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1.0 INTRODUCTION

A exohange of timber rights 15 proposed between the Frovince of
Britishn Columbia and MacMillan Biloedel! Ltd. to offset the effect
ot land withdrawals trom Tres Farm Licence # 39 +or the purposes
of establishing Ecological Reserves # 1 and 5.

In & letter dated March 14, 198%, the Minister of Forests
appointed HOLMSENM FORESTRY LTD. az tne independent appraiser for
the proposed exchange of timber rights betwesn the Frovince and
Maohillan Bloedel Ltd. in the Tgitika watershed. AN agreesmnent,
dated June Sth, 1985, was signed betwsen the Minister of Lands,
Farks and Housing and HUOLMBEN FORESTRY LTD.. Copies of the Terms
of Reterence and Appraisal Spescitications, which were & part of
the agreement. are Tound in Appendix I of this report. in
acoordance Wwith the guidelines, ths real estate evaluation of the
Crown Wrant, Lot 225, was subcontracted to Jobhn Miller, &A.6.0.1..
of BuR. Coell &% Asspooiates, Inc.

A walk-through tield eramination of all aress was completed
during the month of June. The vislt to Lot 222 at Robseon Bight
was coordinated with the real estate appralser o allow 1n-the—
field discussions betwesen the land and timber sppraisers and to
make the most efdicient use of helicopter time.

Timber crulse data, provided by Reid., Collins ang Associates
Ltd,.  provided basic indtormation +or the appraisal input.
Although the procedures outlined by the Ministryv of Forests’
Coastal Log Based Appraisal Manual, dated Jdanuvary 1, 198%, were
generally followed in this appraisal, minor sodifications weres
applied to ensure consistency and improve acouracy. Average log
market valuss were established from long term trend analvsis.
The values prepared and submitted in this report are the
Appralser’s best estimates as of July 31, 1985, in terms of 1985
dollars.

HOLMAEN FORESTRY LTD,




2.0 SYNOPSIS

2.1 TFL # 39 Schedule "A" Exchange

The Take area totals 292,000 al on 396.4 ha of merchantable ares
tor a total estimated value ot $ 3,185,000, To =gual this value,
the Schedule "R Recelve area i1s estimated to reguire 332,000 ol
and cover an area of 378.8 ha.

2.2 TFL # 39 Productive Capacity Replacement

The Take arsas arse estimated to have a total annual productive
vield capacity of 3,700 m3 on 396.4 ha of merchantable area
{(440.46 ha total aresl. o gausllze Lhls productive capacity,
S518.4 ha of wmerchantable area, or a total of 602.2 ha. is
required +rom the Replacement arsa.

2.3 Crown Grant, Lot 223, Valuation
The estrmated timber voluwme on Lot 223 totals 27,249 a3 on
Z4.8 ha of merchantable aras for & values of % 329,500, The bare

Tand real sestate value i1s estimated at % 84,600,

Total Froperty Value, Lot 2235: % 414,100

WOLBSER FORESTEY YD
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.0 AREA DESCRIPTION

e

A | General

The geographic locatieon, general topogranhy, timber tyvpes and
quality, have been desribed in the crulse report prepared by
Reid, Collins. Theretore, additional ares description in this
report wWwill relate primarily to location and topographic features
attecting the operational chanoe. The location of sach ares 1s
shoawn on the Key Map, page iv. A set ot photographs giving
generatl views of the areas 1s +tound in Appendix [1. The
proguctive capacity replascement ares near U'Connor Lake i1s i the
Fort MchNeill Forest District, 811 the other areas are located
within the Campbel! River Forest Disgtrict.

3.2 TFL # 329 SBchedule "&"
3.21 Take Area
S.211 ER 1 — Robson EBight

The sliuvial plain in the centre of the ares would offer {fow
operationsl problems. It the srea were to be logged. small
temporary bridges would have to be installed in the river fan
area Lo provide acoess to & number of small islands in the
Tsitika River delta. I+ harvested during a period of relatively
low river flow, little disturbance and cost would be incurred in
the access construction and harvesting of these areas. The
agpraleal assumes that harvesting methods would have been
portable high lead steel spars and grapple varders. It 12 also
assumaed that a log dump would have been established at the mouth

_0% Toitika River.

The area to the west of the river delta consists of a timbered,
rocky shoreline. &lthough the terrain is rocky and somewhat
hroken, benches running raughly parallel to the water would
accommodate road and landing development within reasonable
yvarding distance from the water’™s edge. It is assumed that this
area will be restricted to high lead spar varding.

HOLMSEN FORESTRY LTD,



The areas to the east of Tsitike River is steep and rocky with
rumer ouse biudss. Matural benches in this ares, that woald
facilitate road and landing development, are intreguent within
reasonalrle verding distantce trom the water s edage. A saddle and
ridge running south of the area boundary would provide general
BCCESE. Divect acceses onto the ares to provide ressonable :
varding distances will be diftficult angd very costly. Lorg
varding diastanves woulld be espected. Theretore, some skyviine
varding 1 assumsd for this ssction.

Overa

1L 4or the area, 90 percent high lead spsr, &0 percent
skyline,

nd 30 percent grapple varding has been assumed.

el

3.212 ER 5 - Muskeg Creek

Aside from & rocky ridge between Maskeg Creek and a large swamb.
the area 15 relatively flat., rew problems would De encountered
1 road development, although some sodt and wet ssctions would
require substantial ballasting. HMarvesting methods ere assumed
to be & combination of &0 percent spar and 40 percent grappie
varding.

.22 Receive Orea

The Receive area is gentle sloping with generalliy very good
ground conditions. & steepn and somewhast rocky area 1n the
wostern section, inttielly included in the cruise compilation,
was excluded when area reduction was reguired to souete timber
valug between Take and Receive areas. This improved the overall
slope and terrain factors for the area. vcellent terrain
detlection, and the opportuniity +or a relatively inexpensive
parallel rosd svstem development, rvender this ares very suitable
for grapple yarding.

A combination of 70 percent grapple and 20 percent €par high lead
varding has been assumed. & mapn of the proposed ReCeive ares 1%
found 1in Map Pocket # 1, following the Appendices.

HOLMSEN FORESTRY LYD




3.3 TFL # 39 Productive Capacity Replacement

The Productive Capacity Replacement ares was selected on old.
iogged over timber licences to the south of O LConnor Lake.
Except for a +few small patches of old growth timber. growing on
rocky knolls or ridge tops,. the entire arga has been roaded with
farr to good standard roads. Logging technoliogy and road
regulrements may drastically change over the next rotation. It
Wouid be expected that a substantial value in the road
development would still exist when the present crob becaomss g
mature. Under present logging svstem standards, the relling to E
somawhat broken terrain would lend itseld primerily to spar high
lead varding. & map showing the proposed Productive Capacity
Replacement Area is +ound in Map Pocket # 2, tollowing the
ABppendices.

3.4 Crown Grant, Lot 223

Lot 2853, located st the south of Tsitibka River, is transected by
saveral river channels! old, over grown, intermitient ano
perennial . Except for the northeast corner, which 18 very steep
and rocky, the area is generally +tlat. Thne «lluvial plain would
offer 4$ew operational problems. I+ the ares were to be logged,
small temporery bridges would have to pe installed across the
river channels: bto provide access to a number of small islands in
the Tesitika River delta. I+ harvested during & period of
relatively low river +low, little disturbance and cost would be
incurred in the access construction and harvesting of these
#reas. Hoad development i1nto the northeast section of the
property would only be feasible in conjunction with development
ot the sdjacent areas of TFL # I9. It has been assumed that
harvesting methode would have consisted of &0 percent arapple
yvarding, 20 percent portable high lead spar varding. and 20
percent skidding with rubber tired line skidder.

o
.

HOLBSER FORESTEY LT0




"TSITIKA WATERSHED PROPOSED TIMBER EXCHANGE BETWEEN THE FROVINCE
OF BRITISH COLUMBIA AND MACMILLAN BLOEDEL LTD™

AFFRAISAL REPORT

AMENDMENT NO. 1

VALUE OF CUTTING RIGHTS ON TAKE AREAS

i
L

5

Crown cutiting rights, or "guota”, are not officially recooniced
aszsets thalt can be sold as separate entlties, a&lthough these
rights often constitute the prime values of a forest company’™s
assels. Transactions involving timber cutting rights therefore
always include manufacturing facilities and/or eagulioment that
often are old and obsolete and are considersd itiabilities rather
thamn assets. Conseguently., actual values paild for cutting rights
are diffoult to isolate. particularly 14 the transactions involve
manufacturing facilities and =sguipment that have value as a2 going
concern and which will be operated by bthe new ownese.

e

Sizre of the cutting rights. location, accessibility and stags of
development, terrain, transport distance, timber guality. siz
and density., local demand as wsll as the suiltability ot
integration with a purchaser s edisting operation in the ares,.
are all Yactors Lhat could atfect the potentizl valus of such &
trarnsattion. There have been isolaited sxamples, such 88 in the
northeast corner of bthe Frovinoe., where the value of the actual
cutting rights ot & defunct company has besen estimated to be nil.

Although it was commorn in the past to generalize that the orice
for Ygueota" in & particular regiron was, say, $ 10G/Cunit, and
actually pay that valus, this ie no longer the case. Fresent
Duvers are much more cadtious about the value and the expected
conversion return from potential acguisitions. Thereftore, we
have more site specific valuations and apparent fluctuations in
the actual price attached to the valus of the cutting right
transactions.

The value of cutting rights must e considered in the long term.
Exireme market flucetions should therefore have little ettect on
the price paid +or these rights. The tact remains, however, that
prices paid for cutting rights duwing optimistic and peak market
periods are considersbly higher than duwing depressed market
conditions. AaAs much as % 35/03 was paid for Crown cutting rights
in the Vancouver Forest Region during the high sarket periocde of
the late 19707 4.

HOLBASEN FORESTRY LY




Tsitika - MB Exchange Amendment No. 1.... page 2

Although recent (last two vears) comparable transactions are few,
and the actual value attached to the cutting rights is difficult
to isclate, values range as indicated below (sstimates or
uncontirmed reportsd:

Morth Coast @ % S5.00/mE
Mid-Coast 1G.00 ¢
Lower Loast (Upper Inlets) @ T 00"
Lower Coast (Sechelt): 25,00 7
Central Interior @ 25.00 ¢

Discussions with industry officials who could potentially be
interested in acquiring additiomal cutting rights on the lower
coast, indicate low demand and suggest values in the $ 10.00 to
$ 15.00/m% range. The current problems in the forest industry
and the closure of several mills appears to reflect the low
demand and value. In the longer term, however, projected general
timber shortages are ewpected to drive "quota" values upward.

The table below applies a discounted cash flow (DCF) approach to
the caloculated M. A.I. and estimated amnual net returns from the
Take Aroas:

MB TAKE AREA -~ ESTIMATED VALUE OF ANNUAL CUT

i b 4t St i b b s . eyt s e VTV SOTS. SR SOV FOOVE TR TR i e S T SATL S48 A SSAUD MR B i Homkd ke Py pe bperm RS R F4TFE Vi ST FreTS e S S LA A S804 Bl R A ekt iy iy Rt P AP Y T S M

ER 1 ER 5 Total
Estimated M.A.I., mEI/hal/yr 2943 785 2728
Take Area Volume, m3 286162 45742 291904
Take Area Estimated Net Return, % FJI9BH1 167263 707114
Estimated Net Return, $/m3 2. 42
Annual Net Return, % F0O30.78
Discount Rate, A 4 & 8
NFV of Future Annual Returns, £ 2RETIC 150513 112885
Value of Annual Cut, B/ mk &0, 54 {40,337 20,28

the net value of the annual cut eyvclusive of

profit and cisk, as applied to this specific srea,
rargie trom 200l asing an slabt percent discount rate, to
$ HU/mI o using a Four percent rate.

HOLMSEN FG

RESTRY LTD.



Teitika — MB Exchange Amendment No. 1.... page 3

Al though the annual cut would have this value to the present
operator, a prudent purchaser would likely discount this value to
allow for profit and risk. It would be reasonable to expect the
market value of these cutting rights to be about one half of the
above indicated values, % 153/m3 and % 30/m3, respectively, for
the discount rate examples chosen. & discount rate of about eix
percent couwld be supported for forestry investment in long term
secure tenure and wood supply.

A reduction in TFL annual allowable cut as & result of the
withdrawal of ER 1 and 3, must be looked upon as affecting the
average cost conditions of the entire tree farm licence. Without
an intimate knowledaoe of TFL # 39, it is the Appraiser’s opinion
that the Take Area net retuwrn, as applied in this concept, would,
because of the high cost of crew transportation,. be somewhat
lower than the average for Tree Fara # 39,

The Appraiser would estimate the value of the cutting rights on
MacMillan Bloedel’s TFL # 39 to be in the % 20.00 to $ 25.00/m3
range, representing a value of about % _80.000.

HOLMSENR FORESTRY UTD.




"TSITIKA WATERSHED FROPOSED TIMBER EXCHANGE BETWEEN THE FROVINCE
GF BRITISH COLUMBIA AND MACMILLAN BLOEDEL LTD®

AFPFRALSAL REFORT

AMENDMENT NG, 2

BARE LAND VSLUE OF LOT 223 BASED O YIELD CAPACITY

_ The bare land valus of Uusliva
i use tor s Farmiiod. im

= setimated at

= 25 200,00

imated value is derived using the following procedurs and

&, Yield Projection — The ammusl yvield contribution of Lot 283
to Tres Farm No. 21 was calcoulated using MacMillan cedel Lbtd. s
I

-

=1

vield sguations tor Douwglias tir and hemlock npplxed to the sid

: Limber tvpes on Lthe arss. Culminatlion ags vields wers calculated
initially for esch type o determing madimam anhual viseld (Annex
lar. Sz the productive arses 15 only 34,0 hectares, 1t 1is assums
that for practical reasons, the sares would bs cul as one wnit, LF
lTagoed. Theretore, on the Dasiszs of the caloulated weightsd
culmination ags of 7O years,. vield er1ECLLuﬁu ware mads for all
bvpes wusing - y‘ vigldd

ey .

of A7 2&
rotation.

1
= b. Appraisal Frocedure — i
' VL L were calowlated usis =31 mEth&ﬂ a5

Lo

The cure e Ty

gaEtlon.

