, at the discretion of
the owner of the cutting right. Other conditions to protect special features
of the land or to require regiting after harvest may be applied. The
cutting right may be tendered or bid for, using a variety of methods. The
cutting right may be used to sell immature forest while retaining
ownership of the land. The value of the cutting right will be basedeon th
expected value of future harvests. If the actual realisation is higher than
expected the woodlot owner will have received a lower return than if the
woodlot had been sold at time of harvest, when log prices were known.
The purchaser of a cutting rigitll probably want to register a Forestry
Right on the Title. A deposit on the expected future value may be paid on
purchase of the cutting rights. In selling a cutting right the woodlot owner
should understand that the price will depend on expectedit®s@t the

time of harvest and the return required by the buyer on the cutting right.

Stumpage sales

A stumpage sale is the sale of standing tffees. e . 1 o nHatvdste st u
access,dgging, loading log transport and marketing and salese the
responsibility of the buyer. There are conditions laid down to dictate the
expected condition of the land, logging standards, roads and any other
property such as fenceatfter the logging operation is completed.

There aretireetypes of stumpage satbegraded {ipay as cud) sale the
composite fipay as cud) sale,and the lumpsum sale. In thgradedsale

the stumpage buyer pays a different price for each gradd?ayiment is

based on the volume of timber harvesiduk risk for the forest ownenii

this sale method is the stumpage plt
the grade outturnlin the composite stumpage satbe buyer pays a
composite price for all loglsarvesed. While this produces an incentive

to optimise grade outturn, it is likelto result in a price discount to
mitigate the Dbuyerds risk that the
before harvestingn the lumpsum sale the harvest volume by log type is
estimatedby the buyerusing a preharvest inventory, and payment is
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based solely on this assessment. The buyer assumes all risk associated
with differences between predicted and actual harvest veluarel

prices However, the return to the forest owner is likely to be less with a
lump-sum sale as the buyer is likely to make allowancestlese
variations

Log sales

Under a log sale agreemenhe forest ownerultimately assumes
responsibility br logging, and may also assume responsibility for loading
and transport. A potentialdisadvantage of log sales is that the forest
owner is likely to be an "unknown quantity" to the logging contractor and
wood purchaser; they are likely to add an alloveafar risk in their
costings for this.The owner may, however, appoint a professional
harvesting/marketing company to manage the project on their beHialf. A
revenues received and costs incurred from the proget the
responsibility of the forest ownein a log sales agreemerthe owner
takes on the market risk, and will make more money should the market
rise during the operation but conversely may lose revenue should the
market fall during harvest.

Table 8. Point of sale forLog Sales

Description Point of sale

"At roadside" At forest road or landing

"On truck” Loaded on truck

"At mill door" Delivered to mill

At export gat |Delivered tothe exporting port

The timber sales method selected will depend on your objectives. You
must ensure that the logger has adequate incentives to produce the
maximum value through optimal log making, and that forest revenue is
based on log quality odtirn. These conditions mde achieved through

a scaled timber stumpage sale or various types of logMaleaged dg

sales have been described by an experienced woodlot owner as
"é probably the fairest way to ensure that both parties get true value for
what they are buying or seif...".
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The timber sales method will also depend on the size of the sale. Very
small sales will probably be carried out as a lump sum stumpage sale,
because the costs of detailed inventory and log segregatigmot be
justified by the volume of woodrpduced.

When to "Do it Yourselfo versushiring a specialist manager.

Unless you havextensive experience yourself, or only haweery small
woodlot it is recommended that a specialist be udéshrly allwoodlot
owners who had been involved with woodlot harvestitogild strongly
recommend this

A good independent agent acting on your behalf should ensure, among
other things, tat:

A a proper assessment of the woodlot has been carried out to
determine what products are in it

the agentknows the best markets to be supplying from the
woodlot and those to avoid, e.g. those in financial difficulty

the best prices will be paid foaeh product

roading and harvesting operation are properly planned

a competent logging gang with a skilled Jogker and
appropriate equipment are used

environmental and legal requirements are met.

the woodlot owner is paid regularly apcbmptly

the site is left in a tidy, safe condition at the end of harvest
arrangements are made for replanting if required.