—yze e

aif=¥ ivad as

rotaltions

1585 dollar
e hary

T~ PR VU SR
25T L AT

Grade distribulion was bas

ed on data provided by M2 from & sscond
growth stand harvested in the Fort MoMeill aresz. fae (77 vearst.
=it e (nostly 207, olune (27 B 2 AN BpDenles

ER] v g (2
gigstribution wers quite similar to o
= b s

SpEoies distribubion wWwas main amz a5 Lhe original,
although grade distribution was applisd as indicated by the Fort
MoMeil 1l fimber stand. Frint-outs of the aooraisal calculations
i
£

~ound L Annes 2.

ROLMEBEN FORESTRY LTS
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Tsitika — MB Exchange Amendment No. Z2.... Fage 2
Froijsocted mnarbket ”REUPE are the ssme a5 ths ones applled to thea
current himber stand fo LFR5. Eztimated upsset stumbags value
and conversion return are § 274 BI& and % IFI 427, respectivelv.
The converslion reiurm, Festry costs of 14 percent of
stwnpage valus (5 38 477y, or % I046 F3Z2 has been used as the base
value for peEricodic net returns sxclusive of anmual property tases
and real valus growth rate of timber valuss.

. Real Rate of Growth ~ Earlisr studies o+ long ters

appreaciation of coastal log values have indicated a real

inflation fres rate of growbth of about 2.5 percent per annum.
Therefors, & real rats of growth of 2.3 per canb pae annuwn has
Been applisd to the estimated conversion return of % 2935 429 Lo
come as periodic Vo-vear incomss from timber harvests of Lot 2235,
He net prasent value calculation is found in Annex 3. The
current (1983 property tax of 403014 (Ammex 4) has been zpplied
with an assumed growbth rate directly related to the tiamber value
of 2.5 perocent peEr annum
d. Discount Rate — The discount rate is ths most senslitiv
factor in determining the value based on long fterm vield iapacity
of the land. The real discount rate to be applied to a
Discounted Cash Flow (DCF) of this natuwre is di#%icult to
gstainl ish. Ezsically, the real rate of intsrest is the retio
betweaen bthe curvrent prime orrowing rate and in%latzmﬁ ratel
i - f
R = ————
1+ 1
whare! R = real discpunt rate
i = nominal bkank rate
+ = inflation rate
=Y T me O 3l
ML N
mehilo rater o
g dintlation and prime
Fate fluchuat ironized: . the indicsted
Famal Rats iibhin & few months.
Hecause of appraisal, the
acoumul ated average alvased, a Real Rate of

Interest of Z.07 %,

HOLRSEN FURESTRY LTD




Teitika ~ MB Exchange Amendment No. Z.... Fage 3

Depending on individoeal oF company policies, tvoe of business,
financlsl status ang length of discounting period, various upward
atjustments may be made Lo the bhasic real rate of interest.
Apolies to timbasrland waluation for fubure harvests these
aojustments &g estimated Lo rangs as outlinmed in Tabls 1:
Table 1 - Estimated Real Rate of Intsrest OGdiustments
FReaszon +or Adjustment Ad justment

Short term Long term

a. Risk of Loss of Timber G.0O to 1.0 %
b. Risk of ddverse Change in Tenurse G0 to 2.0 %
€. Bhort vs. Long Term Investment 3.0 ta 1.0 %
d. Economic Stability {climate) Q.0 to 3.0 %4

ing these acgjuztments to the Real Rate of Interest indicated

BRiy
above, the adjusted discount rates indicatsd in Table 2 srs
amppliied to the 17971 and 1781 appraisals:

Table & - adiusted Discount Rate, %

1985

Long

term
Real Rate of Interest 3.1
Risk of Loss of Timber 1.0
Risk of Adverse Changs in Tenurs G.5
Short vs. Long Term Investment 1.0
Economic Climate (stability: 0.5
Indicated Discount Rate 6.1

i

4
£

£t

US4

i et TErm inv@%thﬁt I3
timber 1s considesred acosptanl gey by Bernetit B,
Foster in the asrticls ”Hultiple D1 ataunt Rates for Evaluating
Public Forestry Investments® (The Forestry Chronicle. Faebruary
1¥TI . A discount rate, rounded to & percent was thersfore wused
in czxlculation of the presant net valus.

& company tax rate bas not been applisd.

The net present value of fubure n

et cash flows, or the bare land
value, is sstimated at $ 25 877, or $ 71

.91 per hectarsa.

HOLMSER FORESTRY LT
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annax 2

VANLOUVER FOREST REAICH Page |
APRRAISAL DATA SHEET
R R R R R R R R R R R E R R R R R R R R P A PR R P F PR LS R P E R AR R F R F R A FR R T LR R FHH 4
Ligence: ERL Lot 223 fiopraizal Date: ERTEIRA]
Cafiting Persit: Crown Grant Béfective Datel 356261
Logatiga:d Rabzan Bight Farast District: Cempbell River
figgroved Lrulse! H Tenurs! i
y=1, a=d} TFLEFL =t
Het Yoluse, a3 17828 TR =2
kréa, has 8.5 Barkater: {
Sigs Slope, 1 20.2 Bajor=l, Saall=l 1
Tetrain Codel 1.55 Ters, yras i
Lag Yol. ide, a3l 4.75 Annual Yolume, 837  F742:
Loy Vol {staledl anual 0o Bavss 189
Het Yol/tree, adl 1.1%
Brade, it Baisas  Ledar Cypress Fir Hemtotk Fine L. Soruce FPine & /5 Total
Peeler A 0.8
] 0.9
£ 16,0 0.9 §. )
Lusber D R &0 3.9 1.4 1.0 0.6 5.0 0.4
F 3.0 0.4 1.6
Saplag H 0.4 4.0 0.9 34.9 5.4 0.4 0.0 0.0
i 3.4 13.¢ 0.3 1.0 9.8 0.0 4.4 4.0
3 .0 2.6 0.0 26.0 9.0 100.0 32.9 4.0
Shingle K 8.8
L 3.0
# 5.9
Uralsty 3% 100 5.0 .9 3.6 13,4 gl 5.0 3.0
LhipkBam ¥ Y 2.4 8.4 8.4 1.9 4,0 0.0 VIR £ M
Topal % Wi 160,90 9.6 100,80 100 190,00 100,90 e et
Total Het Yoi, adr 8590 7i4 4 1342 19373 pe:] &459 g 1918 27426
Daray, % : 8.2 1.4 6 3.9 3 i 1.2 G .4 4.4
Slope Class, & o4 S~t4 13-4 25-3% 3544 4534 3E-6% 0 &E-74 0 TI-EE BE-94 ¥
104 i i 3 3 3 3 2 t Vi 1 7

R R R R P R R R R A R R p R R R R F P R R PP R R R S R R R R R R L R S PR E R R R LR F L RS R R LS E 14
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ROAD COMSTRUCTION CO87S Fage 2
FEE R R R R R R R RS R R R R R R R R R R PR B R R L R E R PR R R P E R R 43S

Licknce! ER? Lot 223 Cutting Permit: Drown Srant
Voluse, s 27425
Highway trucis 1
Sté-Highway trucks 2 2
Frapt-End Loadar 1
Haev?ﬁ-cca Loadar z i Road ¥idth, & 5.9
Sét‘i:i-an Lonst. Side Brade Rock Ballast 3Ballast Bit Ballast gEnd Bail. Haul Grade
Length type  Slope Rock Hardness Type Bagl  [lass Hardress Haul Read Pit
é B/H=t Soft=i Gravel=i Distance Gravel 5/4=1 Eley. Elev,
. ke Cat=} 4 % R/HsD RockeZ ka I-%  Hargel k@ 2 i
PR R R R R AR R R R R RS R R R A R R R F R R R R R R R P PR PR R PR R R R R P R R ER A E R R AR B SR E N BRI RY
1,43 i 1.5 G i i i 3 i i 58
0.4k i 5,3 2 1 2 2 3 § 50 a0
G, H 14 33 2 2 2 4 i 156 a0
4,99 i 83 &4 2 2 3 L) i 156 3%
3,15 f g3 73 2 2 z ) 1 260 S0

R R R R R R R R R R R R R R R R R R P R R R R R R L R R R R R R PR R R A P R AR R RS R AR 1S

Ssction  Const. Ballast Ballast Bagic Eallast Ballast  Total Section

kemgth Calsgory  Besth Voluge fAverage Cost Cost Lost tost Cost
Bradisnt BiH

13 1-4 & &3 1 3/t 385 $/ke $ika $

R R R R A P R R R P T P P R R R R P E R R R R R R T RN R R RGP AR R EH R R TR 424

1o83 1 H Y -4 7ol 1.73 11778 18878 2&9%3
0.45 2 8.9 F58¢ ] 12,2 5.74  I7587 49787 22962
.48 3 9.4 3540 g 24,8 &.74 23845 0445 9480
0.6% 4 G 0 3 34,9 b.74 0 499G 4451
4,15 3 it G 3 &2 &.74 ¢ &2000 ERLES
i i i g 3,00 { & G

9 i G & 4,00 ¢ il i

i i g it J.44 i 0

G i G i 0.6 G ] i}

4 i i 4 0.60 i i §

R R R R Rt R R R R R P R R R R S R A L R R FF A R AR R P R R R P R R R A R R R L
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An SRud
ROAD CORSTRU

PR AR R R R R R R R R R R F R R R R R E R R R R F PR AR R R R A R R R R AR TR AR R R P R AR R AR R R TS

TIon Losts

5%
Cuiveris:
Grainage Class Type Giza iLenglh
a
{.iCross Grains Betal 00 em
2, ‘daasonal fsaall stresss wWood i Bl
3. Interasd/zediua streass wood 1.5 22
4, Perennial/iarge strasas dood 3.75% a2
Gtner installations neisl i 1%
Hets H 2
fetal P22 14

Hi

1dges]

Lacation Share Erib &t Bpan
Ratio 1 &

Tsitika River 4.8 9 3

Special instaliatioss

scellaneous Developaent Cests!

£t

po ]
i A v |

w0y
ho

jor" 4
oy

T4t

YELOPHENT COST SUMMARY
3 Distasce @verage  Total Unit
Cost Lost Lost
ka $ika % £ 143
FEEEEERERIERREERREEELEIRE R R R AR EF R R PR LA REERLRTRE
ads 2.5 b it 72758 2.53
iverts LR ]
idges S77 2,42
aiEilanabus ¥ 4,49
tal Developaent Cost 4.5 36718 1.41

f%ii*f%*i*ii*%¥§*i**%%ii%%%i*%ii*iﬁ%i*iiii{iiiiiii*¥§i

Rugber

Huzber

—

3 g
[ 0 I
o

Kx e D

Lo

Cost

(X
<4

£l o A o~

g
]
i

¥

Page 3
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AT TUR SRS AT s
OFERATING CUSIS SUMRARY, /a3

E R et R s R R e L e e R R R g AL LT ]

Phase

Develogaent
Ecaés kgl
Landings (8/ka)
Ldgs. A/C {ald
Siid Tratls
Fell & Buck
Blowdown Area,na
Rffecied 2
¥a§cin§
High Lead Spar
Syyline
Frapgle
Halicoptar S-t-d
glicopter 5-t-1
Sxiddina, FEL4r.:

H

RTLS (TiL=1)

Ezss
5113

L%&éisg
Heelboos
Frost End

Voiuae

% of Yot

Eailiag tone Lype onlyl

Highway (&3/1d)
Dn-0¢F Highway
Dff-Highway
Lycle tige:

i Branch

. Hainline
Highway
Loading time
dnloading time

Total tine

Swinging (km}

Road Mtce, {kaj
Spring open (xm)

Dusp/Sort /Booa/ §c.

{Systea ¥ -4j

Rekaul, RTT ain

Unavgidable delay

2.31 1
i HU]
0 §
i

]

g
26
9
LI
]
bl
45 g
{ 41
§
¢
{}
&l
40
G
§
{ 100
Bist, Loadsd
ki kph
1.4 10
G.8 i
8.4 g

{Log avg.,adl

6.4 g
1.8 199
i 100

o

Voluze

EM

10976,

Lo e A x5 0l AR o O

16355, 4
H0970.4

27424

744

Untrended
Unit Prorated

1.4t L4l
614 0.14
0.0 G, 9%
0.06 .60
3.52 3.52
8,34 1.27
4,90 pREY
S 23 2.09
0. 64 0.048
.40 g.04
3. 86 1,39
0.60
§.00
4,08 2.43
1,82 G.41
9.9 §.00
&, 50 .00
1,46 1,46

Tige

Ein

14

3

§

9

3

Tz
PRY .00
4,59 6,59
Ga % G40
3.0 .01

Page 44

frengsd

s
LO%L

Lo o T S 0
S Bk
o o wn
R A

Lk
13
L)

"

o

Lo
~d gty LI

H

S o
:
Lror) o 1
8

0.5
0.64%
IR
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OFERATING (0575 SUMMARY, #/al Page 4B
R F R R R E R R R R R R PR R R R R R RS F L E R R RS R A E R HH R 7
Phaze Voluse  Voluse Untrended Trended
Water Transport

Fros! Robsen Bight

To:  Bambier

Ratz, slaly Lu
Towing 600 0.00 8. 00
Barging P 2.1 .29
lLiaks Tom, kal G ] & &, 06 .00 G.
Owikeng Transfer.
Hachaeil G 0 9,00 0.0 G.08
Sheeaahant 9 i 9. 40 G430 §.00
Crdw Transport 337 3.57 3.65
Crusay, RIT =in 1i0
fo#n Run,KRT ain 1t
amauting Crew, i 100
Joat Lrusay, RRT &
Lagp G5 5,33 0.506
shop/Otfice anly t
{raw size, 4 0
caap Deocuploy, & 4
§ingle Dcoup. # ]
Cogkhouse loss 0,06 G.00 G.09
Regoie Op. vessl 0 -0.2%9 -0.2% -G
ite Specific, ¢ i G090 §.048 0,34
b Qverhead
en.k Adain, 2.5 2.55 2.7
Operational hedi b.41 £.93
Hiscellaneous §.00 4,040

R E R R R R R R R R R R R R R R R R R R R R PR R R P R PR RN R R RE
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GPERRTING COBTS SUMMARY, $/al Page 4
FRERES R R R PR PR F R R F R F PR R R IR R F LA
Licence: ER1 Lot 223
Cdtting Pergit: Lrown Brant
Forest Bistricts Casmpbell River
Lacation: Aubsan Bight
Apgraisal Date: BEOTIH
tffective Date: gsiaut
Yoluase, al: 21425
friea, hal 34.3
Fhase $/33
Zgvelcpasnt 1.55
Felling & Bucking 3.2
Y4rding .36
Skidding 1.3%
Lyading Z.84
Hauling 1.44
Swinging 4.08
Ruad Hainiesance ¢.59
Map/Sort/docasSeale 3.0
Wadter Transport 2.4
DWikeno Transter 0.04
Criew Transport 3.37
Cdmo 0.55
Eﬁakhuuse Logs 0.0
Resote Ogeration -0.29
Overhead B.9%
Wiscellaneous 0,60
Tatal Untrendes {ip. Cost 32,41
Triand Factor 19849
Total Trended Op. Cost 38,17

PR TR F R R R R R R TR R R R RPN R R R R R F A R R4 E 0252
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YERCOUVER FGREST REGIGH STURMPAGE CALCULATION Licence: ER} Lot 233 Page &

Forsst Bistrict: Caaspbell River Cutting Peraif:  Crown Grant
Appraisal Datel 0731 Yoluse: 27426 83 Location: Robson 3ight
PR R R R R R R R R R R R R R R R R S R P R PR F R R T F R F I TR R R R R AR
slilz
Balsas  Cedar Uypress Fir Heslock Pine L. Spruce Pine B. 075 Total
Fro-rated Seiliing Price 44,28 6L.8% 0.0 55TY 0 .33 780 3222 G060 3517
Frifit/Risk Ratig 6. 14 USE Y 4. 14 0,14 ti% .14 9,00 g, 14
Hiscount Yalue 8.8 S4.Is 0,00 47,18 35.2% 0 1570 8IS 0,90 30.8%
Sperating Costs 35047 3.7 0.68 3547 3E4F 0 3T 3517 0,00 35.17
Cgnversisn Retarn .12 28.89 G.09 18.5% 08 -17.37 37,08 4,ch .80
Indicated Stuapage AR 9.0 I 4 6,12 -1%.46  28.1% §00 -5,32
Protit/Risk .44 7,60 4,00 b, 4% .94 2,26 8.87 4.0 4,32
Vafuation Factor 3.5 4.72 G.00 .84 4.02 $.00 0.74 4.40 0.490
» Upset Stuapage .68 1910 g.00  11.9% 322 1.43 2819 0.0¢ 2.81
= Pro-Rate
2 Prio-Rats Value, $/a3
Borus Bid, /53
Final Stuspage L8 NG 600 1099 322 LA 281 0.0 3
' Royalty rate .00 1,08 6.00 G.00 4,00 0.0§ 4.06 0.09 0.4%
Fimal 8ipg.iess Rovalty .68 1919 .00 1,99 3.2 £33 28,19 0,49 2,81
Base AMY, $/83 44,28 6L.B6 .00 BT LI 17,99 2,22 L9 3547
Small Gperator Indicator K& kA Lt HA L HA HA HA KA
Cgde Tvpe: 9
Yol uae 1l 4599 74 & 1342 10375 28 8439 i 1913 2742
Total upset Value, § 237 13833 14083 33387 30 182041 g 3396 274838
i Tgtal Cenversion Returs, 3 &008% 19059 ¢ 23934 52492 -483 239349 9 U 3%54E9
Total Indicated Valus, § 24232 13833 & L4445 1240 -343 12081 S e KO L
R R R R R ER R R R R R R R R R RS R R R R R R A R R R R SRR TR R R R4
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FOREST MANARGEMENT RODEL

AREAD

Hachiilan Eloedel

TYPE: ail 1985 Value of Futurs Lrops  Crown Brant Lot 223 - Tsitika

1985 % Subsequent Rotations

------- 1985 i

Fotation Years it

Final Cut Year 1983 2653

fears to Discount 6 HH G § ¢ i

Inflation Rate 4 ¢ ¢ g 4 0

Eugulative Inflation Factor 1 1 { ! i i

Real Lpgging/Forestry Chge. 0,028 .02 4,025 §.025 0,928 4,028

Cuaulative Log.Lost Facter H 563 1,08 140 £.00 108

feal Log Value/han.cost Change  0.023 4,023 §.023 6,528 4,028 0,523

{usulative Log Value Factor i HEl 100 100 1.00 1.46

Resi Hilling Cost Change ] 4 0 4 9 G

Lus.Milling Cost Factor i 1,00 1.60 140 1,00 1.40

Real Lusber Price Change 1 4 ¢ 4 H §

Cuguiative Lbhe. Price Fach. t 100 1.0 R LG0 L.00

Real Chip Value Change 0 ] H ¢ 9 §

Cumuiative Chip Vales Fact. t 1,00 LGt LG 1.00 L.00

Tax Rate i i G 8 4 g

Hiscount Rate G086 .06 0. 06 G. 06 4,08 0,06

ALT.% {0 INTEHSIVE FORESTRY:

Harvest Yoluae: 1983 2053 9 i ¢ ]
Merch 57L Voluse G 1 6 4 G i
Merch Pulp Log Vol

Seiling Price: 1983 2033 il i ¢ ]
S/L Belling Price IF54E9 i ] 0 ¢
§/L 5.P. Adjustaent § N7 { Y G 0
Pulp Log 8.P.

FilLog 5.P. Adjustant 0,94 .08 .00 3.00 0.40 .00

Lusber Recovery,

Lugber §.F.

Lbr.8. P, Adiustpent 40 4,09 8,60 §.40 .99 0,46

Lusber 3.F. 0.490 .00 9.00 .00 G.080 4,00

{hip Value, Current

Chip Val, Adjusted .40 .08 0.040 3.0 0.08 0.00

Chip Recavery Factor

Chip Saies Yaiue .40 8,00 .00 0.06 ¢.00 0.08

Tetal Ssiling FPrice o 2237551 ¢ ¢ g g
QFERATING LCOS73:

Tot.Log Cosi,Current

Log Cost, Tine Adj. §.00 9,906 0.94 0.08 0.00 0.00

#iiling Cost, Curr.

Hilling Cost, Adj. 3.50 G.00 3,06 006 §.00 3.08

Chipping Cost, Curr.

Chipping Lost, Adi. 3.40 §.00 9.0 .00 §.00 0.90

Adein.Sales,Corp. 0.4,

Adain.Etc. Tise Adj. G40 3,00 .00 0,40 4,00 1Y

Total Sperating Cost 440 ¢.00 0,00 0.0 .00 0.08
CONVEREION RETURN: o 2220097 i G 0 il

annex 3
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FOREST MANASEMENT NMOREL - AREAS facHillan Bloedei
TYPE: All 1985 Value of Future Crops  Crown Brant Lot 223 - Tsitika

Subsequant Rotations
1985 2055

ECONGHMIC cvALUATION

QFERATING INCGHE ¢ 2207097 ¢ ¢ ]

FORESTRY COSTE:
Rekabilitation
Planting/Sesding
grush Cantrol
Spacing
Fertilizatian
Road Rep, % Mtcs,
Survey & Layout
Gverhead and Other 14% ot Stpg value 3g4n7

Tatal Forsstry fost G 38477 9 9

Total Forestry fest, Adi. 0 286757 0 g

F.P.Tax Eig. Ann.Cost 303,14

Yax.Forestry Inceatives Etc.

Tax,For, Incantives Adi. § 6§ { g ]
TAYABLE INCOME -403  20103%¢ { ! ¢
Atter Tax Earmings ~40%  29103% ¢ G &
£.C.A. - Hew Lap.Investaent

Cash Flow Afler Tax -4G3 2010374 ¢ 6 g
Pres.Value of Cash Flow AT, ~443 3739 g 9 i
Pres Valus of Fet,fnn.Costs -11it4

Bum WPV of Cash Flow A7, ¢ 23877

Annax 3
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Annex 3 -~ BANK DOF MONTREAL FPRIME COMMERCIAL LENDING RATES
RELATED TO INFLATION
Yearr Prime Indicat. Indicat. Rocum. Frevious Previous
Lending Inflation Real S—years® 10-vears’
Rate Rate Rate Average Average ~Average
1761 - &2 - T4 1.27 4,22 4.22
19462 — &3 S.82 1.88 3.87 4,04
I963 - &4 S5.75 1.84 Z.84 Z.97
1964 — &5 S.75 2.41 .24 .80
1965 — &4 5.%1 3.5 230 .50 3.50
1744 — &7 5.70 I, 67 2.13 3.27 Z.08
1967 — 48 .51 .11 2.31 3.13 2.77
1948 -~ &9 7.18 4. 47 2.5% Z.06 2.82
1969 — 70 8B.44 Z.2 5.01 Z.2 - 87
1970 — 71 7.15 1.95 S5.10 S.46 Z.43 3. 46
1971 — 72 &6. 10 5.5C Q.57 Z.20 3.11 3.1G
1972 — 73 65,37 7a.2b ~3.83 2.8646 2.49 2.63
19273 — 74 F.70 11.63 ~1.73 2.51 1.62 2.07
1974 — 75 10,19 143.98 ~C. 71 2.28 .48 1.467
1975 — 74 2.7% . 73 .05 2.13 —3.53 1.45
1976 — 77 .28 7.15 1.99 2.12 —~0.25 i.43
1977 — 78 8. 560 7.84 Q.70 Z2.04 .06 1.27
1978 — 79 1i1.44 To67 3.50 2.12 1.11 1.37
1979 — 80 14.46 7.38 4.464 2.25 2.13 1.23
1280 — 81 16.57 14,29 1.99 2.24 2.57 1.02
1281 - 8& 18.37 10,50 712 2.47 .59 1.47
1982 — 83 12. 866 5.52 &.77 2.467 4.81 2.43
1983 — B84 11.4%2 A.463 ba. 49 2.83 5.40 F.26
iF84 - B85 11.58 2.95 « 38 3.07 .15 4.16

HOLMSEN FORESTRY UTD.




4.1 General

4.0 APFRAISAL PROCEDURE

Cost and value calculations in this appraisal generally +oliowed
the procedures outlined in the B.C. Ministry of Forests® Coastal
Log Based Appraisal Manual., eftective January 1, 1585, The cost
base of the Manual i1is Jduly 1, 19835. Although the updating of the
cost base increasgd the Logoing Egulipmenlt Hourly Costs slightly.
the revised Trend Factors decrsased the total cost allowante by
i to 15 percent in relation to 1984 appraisals. It was
recognized that the trend factors previousiyv used had been
overestimated because of the unexpected rapid decline in
inflation rates. The 1989 revizions appear, howsver, to
undsrallow operating costs somewhat. The appraisal caloulations
ware programmed on oa Lotus 1-2-% spreadshest for IBM {or
compatible) microe computer application.

Slthough realicstic cost estimations and acocuracy of all input
were important factors in the appraisszl, consistency in The
apilication of information and data was the prime ocbisctive.

With this object:ve in mind, minor moditications were made to the
appraisal caloulation procedures when the computer spreadsheest
was constructed. Samples of the micro computer program output
have been checked against the Ministry of Forests” mainframe
compulter output and contorm closelvy.

Data inpult was derived +from timber cruise and terrain information
collected and prepared by Reid, Collins. Discussions were held
with MacMillan Bloedel administrative and operational stati to
obtain actual current cost and productivity 1nformation. Road
development regulrements and log market values were assessed by
the appraiser as described in the following sections,.

Appraisal dats input and computer input and putput summaries are
ound in the 4foilowing appendicos!

ER 1 Robson Bight Appendix 111
ER 5 Muskeg Ureek . v
Receive frea Schedule "4" (Egual Value) * vV A
* " » * {(Equal Volume) " Vv B
Erown Grant Lot 223 (Call Grades) " V1 A
" " " {(Computer Grades) ” VI B
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4,2 Figld Examination

Maps and asrial photos were carefully examined before visiting
each block to identity potential problem areas for closer
attention in the +ield. The aerial (Robson Bight properties
only) and ground i1nspections provided & broad picture of the
topographilc and timber condition ot each block and their relative
difticulty in development and logging chance. Farticular
attention was paid to past and present roed construction related
to proposed developments. Fotential extraction routes for all
areas and a log dump location at Robson Bight were also
identified.

4.3 Read Development

A map layv-out of the potentially reguired road development waeg
pregared for each arca. Detailed topoographic maps were provided
by Machillan Rloedel +0or most areas. rroposed roagd locations
were drawn with the aid of photos and general impressions from
the field observations. The proposed development lavouts are
strictly hyvpothetical. Extensive engineering would be reguired
for the preparation of an appropriate logging plan.

The theoretical development was designed for harvesting of all
merchantable timber with conventional loggling eauipment,
primarily portable high lead spars and grapple varders. Each
road was 1dentified and the distance measwred and summarized by
area {Appendix VI1).




/.31 Slope, Terrain Group and Construction Category

Slope and terrain information from the crulse data were
summatr i zed +or each ares to forsm a consistent basis $or input to
caitculate road costs. # program was developed to distribute the
total road distance to be constructed over a masimum sSix possible
road construction groups in each ares. The average s:1:de slope
and area distribution +or sach slope grour were calculated and
correlated with terrain distribution to deteraine the road
distance to be gonstructed within sach of the si1x groups
{(Appendix VIIIY. The average slope derived 4rom the cruise data
was modified to account 4or the location of roads and landings on
iesser than average side slope. A oreduction of O-5 peroent was
made to slopes less than &5 percent., and & ten percent reduction
was matdse Lo siopss over &5 pergent. Uither road conatruction
input data were determined from general +igld impressions. The
road cost summaries sre found on pages 2 oand 3 of the respective
area appralsael printouts, Oppendices [I1 to VI

4.4 Uperating Costs

The operational data input +or esach ares 1g found on pages 44 and
48 of the sppraisal printouts. The values selected are based on
the sppraieser’ s judgement and invesztigations as well as on
intormation obtained from MaecMillan Blosdel and the Ministry of
Forssts.

The respective phase costs are computed sccording to the
apprasial manual, incorporating the appropriate trend facteor to
generate the estimated operating coste as of July 21, 1985,

4.5 Log Market Values

£.51 General

The establishment of log grade distribution and reslistic log
price levels for all species and grades is possibly the most
critical aspect of this apprarsal. Frojection of historic log
prices to a "normal” level during & period of highly fluctuating

P prices and a depressed economy is difficult. It has been further

complicated by the introduction of the letter grades in 1981
which replaced the old industry and statutory grades.

HULMSEN FORESTRY 7D,




Avallable dats has been caretully analvsed and the results
thoroughly scorutinized and discussed with MacMillan Bloesdel and
Lanadian Forest FProducts log smerketing specialists, in the
opinion of these specialists and the appraissr, the estimates
derived are reslistic and consistent.