ToBoTodo ToToDe Do

Independent agents wilfpically charge from 4 to 8% of the price of the
wood delivered to the processing plant or the export for their
management services. Some agents quote in percentage terms, others in
$ per tonne gross (or net of expenses).

Woodlot buyerdrom large companies subtract a minimum management
feefrom the stumpage priceand this typically ranges frof2 to $6.

Some consultants will not work on a commission basig simply charge
an hourly or daily consulting raterdm the woodlot owner's point of
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view a commission basis is usually preferable. If a commission is
involved the consultant would try to mage the harvesting and marketing
operation so thatheir returns, along with the owner's returns, are
maximised. Because the consultant is not sure exactly how much time
will be involved, however, he will have to build a risk factor itteir
commissiorrate.

How to find harvesting and marketing specialists

Harvesting and marketing specialists can be found by contacting in your
area one or more of the following:

independent forestry consultants
https://www.nzif.org.nz/home/find-registereemember/
representatives of the major forest companies
https://www.nzfoa.org.nz/resources/links/i&impanies
NZ Farm Forestry Association (NZFFA)
https://www.nzffa.org.nz/branches/

Te UruRakau,Forestry New Zealand
https://www.teururakau.govt.nzfteu-rakauforestrynew
zealand/

Do Do Do o

A web-search using the following keywor{ferest harvestingharketing
specialist NJ also provides some links manyharvesting and marketing
specialists:

https://nzforestry.co.nz/abous/
https://woodmarketingo.nz/about/
https://www.woodmetrics.co.nz/
http://www.laurieforestry.co.nz/
http://phs.co.nz/
https://forestandharvesting.co.nz/
https://www.nfp.co.nz/
https://www.paulcarruthersltd.co.nz/
https://forest360.nz/
https://www.nfml.co.nz/
https://nz.pfolsen.com/
https://www.nzfm.co.nz/
https://www.logmarketing.co.nz/
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https://www.nzif.org.nz/home/find-a-registered-member/
https://www.nzfoa.org.nz/resources/links/121-companies
https://www.nzffa.org.nz/branches/
https://www.teururakau.govt.nz/te-uru-rakau-forestry-new-zealand/
https://www.teururakau.govt.nz/te-uru-rakau-forestry-new-zealand/
https://nzforestry.co.nz/about-us/
https://woodmarketing.co.nz/about/
https://www.woodmetrics.co.nz/
http://www.laurieforestry.co.nz/
http://phs.co.nz/
https://forestandharvesting.co.nz/
https://www.nfp.co.nz/
https://www.paulcarruthersltd.co.nz/
https://forest360.nz/
https://www.nfml.co.nz/
https://nz.pfolsen.com/
https://www.nzfm.co.nz/
https://www.logmarketing.co.nz/

https://www.matarikiforests.co.nz/expertise/forasttwoodlot
harvesting/

https://www.ribbonwood.co.nz/

http://www.fortus.co.nz/

https://www.ftf.co.nz/

https://forme.co.nz/

https://www.forestmanagement.co.nz/
http://www.fmnz.co.nz/

https://www.jtl.co.nz/

It is strongly recommended that, before engadimg services of a
harvesting and marketing specialist, you ask him for references from
other woodlot owners who have had their woodtetsentlyharvested.
Good references will reduce your risk of having a bad experience.

Conditions of Sale and Contracts

The conditions of sale are the basis of the sale agreement between the
buyer and the seller. The purpose of drawing up conditions of sale is to

protect your interests. These can later become part of the formal sale
agreenent.

Matters which should be considered when arranging the conditions of sale
are:

i Basis of sale The species, location, quantity, form (tree or logs) and
categories of produce to be sold should be stated clearly. The
boundaries of the woodlot to bearfrested should also be clearly
identified.

9 Prices and Point of sale The point at which the produce becomes
the property of the buyer should be stated for log satsoadside,
on loading, on truck, at mjlbr at exporigate The prices to bgaid
for each log product should also be specified.