4.32 LOF] Log Price Analvsis

The Council ot Forest Industries” log price records by species
antd grades were analysed from 1960 to end of Jume 1985, During
thie period the log pricing has evolved +rom $/MBM through $/7Ccf
to $/m3. Marny changes have taken place with tnhe introduction of
lumber reject and pulp sorts, and most recently, letter grades.
Although the possibility of inconsistency within any one of the
grages over such a long period is relatively high, the COFI data
ie bthe most complete and reliable data avatlable +4or Coastal
British Columbia.

Al individual leltter grades that could be isolated were
summerired separately. Letter grades that could not be
segregated in the historical data were summarized as aroups. The
data was trended to mid-vesr 1985 using polvnomial as well as
natural logarittm curve $itting. The reqgressions were plotted
over the actual price graph without adiustment <for inflation (Ses
eramzles, Appendices 1IX & X). The trended values were summarized
and compared with averages for the last five vearsi: {for the
tirst six months of 198%, and wilh the actual all-~time high
anfiual average value.

i The grouped grades were prorated to individual grade values using
the average last five-vear percentage price deviation from the
grouped value. The graphe and the log price comparison summary
waere closely examined to select the closest and most realistic
relationship (Appendix XI). Subsecuent to the review and general
acceptance by the industry log marketing specialists, the
selected log vaelues outlined in Appendix X1 were used in the
appraisal to compubte Average Market Valuss (AMY) by species 4or
gach individual area in the timber exchange.
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S.0 DETERMINATION OF PRODUCTIVE CAPALITY

5.1 General

The timber exchange includes the replacement of proguctive
capasity lost from Tres Farm Licence # 39 in areas removed for
the scologioal reserves. The Productive Capacity Replacement

2 area 1% to be included with the Schedule "BY lands of the TFL.
o Area and forest classification system has been described in
cdetail] in Reid, Collins™ report. The appralser has assessed and
analysed the date provided, applied vield predictions according
to the established site indices, and made appropriate srea
adjustments to the proposed Replacement area. 6 suwnmary of the
proguctive capacity exchange calculations is found in Gppendix
XII.

.2 Determination of Site Index

The site index on all areas was determined by Reidg, Collins using
the "Site Index Curves (Sept. 19797, contained in the Ministry
ot Forests. Inventory BEranch™ s Field Handbook (1983:). The
reterence age s 100 years. The Take areas are classified
according to the old Ministry of Forests” labelling system, whils
the Productive Capacity Replacement asrez is classitied acocording
to the new system. The new labelling system and the more
detalled photo interpretation and stand typing o the Replacement
" area has resulted in more refined and detailed information for

5 this area thamn +or the Take areas.

The heightlfage relationship for determining site index appears to
be relatively consistent where the forest stand has reached a
tree growth stage. In very young stands, however, and where the
stand has been subject to suppression from overstocking or a
residual overstory, determination of site index becomes less
precise,

To ensure consistency, Reid, Collins determined site index on the
basis of the primary forest tvyvpe within the stand. Wherse a
sgpcondary forest type ssisted in the $orm of a scattered
overstary of residual mature timber, the productive capacity of
the site may, however, hbave been underestimated. The indicated
gite index for the overstory, was invariably considerably hiogher
than +or the itmmature stand underneath. Low sites, lesss than
S.1. 1& at 100 years, are generally considersd inoperable.

HOUMSER FORESTRY LTR
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Theretore, any type classified lower than 5.I. 186 was e«tluded
from the calculation ot productive capacity for the arsa. Some
of the immature stands with a scattered overstory of mature
timber fell into the low site category. This would not have been
the case if the site index had been based on the height/age
relationship of the overstory.

Lonversely, an overestimation of site index may ocour in & mixed
speries stand such as Douglas firJhemlock, wheres the site index
is determined on the height dominating fir. &n example of this
is Type 8T in ER 1, Robson Bight. The estimsted site index,
correctly derived from the height/age relationship of the
dominant/codominant fir tress in the stand, is recorded as &8.
This i1s eqguivalent ta a Mean Annual Increment (M.ALL.) exceeding
21 m3 per hectare per vyear. although such & high vield ig
potentially achievable under intensive forest manacgement and
tdeal conditions, it is guestionable under natural growth
conditions and particularly where the site indices of adiacent
stands do not excesd 42.

e ¥ield Table Selection

Yield tables or vield esguations applicable to matural stande in
the general region were obtained from three sources!

Ministry of Forests! “Forest Inventory Zone "B",
Volume—Age Curve Index by
Growth Type and Site"
MacMillan EBloedel: “Yield Tables for Natural Stands
of Douglas—¥ir and Western Hemlock®
Crown Forest: *Johnstone Straits Yield Simulator”

The data was compiled using the variocus yigld tables as well as
welghted average site indices at 100 and %0 vears. The MacPMillan
Bloedel yield tables were considered most suitable and aceceptable
for bhe analveis. The Ministry of Forests” table was restricted
to the old classitication of Good, Medium, FPoor and Low sites,
and therefore did not accommodate the detailed site
classification avallable in this appraisal. The Crown Forest
vield simulator uses only one culimination age, 77 vesrs, for all
sites, and is developed for mixed hemlock-fir tynes. The swmmary :
in Appendix XII1 compares the various methods investigated in the
productive capacity exchangs analvsis.
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&£.0 VALUATION AND ANALYSIS

&. 1 General

Mormal stumpage appraisal caloulations, incorporating pro-rated
selling prices, profit & risk ratio., and ocperating costs were
completed +or all areas. Total upset stumpage valug, total
conversion return less royalty (i applicable), and total
indicated value were calculated for each area. Al thouagh
conversion return for some specles could be negative because of
low &MY or high operating costs, the total conversion return for
the area was considered the most sppropriate measure of value for
the timber exchange. The summarized values are found on page 9
of the appralsal print-outs for the respective areas.

Because of the relatively low volumes and value ditferences
involved in the euchange, no discounting of values is warranted.

4.2 Schedule "A" Land Exchange

48 1t was proven iopossible to eguate volume as well as value, it
1% the appraiser’s opinion that egual value should weich more
neavily than egual volume in the exchange negotiation. To assist
in neqotiations, calculations are presented for the egual value
as well as the eqgual volume concept.

Several trial recalculations of the Receive area and volume were
reguired to establish the boundaries of the area which would give
equal value ogr volume. Recompilation of log grades and decay
factors for the revised area was reguested and obtained from
Reid, Collins when & close estimste of egual values had been
obtained. The coloured area of the map in Map Pocket # 1
tollowing the Appendices. outlines the area reguired to eguate
valiE, The heavy dashed line indicates the western boundary of
the Recelve area reguired to approximate sgual volume. 6§ new
Jrea summary by timber types is printed on the map.

HOLMSEN FORESTRY 1T
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Table 1.

[ the two

below, summarizes the values and volumes calculated for
oplions.

Table I — Valuation of MB Schedule “8" Exchange Lands
l.ocation Grea Volume Convers:ion
ha M Return, $
Take
ER1 Robson Eiaght Z18.4 246, 162 Lo Gbb&, 317
ERE Muskeg Creek BO.E 45, 747 518, 453
Take Area Total 356. 4 291,904 3. 184,770
Receive (= Value) =78.8 SI1. 644 5. 184,65%
Ditference(= YValus) “i17.6 40, 742 -117
Receive (= Volume? aEe. 2 DRI 94 2. 7B4 5460
Diftference (= VYolume) -, 2 ey £ -4, 210

The main factors contributing to the value differesnce if egual

vorluime 1

s considered arel

&. Substantially lower AMY for hemlock on ERI,
Robson Bight, than on the Receive area.

b Higher operating costs on the Robson Bight area.
Although hauling cost is considerably lower, varding
and crew transportation are much higher at Robson
Bight than on the Receive area.

The fAppraiser recommends the acceptance of the equal

value concept. The Receive Area should be established

at 378.8 hectares as putlined on the revisesd map to

provide a replacement volume of 331,446 @3,
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6.3 FProductive Capacity Reulacement

The estimated productive capacities of Taeke and Productive
Capacity Replacemenl aress are summarized in Table 2, below. Map
Focket # 2 contains the map showing the proposed division of the
area. The proposed division line runs paralliel to the western

 boundary at a distance of 1890 meters sast. The western section

ot the area borders on three sides to TFL # 39, Inclusion of
this portion with the TFL was considered the most logical for
atgministrative and operational reasoris.

Tahle 2 - Productive Capacity Replacement
TFL # 39 . Schedule "B®
Location Total Frod fvg.MAT  Ann.Yield
Fa fia fTion / brad ma
Take
ER1 Fobson Bight S34.9 0 Zi5.& .3 2,945
ERT Muskeg Creek 105, 7 20,8 F e 7 TES
Take drea Total 44,6 IT96.4 9. 40 3.728
Replacement &G, Z Sig.4 FPNis) Ll 751
Difference i6l. 6 122.0 La 2t 3

It is recommended that an area of &602.2 ha,, as outlined

on _the map in Map Pocket # 2, be incoarporated in

IFL. 8 39, Schedule "B* lands, as Productive Lapacity

Replacement for areas proposed for Ecological Reserves

No. i and S.

The main reason for the additional area requirement to equal
productive capacity of the Take areas is the lowsr average site
index of the Replacement area. As outlined in Section %.2. the
pracedures used in determining site index may have contributsd to
some of the difference.
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In practical terms, & slight overestimation of Replacewent area
in favour of MacMillan Bloedel would not have any drastic edfect
on future armnual cuts in the Forest District. it could be
beneficial and desirable from a forest management point of view
to incorporate the entire old timber licence area of 742.7 ha
into TFL # 9. As this will be Schedules "BY lands subject to
naormal, fuil stumpage payments, there would be no economic loss
to the Ministry of Forests., The narrow strip of Vacant Crown
Land which otherwise will remain between two differsnt TFL s will
be difficult to administer efficiently.

There is a disadvantage to MacMillan Hloedel to have to operate
on a larger area of lower site land. Un the other hand. the
eztablished road systems will have some future value, and the
cperating costs could be lower than on the Take arcas. MacMillisn
Bloedel would, however, only benetit economically 4rom the
exisgting development and lower operating costs if timber on the
area ls harvested during periods of minimum stumpages. Fresent
worth of these nebulous values is difficult to guantify and would
not be significant. Established advanced arowth on the area
could have & minor positive effect on TFL # 39 overall annual
ailowable cut in the intermediate tera.
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6.4 Crown Grant, Lot 223

The eftect of grade distribution on timber value is clearly
iliustrated in the appraisal of the Crown Grant. Lot 223, Ot
MacMillan Bloedel s reguest, the Ministry of Foreste' letter
grades were called and recorded at the time of cruising the
property. An estimated total volume of 27249 a3 is concentrated
on 34.8 ha of merchantable area,

Standard computerized log grades were also provided in the crulse
BUMMAT Y . Valuations, wusing identical operating costs and
valumes, applied to the two dif+erent log grade distributions,
resulted 1n about 50 percent higher value for the computerized
log grades. It is generally recognized that the computerized
grades overestimate the percentage of higher grades and
vnderestimate the amount of lower grades, particulariy X and Y
Orades.

The revised appraisal cost trending allowancs may have resulted
in & slight underestimation of operating costs on Lot Z205. Where
the appraisal process allowed the +lexinility, minor compensating
adjustments were made. Because of the low volume involved, the

valuation is not highly sensitive to the effect of operating cost

per cubic metre. &4 one dollar per cubic metre chanoge 1o

operating cost would egual % 27,000, or & percent of the toatal
- property value,

Rovelties are not pavable on fee simple lands. Rovalty vrates
were therefore escluded +rom the caleoculation of estimated total
conversion return for Lot Z2T5.

As this property 1s proposed for outright sale, land as well az
timber values have been estimated. The bare land value was
estimated by John BE. Miller, A.A.C.1., to be $ 84,800, & copy of
the real estate valuation report is found in Appendix XII11.
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The value of Crown Grant. Lot 222 1s summarized 1n the +ollowing
“tables

Tahle 3 - Valuation, Crown Grant, Lot 223
tog Grading Method Timber Bare Land Total
Val ks Value Yalue

i & %
Lalled Grades SRR, 5RL 84, 600 414,188
Computerized Grades 488,698 B4, 500 73,298

Because of the appasrent overestimation using computerized grades,
supported by MachMillan Bloedel s reguest to call grades on fhe
Lrown Grant, the valus using the callied grades has been
considersd tne most realistic for valustion of Lot ZEL.

Estimated Value, Crown Brant, Lot 223: % /414,122

£.5 Capital Gains Taxation

Alrmough this i1s an exchange of timber rights within TRFL # 27, it
15 possible Revenue Canads will consider 1t & disposal of an old
timber licesnce at current value, I+ so., the transaction may be
subject to capital gains taxetion on any value i1norease singce
1971, Such taxation would be an unespetted additional cost to
MacMillan Blosdsl. The taxation may seem untair. as the
Bohedule VA" Receive lands are pilenned to be logged soon. not
disposed of by sale. 14 the Schedule “"4" Receive aras were to bs
part of a future sale of operations and timber lands. the current
valuation would be the new base for cepital gainsg tavation.
Theretore, any gains betwesen 1971 and 198% on the exchanged
Bohedule "AY lands would be subject to capital gains taexastion for
that period.

HOLMREN FOURESTRY 11D,
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&.6 Comments

Ay land base removal from an established timber tenure. sven
though the timber volume oF valus may be replaced in anobther
loration, will result in & degree ot disruction to the planning
and operation of & COMPany. Tris may bhe 1 the +orm of reduced
volume available to the edisting road svetem, and consegusntly
higher road amortization vates, or additional unwanted traffic on
active haul roadse, affecting hawl spesde and sateby. Where some
ot thess negative effects can be guantified and compensated for
i the stumpage appraisal allowances, it i a cost to the Crown
in terms of reduced shumDads rFEvenueEs.

i

Specitically, the Robson BHioht ecological reserve will in the
long term be very costly to the Crown in terms of lost stumpage
rEVErIUE. It 13 sstimated that abpout V0,000 m3 of the annual
allowable cut in the Tsitika drainage would obherwise have been
transported on favourable gradients and dumped at Robson Hight.