9 Access It is desirable to specify the access road the contractor must

use when crossing farmland to and from the woodlot and to require
themto keep it in good order. If access iffidult during winter and
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https://www.matarikiforests.co.nz/expertise/forest-and-woodlot-harvesting/
https://www.matarikiforests.co.nz/expertise/forest-and-woodlot-harvesting/
https://www.ribbonwood.co.nz/
http://www.fortus.co.nz/
https://www.ftf.co.nz/
https://forme.co.nz/
https://www.forestmanagement.co.nz/
http://www.fmnz.co.nz/
https://www.jtl.co.nz/

is limited to summer only such restrictions should be includéi.
is necessary to construct a new access road it should be specified who
is responsible for construction and maintenance.

Measurement It is necessary to statéhether logs are to be weighed
or scaled and if scalethe unit of measurement and log volume table
to be used. If selling by weight, the weigbtvolume conversion
factor, the person who is to do the weighing, and the weighbridge
where it is to be carried out should be specified.

Commencement and Completion Dates The dates at which
logging will be commenced andt which all produce must be
removed should be specified.

Cleanup and removal of equipmentThe need to heap up all debris
into windrows to facilitate burning or spread so that replanting is
madeeasier should be stated. date by which all equipment should
be removed should be specified.

Logging waste The minimum sizédiameter and lengttof material

to be removed and maximum stump height (usually 20 cm)
should be stated to ensure thla¢ buyer does not leave saleable
material in the woodlot. It should also be stated that saleable wood
left after the removal date will be scaled and charged for.

Protection of stock and farm property. Conditions should be
specified which will protect e property andanimals from
unnecessary damage or disruption by logging contractors. For
example, damaged fences and pasture should be restored, gates on
access routes should be kept closed, etc. If fences need to be removed
it should be stated who is msible for taking them down and
putting them back up and in what condition they should be replaced.

Fire safety: It should be stated that fire protection equipment must be
provided on site, that fires will be restricted to defined areas (if
allowed atall), and that spark arrestors should be fitted to motorised
equipment.In many regions there is a published daily fire risk
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assessment and guidance for the suitability of logging operations
under those conditions.

Indemnity: It should be stated that the buyer will be required to
indemnify the seller against damage to property resulting from the
logging and removal of produce.

Environmental and Safety Requirementsit should be stated that
obligations under the Resource Maeagent Act will be met and
Regional Forest Operations Guidelines followed where appropriate.
It should also be stated that, under the HemltfSafetyat Work Act
2015 (HSWA)New Zealand's workplace health and safety; lawth

the forest owner anithe logdng and cartageontractos have certain
obligations and that all due care will be taken to meet these
obligations.

Payment The terms of payment should be set out. These usually
include a deposit (depending on the size of the sale) and payments at
regdar intervals (e.g. monthly)

Transference It should be stipulated that the buyer may not transfer
the rights of sale without the seller's consent.

Special conditions Any special conditions relating to the particular
area of trees to be sold shouldcabe specified. For example, if
access must cross a neighbour's property it sHmufdipulated who
is responsible for arranging logging routes and access right.

The conditions of sale, along with other provisions for arbitration, formal
authority for the buyer to enter the woodlot owner's land and remove
wood, penalty for late payment, etc., are included in the contract for sale
- also called the memorandum of agreement. In some,Gasetser of
agreement, containing a subset of the above conditions of sale, is used. In
either case a solicitor should be used to draw up the sale agreement to
ensure that it is legally acceptable and binding upon both parties.

The wood buyer may requesat a Title Search is carried out to ensure
that the land does belong to the person offering the woodlot for sale. In

32



addition, it may be necessary for them to check that there is no mortgage
on the property. If there is a mortgage the woodlot owoes ahot have
the right to sell the timber unless it is under separate title.

Methods of Payment

To ensure that full payment is received for your woodlot you need to be
confident that good records are being kept of wbaime of logdeaves
your propety and that the wood buyer has the ability to pay for what he
takes.

Some woodlot owners advise others to keep a tally ofuhgber oftruck

loads that leave the farrar alternatively get a copy of each Log Delivery
Docket written for each truck loadt is no usewhen the job is over
thinking: "I am sure there was more wood there than that!" Wood buyers
from reputable firms could be expected to arrange for a copy of the truck
loading docket to be left in an agreed place for you on a regular basis
email you digital copies of the docketachday or week.