The ditference in hauling cost alone 1s sstimated at

¥ Z.20 per ol representing & present wortt of about

% 10 million, using & ciscount rate of 4 percent. Additional
rosad maintenance cost would incresse this By £ 2-3 million. &t
positive stumpage rates this would be the present value of future
stumpags losses to the Crown from the Tsitika drainage. Fit
mimimum stumpage rates, the full operesting cost can not be
compensated tor in the asppraisal allowance and will result i a
direct additional cost to the companies operating in the
drainage, primarily MacMillan Bloedel.

Because of the asdverse haul to a 500 meter elevation swnmit
subject to heavy snowtfalls in the winter time, operations in the
area are restricted to 150 davs per vear. £ tfavourable haul to
Rotrson Bight would have allowed up to 200 operating davs per vear
providing grester planning and yarding flexibility.

Hobson Biaht has peen identified as the habitat for a pod of !
Hiller whales. It is apparent that the whales are not residing
there vear round. I+ the periods of the whales” presence in the
arga could be charted, it should be possible to restrict
industrial as well as obther disturbing sctivities i the area
guring those periods. AL other times. during the whales®
migration to other areas, coniroclled activities in the area could
e allowsd.
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7.0 SUMMARY AND CONCLUSTONS

The long ters effect and cost to MacMillan Bloedel’ s operation of
TFL # 39 caused by the establishment of the ecological reserves
cannot readily be guantifiesd. Thie apprarsal considers only the
attual timber value and volume of the exchanas. Althouagh the log
market pricing i1s trended to establish a “"normal” current price
level . sone SPECles are appralsed &t minimum shumpage. Apol i ed
to &ll the timber and MacMillan Hlosdel s opersticon in the
Teitika orainage, it is sapparsent thet the loss of the ooerational
ortion to transport and dump logs in Hobson Bight will have &
egative ecomamic effect on future operations in the arsa. For
the same reason, there will be a subsiantial loss of future
stumpage revanus Lo the Drowns.

in the Appreaiser’s opinlon., the egual value concept as applied
ang recommendsd in this report, provides a fair exchange of
Srheduls 4" Limber rights. Blthough there are differences in
Vizlame and ares eqchanged., these factors have little or no
practical sianitlicance.

The fAopralsser believes, that because oF the differences in site
inder determination and tvpe classification between the Take
areas and Productive Capacity Replascement area, the reguired
Replacement zrea may have been slightly oversstimated. This is
ot considered to be critical, as the Bchedule "BY land is
subject Lo +ull appraised stumDage rates. Furthermore, because
ot the location of the Replacesent arez, 1t would be desirable Lo
have the entire old timber licence under TFL forest management
and administration.

Because the computerized log grades are generally considered to
be less reliable than the called grades, the Crown frant, Lot 273
valuation was bacsed on called log grades. The called log grades
resulted in considerably lower AMY s for some of the species than
the compuiterired grades. The revised appraisal cost trending
allowance may have resulted in & slight underesstimation of
operating coste on Lot 227, Where the appraisal process allowed
the flexibility, minor compensating adjustments were made.
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in summary. the Appraiser feels an eguitable evchanage could be
st+ectad on the basls of recommendations and considerations made
in thig report. Detersination of long term costs and effects on
overall operations., as a result of the esstablishment of the
grological reserves, were not part of the Terms of Reference.
Lomments, related to overall operations and Crown stumpage
revenues oftered 1n this report, are included for informative
purnoses onlv.

intormation such &5 crulse data, appraisal manual, COFI haistoric
log price records., and various vield tables, provided to and used
By the Appraiser from obther sources have been closely examined
for reasonable acouracy. The Aporalser cannol assune
rasponsibility +or possible undetected srvors contained in these
documents.
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Province of Ministry of )  Forest Service |
British Columbia Foresls. [
1]
i

Instructions for Timberland Appraisals required for
Ministry of Forests' Exchanges

1 Fee Simple Lands

1. The objective of the-appraisal is to estimate the market value of the
properties being exchanged. The appraisals should therefore consider
the highest and best use that each property is legally capable of.

2. Wnere the highest and best use of a property is based on growing and/or
harvesting timber, an estimated value derived from separate figures for
Yand and merchantable timber should be prepared. If available market
evidence provides adequate information to establish a value based on
comparable sales, this should also be presented, and the consultant
should give his opinion regarding the most relevant figure.

3. In preparing value estimates based on separate figures for land and
merchantable timber, the method should incorporate the following features:

a} land values should ba based on comparable sales with due
consideration of locality, productivity, and other relevant
factors:

b) the timber value should be based on the following:

i} the consultant's best estimate of logging costs (and processing
costs, if appropriate) as of the date of the appraisal;

ii) the consultant's best estimate of average product values over
the past market cycle, adjusted, if required, to refiect
significant trends or changes in the product values which may be
realized over the longer term; prior to averaging historic

i product prices should be inflated to dollars of purchasing

pover comparable to those used in estimating logging (and

processing) costs; '

¢) in preparing estimates of timber vaiues the appraiser should identify
and estimate any other factors, e.g. value to owner, timing of
harvest, stc., affecting timber values in the circumstance of the
particular proposed exchange,

P

IT Temporary Tenures

1. The ohjective of the appraisal is to estimate the market value of the
timber on the existing and new licences being exchanged. The land
value in timber production or other uses need not be considered.

2. 1In valuing merchantable timber, the instructions in Sections 3b and 3¢
above should apply.

3. Any cost to the licensee from restrictions and obligations attached to
the tenures in question should be considered in the valuation.
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APPRAISAL GUIDELINES
TIMBER EXCHANGE AND LAND VALUATION
TSITIKA ECOLOGICAL RESERVES

Concerted attempts have been made by the Ministries of Forests and Lands,
Parks and Housing and MacMillan Bloedel Limited/Canadian Forest Products Ltd.,
to select candidate areas of:

1. equal timber volume and value
7. equal productive capacity.

It is the task of the cruising consultant to confirm the equal volume
criterion and determine site index informaticn on "take" anc *recelve" areas.
Based on the following guidelines, it is the task of the ingependent appraiser
to:

1. with regard to the timber exchange, determine the market value of the
wtake" and "receive" timber and decide whether the equal volumes are of
equal market value.

P2

. with regard to compensation for loss of cutting rights, getermine the
m.a.i. of the "take" and “"receive" areas based on site index
information and cecide whether the equal productive capacities
constitute equal cutting rights as expressed as a dollar figure.

3. With regard to compensation to M8 Ltc. for its private lot, getermine
the total market value of lano and timoer. The land valuation portion
should be sub-contracted to a qualified real estate appraiser.

The September 21, 1982 document entitled: ninstructions for Timberland

Appraisals required for Ministry of Forests £xcpanges" shall form the basis

for the appraisals of land and timber, with the following clarifications.
1. The appraisal will be on a species by species basis,

2. values shall De determined by property and species, based on, but not
limited to site specific selliing price and logging cost estimates.

3. The date of valuation shall be July 31, 1985.
4. IF the use of a discount rate is recommended to represent net present
timber values, the appraiser shall recommend an appropriate rate and

provide justification for its use.

5. The appraisal will assume no real growth in timber values or logging
costs over the future harvesting period.
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SCHEDULE "B"

SUBCONSULTANTS TO BE USED ON THIS JOB

A

John B. Miller, A.A.C.I. of
D.R. Coell & Associates Inc.
203 - 3347 Oak Street
Victoria, B.C.
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AFFRAIBAL SUMMARY

TAKE AREA, ER 1 ROBSON BIGHT
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VAKCOUVER FOREST REGIGN STUNPAGE CALCULATIEN Licence: ERL TFL 39 Page 3

Forest Dstrict! [Casphell River Lutting Permit:  Take Ares
#pprarsal Batel 850731 Voluse: 246182 &2 Locationt Robson Bight
R R R R E R R R SR R R R R R R R R R R R R R R R R T R R E R R R R R Y
/M3
Baisas  Lesar {ypress Fir bdesiock Pine L. Spruce Fine K. /8 Total
Fro-rated Selling Price 37.41  al.%0 6O TATY 0 L% 17,90 7Rl 6,00 4020
Profit/Risk Ratio ¢.14 g.14 0.40¢ G.14 0. 14 IR U.14 0,06 0,14
Discount Value 41,59 LI 0,00 &3.97 S50 15,76 646,50 0.0 3524
Jperating {osts 0,20 .20 0,00 40,20 40,26 4020 ALI0 §.00 40.H
conversion Return IV S By .00 3LTI ~0.30  -I.3% 5.1 0.00 0.00
indicated Stuspage 1.39 14,10 G000 23,78 -LE0 -43F 0 636 .80 ~4.94
Frofit/risk 5,82 7.60 6.60 8.%4 .90 2.20 7,31 .99 £.54
; Yaluation Factor 6,19 0.6% 8,00 0.73 G060 4,00 G.74 4,60 .00
tipset Stumnpage 379 14K 0.60 23,78 319 1.4 25,30 0.00 .22
Fro-rate 1
Pro-Rate Value, $/n7
Bonus Bid, §/al
Final Stuspage LU € I L 0.0 25,78 3.19 1.8 6,36 G.G0 .22
Royalty rate 1.20 1,50 150 2.00 1.20 ¢80 2.00 0.80 0,50
Final Stpg.liess Rovalty 2.5%  12.60 .00 2178 1.99 0.83 24,30 §.00 .72
2 Base AMY, $/a3 47,41 AL 0.60 72,93 39.90 17,90 T5.B: 0.00  40.20
© seall Gperator Indicator WA N N m N KA KA K %
Lode Type! 5
) Yoluse &} 34851 40920 Y 29418 1120828 288 26830 ¢ 1327 2445182
L Total Upset valug, $ %0376 515619 0 440388 224148 182 51955 0 3604 2126866
£ Total Conversion Returs, § 209877 826478 G 944058 -16B308  -&852 901707 § -664 2666317
Tatal Indicated Value, $ 6752 513619 0 440588 -7198B4  -7283 4631955 9 -7214 1080331

B R I R R R I A L R R R R S R R R R R E T R R T R E R R R F R R R R A R P R R AR R R R 4 44
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VAKCOUVER FOREST REGION STUNPAGE CALCULATION Licence: ERS TFL 3% Page 3

Forest District: Caapheil River Cutting Perwit: Take frea
Apprajsal Date; 830731 Yolume! 43742 &5 Location: Teitika River
R R R R R R R R S R B R R R E R R R S R R R R R R RS R SRR SRR FRE R R SR R R TR R R R R EH
§/03
Baizak  Ledar Cypress Fir Hestock Pine L. Spruce Pire W 4/8 Total
Pro-rated Selling Frice 86.26 43,12 §.00 G.00 %431 0.80 12183 26.48 0.4
Profit/Risk Ratia 0,14 G014 0.00 G.08 4,14 .00 Gol4 0.14 G.40
Discount Valus 3.3 5537 4. 60 0.00 33.87 0,06 108,49 .73 0. 40
Operating Costs 37.9% ILE ¢, 00 6,00 7.9 .60 37.9% 37,93 .00
Lonversion Return 2.3t 25.17 4,08 .00 4.3k 0.6 B3.68 -11.47 .00
Indicated Stuapage -2.83  17.42 4.00 4,00 §.592 0,00 &B.TY -14.7 G0
Profit/Risk {94 7.73 8.40 .64 5,044 L0 4 3.2 0.40
Valuation Factor -1.14 .69 9.00 6,00 .14 466 6,82 6.60 .00
Upset Stuspage L2 .4 4.80 0.60 3.335 .04 48,74 212 0.50
Pro-Rate %
Fro-Rate Value, $/83
Bonys Big, $/ud
Final Stumpage 3.0 1h.a 3.0¢ 0,64 3.5 0.00 48,74 .12 .06
Hovaity rate 1.20 1.30 1,50 2.00 1.3 0.80 2.00 0,890 ¢.50
Final Stpg.iess Hoyaity .02 15.92 000 0.6 2.2 G0 ab.74 1.32 6,60
% Bace ANV, $/a3 40,26 &3.12 G.00 0.00 44,31 6,00 121,63 26.48 G.00
' Swall Gperater Indicator K N N4 K NA Néi K KA KA
{nge Type: 5
Yoluke Al 6330 11940 4 G 25200 i 1316 13k 0 45742
Total dpset Value, $ 13738 194652 3 g 04 G 87835 976 G 351190
Total Conversion Return, % 7% 282604 § ¢ 130692 ¢ 107492 -%032 G 518433
Total Indicated Value, ¢ -25092 190451 0 6 -~To44 4 BB  -11428 & 23432

R R R R R R R R R L R R S R P R R P F R S R R R R L R R R E R R R S F R R R 8




APPENDIX V A
AFFRAISAL SUMMARY

RECEIVE AREA — SCHEDULE A" (EQUAL VALUE)
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SURAT YRS MACTYD O FT e g &
OFERATING LOBTE SUMMARY, %/ Page &
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VANCOUVER FOREST REGIDN STUMPARGE CALCULATION
Forest District? Campbell RKiver
Appralsal [ate: 850731 Yoilume: 332640 &3

Licence:
Eutting Permitl
Location!

TFL 39
Receive firea
Tsitika River

Page 3
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$/03
Balsar  Ledar Cypress

Pro-rated Selling Price 41,34 8593 86,33
Protii/Risk Ratio G.14 Q.14 ¢.14
Giscount Value 36,46 96,16 EB.1S
fperating Costs RY IS 1) SY D S YN
Conversion Return 4,54 26.9% 23.33
Indicated Stuspage -6.57  19.0Y .18
Profit/Risk 518 7.85 B.15
Valuation Factor -G, 12 §.71 G.72
Upset Stuspage LI .18
Fro-Rate ¥

Pro-Rate Value, §/a3

Bomus Bid, $/a3

Final Stuspage LI 1909 I8
Rovaity rate 1.20 1.50 1.50
Fimal Btpy.less Rovalty 2.2 1035 19.48
Base RMV, $/83 4L.34 8195 6A.33
Smali Operator Indicator T K W&
Code Type: b

Yolume sl TE05Z w241 14034
Total Upset Value, § 141489 1098958 274211

Totai Conversion Return, $ 233717 1589447 3905W7

Total Indicated Value, % -[34279 1098938 Z7s2li
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AFFENDIX V B

APPRAISAL SUMMARY

RECEIVE AREA — SCHEDULE "A* (EQUAL VOLUME)
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T £
g 3 & £ a8
&%
"
GaSE I
&
i
1]
Uverheas
fen. b Admin. 2.5 785 5
Operaticnal 4,41 541 5,95
Kiscelianenus GG G.00
22 22Ty e R T I I R Iy S E E e T s Ry T S T IS TS E ST 2
5
=



OFERATIRE LO2TE SUMMARY, 3/8l Fage 4
FREREEEE R E R R R R R F R R PR RE R F R RF R4 200

LileRig’ HINS
Lutting Fergat! Rersive drea
Forest fistrints {agpbell River
Locetinn: Teitika River
AGpraisal bate: 35475
. Eftectrve Dater SUZG1
Voikes, &3 293874
firga, hal 32,2
= Prase X
e
. Levelopaent
s Felling & mutking
= Yarding
=z Shidding
Loaging
Hauling
SWingLAY
Ruat Baintsnance
v Dusp/Bort/BoossSrals
i ézter Transport
: Duikens Transter
orem ranspnri
Y%
{oorhouss Loss
Rescte Operation
Gverhaad
Risleilanecus
2 Total untrended Gp. Cost 34,20
Trend Factor 1.6389
Total Trendsd Op. Copst I
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- VANCOUVER FOREST REGION STUMPABE CALCULATION Licence! IFL 39 Page 3

Forest District: Campbell River Cutting Fermit! Receive frea

fpprarsal Date: 850731 Voluge: 293924 &3 Location: Teitika River

R ERE R R R R R R R R R R R R R R E RS TR R R R E R F R A RS R L R R R R S R R SR E

$/03

= Balsae  Cadar Cypress fir Heglock Fine L. Spruce Fine K. /5 Total

Pro-rated Selling Price 41,58 63,99 6633 10572 Sk M ¢.00 0.00 .60 0,00

Profit/Risk Ratio 6,14 0.14 G.14 0,14 G.1& 0,00 .00 .66 .06

Disgount Valus 36,44 Se.16 38,19 T4 8@ 4,08 3.00 .00 0.00
Gperating Costs LYY a1 Fnb 3Lt nLit 6.00 ¢.00 0.9 4. 00
{onversion Return 4.4 2584 19.22  68.41 5.9 §.00 (.00 4,00 G.00

Indicated Stuspage ~{.67 18.98 21,08 5543 0,98 6,00 4,00 .08 9.00

Protit/Risk 3.1 7.85 g.15  12.98 5.33 0.00 .00 &.00 .00

Yaluation Factor -4, 1% G 0.72 G.61 6,13 3,00 0.60 G040 0,00

Upset Stuepage .32 1B.98 2i.0@ 5,43 3.47 0.00¢ .06 0.00 0.08

Pro-pate 1

Fro-Rate Yalue, $/el

Bonus Bid, §iul

Final Stuspage .32 1898 21,08 55083 .47 0,04 .06 0,00 0,00

Rovaliy rate 1.20 1.50 1.50 2,60 .20 0.80 2.00 4.80 4,50

Firal Stpo.iess Royalty .42 17,48 19.38 53.63 2,27 0,00 0.0 4,06 G.00

Base ANV, $/83 41,54 53,95 BA.3T 10572 4340 3,00 §.00 .00 0.60

Small Operator Indicator HA K& RA KR KA K& KA A& K4

Code Typel ]

Volume 83 bAS9AF 54B9E {UHIR 258 1599356 & § 9 ¢ 293924
Total Upset Value, § 141406 9MBOE 201783 13837 362031 f ¢ ] 4 1723854
Total Conversion Return, § 2151946 1441645 299940 17186 B1G833 G G § § 2784360
s Total Indicated Value, & -~124548 994806 211783 13837 -38e77 i} G 0 o 1057208
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AFFENDIX VI A
APPRAISAL. SUMMARY

CROWN GRANT, LOT 223 — (CAtL GRADES)
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{yri, pei;
Net Voluse, a3 2748
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5.97 27248
| §34
g 183
2 Balsan Cedsr  Lysress Fing L. Sorufe Fine &, ] Total
Feeier &
g
Z 4.7 1.2
Lugber 0 i5.7 8.4 Gl 3.7
F .4 G.8 Sk
Sawiog H 4,3 17.% e 13, 14,5 G4 S
i 6.8 Lé 14,2 5.0 Gab Gl
3 P 7z 6.8 382 3.k
Brangie 4,0
L §,7
K .7
tility
Chiphfaw ¥
Total %
Total Ket Voi, 830 it 277
Beray, %0 i.5
- Sigpe Class, & 5574 4 BE-94 »=q5
5 f1eH H 2 i 7
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RGAL CONGTRUCTION TREIE Fage I
R R R R R R R R R R R R R S R TN R TR PR R R RN E R R AR RS S E R F M R R R R F R B R ¥
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" Zection  Laonst. Side  Brade Bock Ballast Bailast Prt Ballast grg Ball, Haul Brage
Length Type Slope £ Class Hardress Raul finag Fit
Bld=g bravel S/8=t Elev. Eley,
g8 LCat=d H =% hernel 4 & &
B R R R R R R E A F R R R e E R TR F N F R E R S F R L F R R F RSB FR R H 6T
1.43 H 1.5 : ! 1 i %
G.4s i £.5 : H 2 Z 3 i 56 a6
9,18 4 35 2 Z 2 5 15 26
G059 H 83 &% Z 2 Z 4 H 15 il
.15 H g3 7 Z Z 3 4 H G S

PR R R P R R R F P R R R R R R r R R F T R R E R B F R B R F R R PN SRR P R R R R R E R R R A B F)
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Lenoth Categnry  Desth  Voluse Avsrags cost Lost Lozt Lost Lost
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1,43 i b 6850 -4 71 LT3 LTI LEETE 24995
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i 1 g ] 406 ¢ G ]
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QFERATING LOSTS SummeRy, $/8l Fage 4

LR Ay e R ey Ly I e ey s Ly "

Licengel ERD Lot 273
{utiing Fermt! urown Brant
Farest District:

tooatinns

fppraisel Datel

Voluse, 23
o dres, hal
Fhase
S o
LR vevel Jati
= fal PPE
¥a 5.0%
Bk (.85
Loz Z.od
Hay 1.6}
GWingi PR GY
. Foa 0,57
Dua G
Bater
(wike
e Lr
la 2
Loskh i
engts O -5, 7%
Jverhesd £.95
Eistellghaous §,00
Total Untrended dp. Lest S
o2 Trend Factor 16849
= Tota} Trended Op. Cost 36,43
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- VANCOUVER FOREST REGION STUMPAGE CALCULATION Litence! ERt Lot 223 Page 3

& Forest District: Caapbell River Cutting Persit:  Crown Brant
B fppraisal Date: 850731 Vaiusel 27249 &3 Locatien: Rohson Bight
B ERE R R RN R R R R R R R R R R R R R S R R R R R PP R PR R R R R A R R N E R R E RS 11
/M3
Balsae  Ledar CLypress Fir Hewlock Fise L. Spruce Pine W, 8/5 Tatal
Pro-rated Selling Price 43,14 85,75 0,00 50,33 4545 1790 HL.ES .00 36,43
Profit/Rizk Ratio G.14 g.14 G.00 4,14 G.14 §.14 (.14 6. 00 0.14
fiscount Value 42,23 4% 0.66 45.0%  35.61 5.7 7213 0,80 32,13
{perating Costs Je.b3 36,83 6,00  36.63 3683 36,61 35,83 0,60 36,83
fonversion Returs 11051 19.12 0,06 1473 8.33  -18.73 45,62 .60 0.00
Indicated Stumpage S, 60 12.78 0.00 8.42 2.98  -20.97 3552 0.0 -4.30
Profit/Risk 591 5.83 0.0¢ 8,31 5.55 24 1610 .00 §.50
i Yaluation Factor .49 (.44 0.00 0.57 $.35 .00 (.78 0.00 4,00
o Upset Stuspage 9,66 12,28 0.08 8.42 3.41 1.43 35,82 ¢.00 2.7
Fro-Rate §
Pro-Rate Valug, $/&7
Bonus Bid, $/al
Final Stuspage .60 12.28 G.09 8.42 3.81 1,43 35.32 $.00 2.93
Kovalty rate ¢.00 4,06 .00 0.00 6,00 9,60 9,00 0,00 8.00
Final Stpg.iess Royalty J.40 12,78 G.00 8.42 J.61 1,43 35,82 0.00 2.93
Base AMY, $/a3 48.18 §R.T73 .00 3135 4545 17.%0 8LIE 0.00  Je.83
Saall Owerator Indicatoer N& RA NA K& N4 KA L] KA K4
f Lode Type! 5
Voluse al 6547 039 {4 1334 10308 8 417 ¢ 1568 7249
(o
im Total Upset Value, $ 34472 8703 ¢ 1123t 3738 8 70793 § GeES 327800
£ Totai Conversion Return, $ 75377 15557 0 19644 E7B9b ~524 297148 ] ¢ 4B869E
‘ Total Indicated Value, § 34672 g703 N § WX § S 1Y) ~585 227933 6 -8573 306118

R R R R T R R A P R R R R R R E  E R R R R R R L S R F R R H R R R R F RS L 44
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APPENDIX VI B
AFPPRAISAL SUMMARY

CROWN GRANT, LOT 223 — (COMPUTER GRADES)
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ROAD CONGTRUCTION £287% Fage !
R R R R R R R R R A Bt R b b b b S AR R R E F R R PR R S R E R R R R E R F R ER RS HE R 14
Litentel ERE Lot 223 Cutting Feraitl

Voiues, &3 27285

Fighsay fruzis H
L4¢-Highway trucks Z 2
Front-End Lpader i
Heelooos Luadser 2 i Hpad Width, sl 4.9
Section  Const. Side  Grage Rock Baliast Ballast Fit Ballast Eng  Eail, Haul Grads
Length iype  Slops Rork Hardness Type Haul £lass Hargness Haul Rrag Fit
B/Hel =1 B Gravel g/%=! Eiev, Eigv,
3 vat=3 i T ce 4 & B
g% Syt E Y T I T PRI  IRT TS R ETT LS FERREFFEERE
143 S : : : ! 1
. g.48 i £.5 : i 2 z 3 : H 5
- §.18 : 43 3 2 : v 8 : 15 w0
& i 55 : z 2 H : {50 e
§.i3 H iz 7 z : Z i i 264 iy

R R R R R R R R R R R E R P R R R R e S R RS S R T R R B b PR S B R R HE R P R R E R R F P TR P R F R RS R R Y

Gection Longh, Baiiast Baliast Besiz Bailast Rallast Total  beriien
Length Lategory  Depth  Yolume  Average fmet Zost Lost Lost Tost
Gragient E/H
KB i-g fﬁ 83 H Fikn $/8% §$/ks $/%E 3
R R R R R R R R R R R R R R R RS R R E R R R AR R H RS R RS R AR F R H R EH T H S
43 1 L 800 - T LTI 18T 24995
o 544 2 5.9 553 0 iL2 0 T8 ITSET O &ITET IESG2
§.18 3 G 948 g Z&.4 &.74 23845 59443 3085
505 4 & g % 43,9 £.74 G £990% 4451
4,15 5 i g g a2 &.74 I Vi 3345
G 1 ] G 3.0 & & &
o H ] ¢ 3.0 & b i
H ] 9 5,08 i G g
§ i 4 & 5,00 ¢ § i
¢ i ¢ b 4,00 i g G
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s p eruETOUATIAN A
ROAD CONSTRUCTIOH

& 003
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Culveris) HagE o
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# §
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Lost Lost Lost
kE $/kE b3 $/gk
L2 S LR e R Y e Y e 2T 32)
oads .31 IiEN JI78E 2087
Lulverts 4350 4,158
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GRERATING COBTE BUMMARY, %780 Page 4R

R R R R R R R P R R R R P R R F R R b R R A H b R R LR R R PR kbR B4y

Fhase Vriugs  Voiups Untrenged Trenteg
hoar Tot 8l ynit Prorated Lost
- beveippgent
o Hoats kel 2.31 18 17749 2.4 Z.84 .48
- Landings (#/kE H 106 I77a .18 Gt G034
. Legs. WD a2l £ ¢ i GG 4,00 R EE
Skid Traiis 0.0 R 8,64
Fell & Butk 1728% 3.3 138 -1
Biosdosn frsaha &
s aftected % &
= ¥arging
o SE.E 0 L5 LB &l
g GG .90 G
60 153494 L,E% .51
4 & 5,60 (.04
& G G0 R
g G
i 2 Baa9.g R G865
& ¢ 800
) G i 4.6
i I
27148 284 T4 Z.E
G 5040 4,60 G908
Hauling 1Gng tyDR Ghiyv)
Highsay igdfl g Gobd RE 0.0
Gr~T5 Highnay it 4,60 G40 G080
(4 4=Highuay g o 3 HE LS 177
Cyele bime! Gist,  Loagsd tanty Tige
ke kph L Bin
o Branch 1.% 16 i3 1%
Mziniine 6.8 s 3
Highway 4.6 G g 6
Loading fiee  {log avyg..mdl .9 I8
Unioading tims 1%
Unavaidabie delay i3
Total ties Bt
Swinging (kB! Gt ¢ § ¢.08 5,69 4,49
Road Mtre, ilkel 1.8 10 27248 4,59 B2 G54
Soring opEn ikl G S IR G063 GGl
. Dusp/Sort/Booe/5e. 30t .91 LT

(5vsies § i-4i 1
Rehaul, RIT sin i




GRIRATING DDETG SiMmaRy, 3/& Fage 4%
PR T AT R e R R P P R R R P R R T R R R A H R P R R34 F TS P AR P LSRR R EH H 4 S
Frase Voluge  Yoluse bntrendes Trenged
gster Trahspori
Froe: Rebson Bight
To: Gaabier
Rate, 37871 Dot
Tosing G. 08 R
Barging 2.1 201
© o Lake Tow,  al g & g 9,08
Cmikeno Transfer!
Rachasl] i G 0.0
Bz Snespatant i G 900
S5 lres Tremsport LA LE
o Lrugey.
Tows Run K f
CopBuiing LTEM, 4
H
:{E
g
§.00 5,60
t RE L
dverogas
Gen h Adein, o.EE 2,55 23T
Gperational &3 hodl £.55
Kisrelianen .06 &
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UPERRTING COBTS sUMmARY, %83 Pape 4
FERE PR R R R B SR E A R S R E R RS R R E R R B E B Y