Guarantee of payment is very importaintthe pasthiere have been cases
reported where some small sawmills haoe been able to pdpr loads
delivered A deposit up front should be requesifathere are any doubts.
Arrangements for regular payments throughout the term of the contract
(e.g. fortnightly or monthly) should also be made. Do not wait until the
block is finished to find out you are not going to be paid.

Some large companies amge for direct crediting of payments on a
fortnightly basis for timber they purchase from woodlot owners.

Return to Table of Contents
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Section 4.

How to be safe and respect the environment?
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Safety considerations

Timber harvesting has been, and unfortunately continues to be, a
dangerous task. The Health and Safety at Work Act (HSWA 2015) makes
it clear that allPersons Conducting a Business or Undertaking (PCBU)
have a responsibility for safety. A landowner engaging in a timber
harvesting activity is by definition a PCBU and should actively take part
in ensuring health and safety of the people working on their land. It is
unlikely that a smalkcale forest ownewill have the expertise to develop

a detailed health and safety plan for the timber harvesting operation. The
most prudent option is to engage with a professional forestry company,
consultant or contractor to ensweu have the appropriate health and
safdy plans in place.

Figure 7: Breaking-out (hooking on logs to cablesand manual tree falling
are the tasks that cause the majority of seriousarm accidentsin
harvesting.

The forest industry has been working hard at improving its safety record
and ha a dedicatedrorest Industry Safety Councih comprehensive
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http://www.worksafe.govt.nz/worksafe/hswa/understanding-hswa/pcbu-and-the-primary-duty-of-care/who-or-what-is-a-pcbu
http://www.fisc.org.nz/

review of the forest industry was completed by an Independent Panel and
a summary document outlining some of the main shortcomings, as well
as an agada for change, was publishelF$R 2014. A number of
initiatives have been undertaken including setting U a f @& webste 0
that provides resources such as documents and videos on how to complete
timber harvesting safely.

WorkSafehave published gery usefuld o c u me nt Managing & | e d
Safe and Healthy Sali Forest Harvest It provides an excellent resource

in terms of practical stepy-step guids for managing your harvest. For
example, one task the landowner must complete is the identification of
hazards on the property and making sure they are comatedito the

logger. The SafeTree websitdsoprovidesa p r aldowto®alprf ces s
for managing critical riské those risk which can cause seriotmarm.

Examples of hazards on farm woodlots can be fences, proximity to
powerlines, but also the strength of stream crossing structures. You are
also likely to be responsible for the safe access to the forgsuofarm,

so if the farm roads and traclealling to the area to be harvested are steep
and not accessible for a logging truck in wet weather, then you need to
take action to restrict access.

Felling trees for commercial gain is notifiable work. You must agree who
(you, forest manager or contractwill notify WorkSafe at least 24 hours
before felling begins.

Traffic management for public roads should also be discussed with your
forest manager/ contractor. If trees are being felled within two tree lengths
of a public road traffic management indlog signs must be in place.
These must comply with tidew Zealand Transport Code for Temporary
Traffic Control or the requirements of the appropriate road control
authority RCA). The contractor will need to apply for formal
authorisation from the RCA before work starts.

With regard to the individual harvesting tasks, there is@proved Coeé

of Practice (ACOP 2012jor forest operations that is considered a
minimum standardit includes the expectation that all workers are both
trained (or in training) and competent in carrying out the designated
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http://www.nzfoa.org.nz/images/stories/pdfs/safety/20141031finalreportsummary_web_311014.pdf
http://www.safetree.nz/
http://forestry.worksafe.govt.nz/
https://safetree.nz/wp-content/uploads/2018/11/WKS-4-forest-harvesting-managing-small-forest-harvest.pdf
https://safetree.nz/wp-content/uploads/2018/11/WKS-4-forest-harvesting-managing-small-forest-harvest.pdf
https://safetree.nz/wp-content/uploads/2017/03/Managing-risk-in-forestry_March-2017.pdf
https://www.nzta.govt.nz/resources/code-temp-traffic-management
https://www.nzta.govt.nz/resources/code-temp-traffic-management
https://safetree.nz/wp-content/uploads/2015/02/forest-operations1.pdf
https://safetree.nz/wp-content/uploads/2015/02/forest-operations1.pdf

harvesting task. Best practice guides are also available from various
sources including for higher risk practices sucimasual tree fellingr
chokersetting(known colloquially a® b r e ® ki it deyvZealanty or
complex harvest systems suclcable logging