B Litenge! BRI Lot 223
L Cutting Peraitl Crown Grant
Forest Districh: Campheil R'vaf
oo Loation: ﬁsussh Bight
5 fppraisal Datel RHERH
g fifectiva Galel 35323}
. Yoluass, all 7249
frea, nal 34,3
Phase $/87
% eveiopeant L03
Felling & Bucking 138
i 4.06%
J. 45
.t

Lt
£
oy ek

Eavel

S
Kos EFF
fgperin

i
LR

e R N R

——

- it i o he - T
ctal gnirended Jp. omsl i ik
y F

r
Fattar 1. 004%

bttt
iy

Total Trended Op. Cost 5,63
(23232213222 32Tt etz sy eI IESTTY)




. VAKCOUVER FOREST REGION SIURFAGE CALCULATIOR

Forest istrictl Caspbeil River
dppraisal Datel BT

Licence:
Lutting Persitl
{ocation:

ERI Lot 223
Crown Grant
Robsen Bight

Faue &

EFEEER R R R R R R R R R R R R R R R R A R R R R R R R R PR PR R R R R E R R R S R 1

Balsas
Pro-rated Selling Price 48.09
Protit/Risk Ratio G.14
Discount Value 42,19
Operating Costs Ib.b3
Conversion Return 11.47
indicated Slumpage .06
Protit/Risk 5.91
Valuatyon Factor ¢.48
bpsel Stumpage J.58
Pro-Rate %
Fro-Rate Value, $/al
Bonys Bid, $/ul
Final Stumpage 3.3
Aovalty rate 0.0¢
Final Stpg.less Rovalty 5.56
Base AMV, $/a]  43.0%
Seal} ODperator iIndicater NA
Code Type: 3
Voluae 83 $347
Total Uoset Yalue, §  bdoe

Total Conversion Reteran, §  7367%

Total Indicated Value, &  I6404

Yolusel 27249 8l
$/K3

{edar Cypress
49.19 G.00
0. 14 9,00
43.14 9.00
36,83 8.00
12,54 4.00
6,52 &.00
6.04 0.00
4,52 .00
¥4 0.0
432 0.6%
0.06 8.00
.52 0.60
45.1% 8.00
NA NA
109 9
L1y ]
8964 0
4622 4

Fir

45.77
0.14
40,15
Jbb3
7,18
3.53
5.62
0. 3%
S.bb

3,68
0.60
3. bb
45.77

KA

1334

4805

12263

1704

Hewiock Fine L.

1,44
0.60
3.4

10308

35484

bhO0H

{1537

11.50
G. 14
15.70
34,63
~1B. 73

-24.52
2.20
.00
1.43

- e
o .

o
g4

A
ok

17,90

HA

28

4

-524

-384

Spruce Pine W,

62,78
4,18
307
Jo. b3
.18
18,45
1.7
G671
16.43

ig.45
0.00
M

62,78

CLEY

118379

167857

118319

§.05
G.00
4,06
¢. 006
G.06

$.00
4,60

.00
8,00

¢.00
4,00
6.0

G.00

0

0

875 Total

2,93
6.6
.53

36,63

KA

1964

3585

it

~g573

2149

203402

A¥i b HS

146499
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APPENDIX VII

ROAD DISTANCE SUMMARIES
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"ROAD SUMMARY AREA: H#ER 5% ME TAKE AREA
¢ OARES RLAZS 10 SERVICE AREA

TAINED LONSTRUCTED 6 BE CONGTRUITED
FROm 70 DISTRYLE FROK TG DISTANDE FRO¥ 10
K¥ KB K¥ kE ¥ iR 44 4 1)

& 5,00 28300 28300 G060 600 w00 B LK L
H GO0 D00 000 B0 600 000 Bl 2305 4G
LH 600 A0 B00 0.0 800 0.0 3050 Tneb W10
ToTAL 230 000 500 .60 74T %0ef R0
EST.AUG. HALL D181 79,55




ROAD SUMMARY AREA: #LOT 223 MB ER 1 TAKE AREA

ROAD ROALS QUTSIBE ARER ROADE T SERVICE AREA
13 70 BE BAINTAINED CONSTRUCTED TG BE CONSTRUCTED
o FRGM 16 BISTARCE FRON TG DISTARCE FROX TG BISTANCE
Kt i L4 X 4 4] KM 4] &
i 0.4 .55 55 .08 266 0.0¢ 35 L.78 1,28
X 7 L 4,62 6.0 044 L G090 Gl 80
L B3 H Y .28 G.04 .08 R ] t.it 1.78 J&a
K 6,00 RHY 466 G660 G4 G.00 Y3 1032 .11
%23 6,08 §.00 .00 .00 4. 94 G060 1.5k 1.865 W11
L 5.3 .18 7 3.8 §.0% &0 618 £, 38 22
_ TOTAL b.22 0.6 G064 6.0 10.8s [AE 2,31
EET.AVE. HAUL DISY 175




AFFENDIX VIII

CONSTRUCTION GROUP DISTRIBUTION
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AFPENDIX IX

LGG FRICE TREND - POLYNDOMIAL CURVE FIT

HEMLOCK # 3 - EXAMPLE
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APPENDIX X

LOG PRICE TREND — NATURAL LOGARITHM CURVE FIT

HEMLOCK # 3 — EXAMPLE
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AFPENDIX XI

LOG PRICE COMPARISON AND SUMMARY




TREKGED LOG PRICE COMPARISONS - 1985-04-30 {LOF] latad Fage |

Species  Grage Pgivana Natural Logariths Average Artual ali-tiee  Selected

1948783 1963/85 Last J-yr 5-m08’8B3  high (ann.avg.) AMY Comments

$/nl $/nl R*Z $/83 $/ud $/23 Year $/83
Balzan  L[.D 62,27 §2.04 £.918 5512 83,32 £3.b7 1580 83,09 1983
¢ %5.88 58,63 3,94 45. 46 £6.07 1983 56,82 PR 1983
) 1.3 7500 4,61 .3 57.43 1983 &8.81 *
4 55,08 53.78 §.935 43,75 45,57 53,79 1982 W7 LK
L., Y 34,83 35,90 0,848 3090 33.88 13.88 1985 I3.88 1985
i 44,84 41,8 41,45 41,43 3.5 1982 45,85 PR i5ES
3 33.51 0.2 19 313 313 1933 33.18 *
i n 26,32 20,47 25.18 i5.18 1985 22.28 .
¥ i5.8! 1353 1294 15,38 L5.5¢ 1981 18.27 .
Ledar Y .59 8,34 1,927 78.54 83,11 91,87 1983 90.84 L
F 86,34 §1.80 4.9133 75.58 21.55 36.23 1983 57.8s '
% 7348 74,15 3524 £2.58 BIGT 18,53 1983 74,18 '
K 72.2¢ 70,40 5,285 gl §1.72 71,68 1479 15,40 .
i I9.85 8.8t 1.88% 51,28 Si.Ba $6.3 1979 fd.61 .
#il 26,57 FR LN
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APFENDIX X11X
REAL. ESTATE VALUATION REFPORT

CROWN GRANT, LOT 223



APPRAISAL OF

LOT 223, RUPERT DISTRICT

"ROBSON BIGHT™

PREPARED FOR

Holmsen Forestry Ltd.
540 Shannon Way,
Delta, British Columbia.
V&M 2uW5

< D. R COELL & ASSOCIATES INC,




- D.R. COELL & ASSOCIATES, INC.

REAL ESTATE APPRAISERS & CONSULTANTS

i RICHARD W GORDON, axci ri me SUITE 203. 3347 OAK STREET

S OMICHAEL A MARTYN. aac VICTORIA, B.C VBX 1R2
JOHN B MILLER. aac.i TELEPHONE (604 388.6242

v WILFRED C. GAMMIE. c r.a

DAVID R, COELL. Aac i Bi (8C : ASSOCIATE

Our File: 2237-RA-UC 263
July 17, 1985.

Hoimsen Forestry Ltd.,
540 Shannon Way,
Delta, B.C.

VaM 2W5

Attention: Mr. Karsten H. Holmsen, R.P.F., President.

Pear Sir:
Re: Lot 223, Rupert District
"Robson Bight”

Pursuant to your instructions, this is to advise that we
have completed an appraisal of the property described above, more
particularly described within this report.

It is our considered opinion that the market value (by
definition) of the "bare land component" of the subject property as
of June 30, 1985, is:

Eighty-Four Thousand, Six Hundred Dollars
(384,600.00)

A detailed description, summary and analysis leading to the
conclusion of value is included herein. Should you require further
information with regard to this report or wish to discuss same, please
do not hesitate to contact us.

Yours very truly,
D.R. COELL & ASSOCIATES INC.
Per:

John B, Miller
JBM/k



Lot 223, Rupert District

Mouth of Tsitika River

D. R COELL & ASSOCIATES INC.
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CONTINGENT AND LIMITING CONDITIONS

The legal description of the subject property as stated
herein is that which is recorded at the Victoria Land Titles (ffice
and is assumed to be correct.

Sketches, drawings, diagrams, photographs etc. present in
this report are included for the sole purpose of illustration. No
tegal survey or soil test concerning the subject property has been
provided. Accordingly, no responsibility is assumed concerning these
matters, or other technical or engineering techniques which would be
required to discover any inherent or hidden conditions of the subject
property.

The client to whom this report is addressed may use it in
deliberations affecting the subject property only, and in so doing,
the report should not be extracted but used in its entirety.

The compensation for services rendered do not included a
fee for court preparation or appearance. Should either of these be

required in connection with this report, additional arrangements are
required.

This report involves the gathering, investigation and
analysis of material inherent to the purpose of this report. As part
of this investigation, it was found necessary to utilize both verbal
and documented evidence. A concerted effort has been put forward to
verify the accuracy of the information contained herein. The infor-
mation is believed to be reliable and correct, and has been gathered
according to procedures which are recognized by the Appraisal Institute
of Canada.

D. R COELL & ASSQCIATES INC.
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PURPOSE OF THE APPRAISAL AND
DEFINITION OF VALUE

Pursuant to instructions, this appraisal has been
prepared in an attempt to recognize the following criteria:

{a) The Highest and Best Use of the property has been
estimated through the consideration of all physical,
economical and legal factors associated with the property.

{b) A bare land component of value has been estimated
through the utilization of comparable sales transactions.
These sales have been adjusted to June 30, 1985, the
effective date of the appraisal.

{c) The definition of value attributable to the bare land
component is as follows:

"Market Value is the highest price estimated in terms
of money which a property will bring if exposed to
sale in the open market, allowing a reasonable time
to find a purchaser who buys with the knowledge of
all uses to which it is adapted and for which it is
capable of being used."

{d) The component of value attributable to the existing
forest cover has been estimated by Holmsen Forestry Ltd.
The specific method of valuation can be found in the
Timber Appraisal Report prepared by Karsten H. Holmsen, R.P.F.

0. R, COELL & ASSOCIATES INC.
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PROPERTY RIGHTS APPRAISED

The property right appraised is the unencumbered fee
simple interest of the deeded property.

FUNCTION OF THE APPRAISAL

The function of the appraisal is to assist the Ministry
of Forests, Ministry of Lands, Parks and Housing and MacMillan
Bloede] Limited in negotiations to exchange the subject onroperty
which will be relinquished by MacMillan Bloedel Limited due to its
inclusion within the boundaries of a proposed Ecological Reserve.

REGISTERED OWNER

MacMillan Bloedel Limited

EFFECTIVE DATE OF THE APPRAISAL

B

5
e
e

June 30, 1985

DATE OF INSPECTION

June 18, 1985

D. R. COELL & ASSOCIATES INC.
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REGIONAL DATA

The Mount Waddington Regional District covers the northern
portion of Vancouver Island. Electoral Areas B, C and D run from
Sayward in the south to Port Hardy and Cape Scott in the north. The
Tand area involves some 2,191,788 acres and contains the Villages of
Alert Bay, Port Alice; District Municipality of Port Hardy and Town
of Port McNeill. The 1981 census indicated the overall area to have
an estimated population of 14,671 with the following organized area
breakdowns:

Alert Bay - 626
Port Alice - 1,668
Port Hardy - 5,075
Port McNeill - 2,474

The Forest Industry is the number one employer with widespread
logging operations and a pulp mill at Port Alice. Ranking next in
importance is mining and in particular, the Island Copper mine at Coal
Harbour. Commercial fishing and a limited amount of tourism round out
the local economy.

The area has grown since the late 1970°'s with the completion
of a good all-weather public road 1ink from Port Hardy to Campbell River.
In addition, several remote logging camps have downsized, giving employees
opportunities to have homes in the Port Hardy and Port McNeill areas.

The area also serves as the southerly terminal for the
B.C. Ferries Prince Rupert ferry system.

D. R. COELL & ASSOCIATES INC.
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LOCATION AND AREA DATA

The subject is located near the north end of Vancouver Island
at the mouth of the Tsitika River approximately 24 miles southeast of
Port McHeill and approximately 27 miles northwest of Kelsey Bay. The
subject is accessible by water only at this time.

SITE DESCRIPTION

As indicated, the subject is located at the mouth of the

Tsitika River. 1In actual fact, the subject forms the delta or flood
plain for the Tsitika River.

The subject contains a legal acreage of 94 acres with the
following dimensions:

West side 25.95 chains {1,713 feet)

South side 40.00 chains (2,640 feet)

East side 40.00 chains (2,640 feet)

North side +90.00 chains (5,840 feet) irregular
oceanfrontage

The north side or oceanfrontage, because it is a delta area
with tidal influence, does experience shoreline changes.

The subject contains a variety of site conditions. The area
west of the Tsitika River is level to gently sloping at the oceanfront
and rises up the hillside to 80 - 100 feet in elevation in the south-
west corner. The area east of the Tsitika River which contains
approximately 20% of the total acreage is steep with a large area of
rock outcroppings. The shoreline is steep and rocky.

. The Tsitika River enters the property at the southeast corner
and flows in a northerly direction to the high water mark of Johnstone
Strait. There is some evidence that the riverbed has varied in location
over the years since the original survey.

D. R. COELL & ASSOCIATES INC.
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Tsitika River
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Typical Forest Cover
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Typical Forest Cover
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LEGAL DESCRIPTION: District Lot 223, Rupert Land District
Certificate of Title:- J 98659
REGISTERED QOWNER: MacMillan Bloedel,

Timberland & Properties Division,
1075 West Georgia Street,
Vancouver, B.C.

ASSESSMENTS AND TAXES: 1985 Assessment: Land $5,473
Tree Farm (lass
Assessed Area - 94.0 ac.