Contractors often have O0tailgatebo
before they start ehAcday. While a small forest larmivner is not
expected to attend all meetings, it may be beneficial to attend at least a
few as that is goodtime to interact with the contractor and their workers

to assess the intended work prograninmet only for safet but also for

the expected environmental performance. To help you prepenes a
linktosomed T a | k i n gpecifically focsmaéHscale forestry.

Protecting the Environment

All landowners in Mw Zealandhave an obligation under tl®esource
Management Act (RMA 1991to look after their land what most will

refer to as having sustainable land practices. A good overview of the
RMA is provided on theEnvironment Guidewebsite. The actual
implementation of the RMA, and how it affects a landew is the
responsibility of the Regional and District Councils and will be written
down in their Plans.

Regional and District Plans tend to be very large documents that to a
laypersonare hard to decipher. However, it is a legal requirement to
comply wih those plans. While each Region irewN Zealand has
different requirements, in most regionfkasource Conselig required

for larger scale earthworks (i.e. buildirgads and landings) and may also
be required for undertaking timber harvesting (typically referred to as
6Veget ati on Re mbabtaiaihg@onsems mahtakeverdl a ns ) .
weeks and incur an application fee.

Since 2018 there has beenNational Environmental Standard for
Planation ForestrfNES-PF). This document provides for enviroental
expectation that are the same across the different regions. While all
Regional and District council are required to implement the-NE3hey

may have expectations and or rules over and above those detailed in the

37


https://worksafe.govt.nz/topic-and-industry/tree-work/safe-manual-tree-felling/
https://worksafe.govt.nz/topic-and-industry/tree-work/safe-retreat-positions-in-breaking-out/
https://www.competenz.org.nz/assets/Uploads/Cable-Logging-2018.pdf
https://safetree.nz/resources/tailgate-talking-topics-for-forest-farmers/
http://www.legislation.govt.nz/act/public/1991/0069/latest/DLM230265.html
http://www.legislation.govt.nz/act/public/1991/0069/latest/DLM230265.html
http://www.environmentguide.org.nz/rma/
http://www.environmentguide.org.nz/rma/resource-consents-and-processes/
https://www.mpi.govt.nz/growing-and-harvesting/forestry/national-environmental-standards-for-plantation-forestry/
https://www.mpi.govt.nz/growing-and-harvesting/forestry/national-environmental-standards-for-plantation-forestry/

NES-PF, so you are still requieo refer to the Regional Plafhe NES
PF regulations require those undertaking an activity in a forestry block
greater than one hectare to give notice to the Council.

Figure 8: If done well, timber harvesting will have a low impact on the
environmert, including protecting waterways and streamside native
vegetation.

You can expect a professional forestry company, consultant or contractor
to be aware of environmental requirements, but as a landowner about to
undertake either earthworks or harvestingiit be prudent to make sure
someone has contacted the Regional Council to ensure compliance
requirements are met.

The most common environmental impact from timber harvesting is exposing soil
to erosion. When soil erodes from the land it can enter waterways, a process call
sedimentation, that affects both water quality as well as aquatic hatiat.
NESPF Erosion Sueptibility Classification (ESC) is used to identify the
erosion risk of land as a basis for determining where a plantation forestry activity
is permitted, subject to certain conditions being met, or where it requires a
resour ce ¢ ons e rherriskland. &xtra mmglignde soste may bei g
associated with highaisk land. You can use the dine ESC tool to find out

what zone your woodlot is in https://www.teururakau.govt.nz/growing
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https://www.teururakau.govt.nz/growing-and-harvesting/forestry/national-environmental-standards-for-plantation-forestry/erosion-susceptibility-classification/
































































































































