1985 Taxes: $403.16

ZONING

The subject is located within the Mimpkish Provincial Forest
which requires the Ministry of Forests to manage Crown land and timber.
As the subject is a fee simple, Crown granted site, land use controls
are the responsibility of the Regional District of Mount Waddington.

The appraiser is advised that the site is zoned A-1 Rural
Zone with the following permitted uses and regulations:

PERMITTED USES

In 2 Rural (A-1} Zone the usc of land, buildings and structures
is restrited to:

a) Single family and two family dwellings,

b) Apricultural uses

¢} Recreational uses ond structures

d) Cemeterices

c¢) Public and quasi-public buildings and uses

)} Garbage dumps, provided that the location of the site in

respect of water courses and air pollution has the approval

in writing by the Medical licalth Officer, or other such porson

decipgnated by him, or the Director, Pollution Control Roard

whichever has jurisdiction in the case,

)} Public utility strictures and usces

h)  Buildings and uscs accessory to o pemmitted use in this sub-
section.

D. R. COELL & ASSOCIATES INC.
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MINIMRL SIT1 AREA

The minimun site arca shall be four (4) ha for single fumily
dwellings and apricultural uses.

DWLLLING UNITS PER SITE

.

There shall be no more than one single family or one two family
dwelling per site or parcel.

UNSTCHTLY STORAGE

No parcel shall be used for the wrecking or storage of derelict
vehicles or equipment or as a junkvard and no person shall permit
such vehicles, equipment or junk to remain on any parcel.

1t should be noted that the present registered owner has
committed this property to Forestry use as it has been included within

the forest management commitment of Tree Farm Licence 25 and Taxation
Tree Farm #27.

In addition to the foregoing noted Tand use controls, the
foreshore area located north of the subject has been designated as
an Ecological Reserve. This ecological reserve known as the Robson
Bight Ecological Reserve, covering a water area of 1248 hectares,
was created in 1882 in order to protect valuable killer-whale habitat.

The purpose of this appraisal is to assist in negotiations
to acguire an upland component to this ecoloegical reserve,

A detailed description and map of the ecological reserve
is included in the addenda of this report.

D. R. COELL & ASSOCIATES INC.




TIMBER CRUISE SUMMARY
AND
FOREST COVER MAP

D. R. COELL & ASSOCIATES INC,

Page 15




MINISTRY OF LAND FARKS
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8.7. FOUND

E.R. 1 - MACMILLAN BLOEDEL - TAKE AREA

Type Number

LRV R S

Total

Scaje: 1:3 000

TSITIKA EXCHANGE

LOT 223
LEGEND
Description Area (ha}
By 26i-G 9.7
H 96i-G 7.2
s L5i-G §.3
F{5} 340G I.%
HS{C} 94i.p 7.7
D 3b-M 3.9
Brush 0.3
Rock i.3
36.%

June L1985 - 522/%
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HIGHEST AND BEST USE

~ Highest and Best Use refers to the use which is, or can be
made, of the land to the best advantage, and is defined as "that use
which is most likely to produce the greatest net return in terms of
money and/or amenities over a given period of time". The principle
of highest and best use is fundamental to the concept of value in rea]
estate. The decision made as to a property's highest and best use must
be a legal one from the standpoint of zoning, health regulations and the
like, and there must exist a demand for the use.

Ecological Reserve

The purpose of this appraisal is to assist the owner, MacMillan
Bioedel Ltd. and the Government of British Columbia in negotiations to effect
a land exchange that will see this property included within the Robson Bight
Ecological Reserve. A foreshore area of 3084 acres (1248 ha.) was desig-
nated on June 17, 1982 as the Robson Bight Ecological Reserve. The

purpose of this ecological reserve is to protect and preserve killer
whale habitat.

Location

The subject is considered to be in a remote location, =40 km
southeast of Port McNeill and it is surrounded by Crown land under forest
management.

Forest Cover

The property was recently cruised at which time it was estimated
that 34.8 ha (86 acres) contained merchantable timber and that the timbered
area consisted of predominantly Good growing site. It is estimated that
the property would yield a net volume of 27,249 cubic meters of merchantable
timber or 783m3 per hectare.

Recreational Potential

In recent years, the area has become popular because of the
Ecological Reserve and the increasing public awareness of the importance
of protecting the killer whale habitat.

D. R COELL & ASSOCIATES INC.
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Considering the foregoing factors, the appraiser is of the
opinion that the highest and best use for the subject property is as a
holding property, pending the growth in recreational demand and the
Timited utilization of the forest respurce, pursuant to the restrictions
of the Ecological Reserve.

gy
ety
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ESTIMATE OF VACANT LAND VALUE

DIRECT SALES COMPARISON APPROACH

The direct sales comparison approach is the utiiization
and analysis of actual market conditions and transactions that have
concerned properties similar to the one being appraised. It is a
process of comparing sales, listings and other factors affecting
the market value.

The direct sales comparison approach can usually be con-
sidered good evidence of value as it represents the actions of the
typical buyer, user or investor of property.

The approach requires the rating of the property being
appraised with other properties for which the market data is known.
A1l the relevant facts about each sale property used are assembled
and weighed against the corresponding facts relating to the subject
property. Thus a standard is established upon which an estimate of
value for the property under appraisal may be based. The valuation
assumes the land is vacant and capable of utilization within its
existing zoning.

As a result of the appraiser's investigations and analysis,
a cross-section of the available transactions have been analysed, and
narrowed to those contained in this report.

D. R, COELL & ASSOCIATES INC.




Sale No. 1

legal Description:
Location:

Lot size/area:
Sale Price:

Sale Date:

Indicated price per acre:

Zoning:
Comments:

Sale Ho. 2

Legal Description:

Location:

Lot size/area:
Sale Price:
Sale Date:

Indicated price per acre:

Zoning:
Comments:

D. R. COELL & ASSOCIATES INC.
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Lot 157, Renfrew District
Port Renfrew - Port San Juan
64.5 acres

$156,600

January 1985

* $647 per acre  {bare land)
Rural

* Merchantable timber is estimated to
contribute $114,900.

A remote property within the proposed

boundary of Pacific Rim National Park.

Negotiations to purchase were carried

out over a three year period.

That part of the fractional Southeast % of
Lot 280 Barclay District, lying to the

East of Parcel "B" of said 1ot and to the
East of the Pachena Light house Reserve as
shown outlined in red on Plan deposited under
No. 61256-1

Pachena Point - south of Bamfield
107 acres

$216,500

December 1981

*$793 per acre  (bare land)}

Rural

*Merchantable timber is estimated to contri-
bute $131,600.

A remote parcel without road access on a

rugged section of coastline.




Sale No. 3

Legal Description:
Location:

Lot size/area:
Sale Price:

Sale Date:

Indicated price per acre:

Comments:

Sale No. 4
Legal Description:

Location:

Lot size/area:
Sale Price:
Sale Date:

Indicated price per acre:

Comments:

D. R COELL & ASSOCIATES INC.
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Section 146, Renfrew District
Owen Point - Port San Juan
725 acres

$1,682,000

January 1982

*$607 (bare land)

This sale involved a waterfront timberiand
property which was purchased by the Provincial
Government for inclusion in Pacific Rim
National Park. The property was appraised
independently at $1,682,000 with an allocated
bare land value of *3440,000.

Lots 1486, 1487, 1488 & 1489, New Westminster
District

Hardy Island -~ Jervis Inlet

1,699 acres

$1,200,000

June 1985

$706

Four district lots which make up the entire
area of Hardy Island. This island was pur-
chased in the late 70's and subsequently
logged, leaving a narrow fringe of trees
along the shoreline. This is a popular
boating area and the south side of the island
offers seasonal small boat anchorages.
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Sale No. 5

Legal Description:
Location:

Lot size/area:
Sale Price:

Sale Date:

Indicated price per acre:

Comments;

Sale No. 6
Legal Description:

Location:

Lot size/area:
Sale Price:
Sale Date:

Indicated price per acre:

Comments:

Sale No. 7
Legal Description:

Location:

Lot size/area:
Sale Price:
Sale Date:

Indicated price per acre:

Comments:

D. R COELL & ASSOCIATES INC.
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Parts of D.L. 1894 & 1371 Clayoquot District
Hot Springs Cove - Refuge Cove

231 acres

$188,500

Hay 1985

$816

An oceanfront site consisting of six
properties Tocated just north of the Hot
Sorings Cove Park. The property is improved
with residential structures which provide a
nominal contribution in the purchase price.
The land did contain some cedar suitable for
shakes which s presently being extracted.

D.L. 156, Range 1, Coast District, except
that part included in Plan 645.

Shoal Bay ~ north side East Thurlow Island
144 acres

$185,000

March 1985

$1.285 per acre

A waterfront property with good quality
anchorage and marginal forest cover.

Lot 10 Sayward District and Lot A, D.L. 1028
Plan 4063 Sayward District

Open Bay - Quadra Island
275 acres

$550,000*

February 1984

$1,455 per acre

* It is reported that the merchantable timber
contributed approximately $150,000 at the
time of sale.
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SALES SUMMARY

Sale Sale Price

_No. Location Size/acres per Acre Sale Date
1 Port Renfrew 64.5 $ 647 January 1985
2 Pachena Point 107.0 793 December 1981
3 Owen Point 725.0 607 January 1982
4 Hardy Island 1,6958.0 706 June 1885
5 Hot Springs Cove 231.0 816 May 1985
6 Shoal Bay 144.0 1,285 March 1985
7 Open Bay 275.0 1,455 February 1984.

Sales Analysis

Our sales investigation covered both the east and west coasts
of Vancouver Island. Market trading of waterfront timberland has been
very limited over the past four years with the downturn in the economy
and, in particular, a recession in the Forest Industry.

We have investigated the Government acquisition of three timber-
land acreages associated with Pacific Rim National Park. In all three cases,
the sites were remote waterfront sites and timber cruise and economic
timber value estimates were available.

Sale No. 1 - $647 per acre {bare land) - Port Renfrew

A steep, rugged timberland acreage that did not have road access.
Although this site was within the mouth of Port San Juan Harbour, its
topography required land access rather than water access for logging. The
vendor was an informed land owner of resource properties and conducted
extensive negotiations before a final sale was executed. The subject
enjoys superior site conditions and logging opportunities.

Sale No. 2 - $793 per acre {(bare land) =~ Pachena Point

A remote site on the west coast of Vancouver Island situated
adjacent to the Pachena Lighthouse on the West Coast Life Saving Trail.
This property has a rugged exposed coast shoreline that would not permit log

D. R. COELL & ASSOCIATES INC.
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booming. This sale is considered inferior to the subject, however, it
occurred at the peak of the marketplace in 1981.

Sale No. 3 - $607 per acre {(bare land) - Owen Point

A larger acreage located adjacent to Sale No. 1 near Port
Renfrew. The vendor was a major forest products company who was well
informed as to the quantity and value of timber.

Sale No. 4 - §706 per acre - Hardy Island

A large acreage transaction involving an entire island. It

is reported that the purchasers are a syndicated group who have development
plans for the island. The island was clear-cut logged with the exception
of a small fringe along the shoreline. An upward adiustment is considered
necessary to refliect the difference in size.

Sale No. 5 - $816 per acre - Hot Springs Cove

A group of six properties totalling 231 acres located on the
west coast of Vancouver Island north of Tofino. The sale itself does not
contain any hot springs, however, it is adjacent to the new Hot Springs
Cove Provincial Park which is gaining in popularity.

Sale No. 6 - $1,285 per acre - Shoal Bay
A recent sale of an acreage on the east side of Vancouver Island
located on the north side of East Thurlow Island. The sale is reported to

contain only marginal timber values, however, it does have good sheltered
anchorage.

Sale No. 7 -~ $1,455 per acre (bare land) - Open Bay - Quadra Island
A timberland acreage on the east side of Quadra Island with

extensive good quality waterfrontage. The purchaser bought the property

for its forest resources. Access to the site is by water only, however,

its location is considered superior to the subject and a downward adjust-
ment is required.

D. R COELL & ASSOCIATES INC.
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In reviewing the market activity, the appraiser considers
Sales No. 1 to No. 3, which are Government purchases, to provide a limited
indicator to value due to the non-arms length nature of the transactions.
Sale No. 4 is much larger in size and it would appear to have been purchased
for future development purposes as well as its capability for growing timber.
Sale No. 5 consisted of six parcels which when assembled made a contiguous
waterfront block. Sales No. 6 and 7 are located on islands in Johnstone
Strait and contained excellent waterfront site conditions.

After carefully considering the relevant factors set out above
for each of the comparables in relation to the subject and in addition, the
overail condition of the large acreage market activity, the appraiser is of
the opinion that the market value of the subject's "bare land" as of
June 30, 1985 was:

94 acres at $900 per acre = $84,600

D. R. COELL & ASSOCIATES INC.
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ADDENDA
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QFFICIAL SURVEY PLAN
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Ecological Reserve No.: 111

Order~in-Council No.: 1134, 1148

File Number: 0357634
Name of Reserve: Robson Bight Ecological Reserve
. Date Established: June 17, 1982
é Location: Robson Bight is a small, renote bay on the

northeast coast of Vancouver Island situated
40 km southeast of Port McHNeill and 43 km
northwest of Sayward '‘at the mouth of the
Tsitika River.

Legal Description: All that foreshore or land covered by water in
the vicinity of Robson Bight, Rupert District
more particularly described as commencing at
the point of intersection of the right bank of
Sir John Creek with the southerly boundary of
Johnstone Strait; thence due north a distance
of 1000 metres; thence southeasterly in a
straight line 83800 metres more oOr less to a
point 1000 metres due north of the point of
intersection of the left bank of Schmidt Creek

3 and the southerly boundary of the

< aforementioned Johnstone Strait; thence due

south 1000 metres to said point; thence in a

general northwesterly and southwesterly

direction along the southerly boundary of

Johnstone Strait to a point due east of the

northwest corner of Lot 223, Rupert District;

thence due west to said point; thence
continuing along said southerly boundary of

Johnstone Strait in a general northwesterly

direction to the aforementioned point of

commencement, containing 1248 ha more or less.

Area: 1,248 ha {(water)
Object and Community The Robson Bight area has been set aside to
Type: _ protect killer whales and a crucial part of

their habitat. Killer whales use Robson Bight
as their home base. Behaviours observed there
include resting and sleeping, playinyg and
rubbing on beaches and rocks. It is
suspected, but not confirmed, that Robson
Bight is significant in killer whale
reproduction.
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