LESSON IX B C


OBJECTIVE VI.
IMPORTANCE
Marketing timber is the final act of forest management and will determine the financial success or failure of the forestry enterprise over the entire rotation of a crop of trees. To spend years managing a stand of timber and then do a poor job of marketing results in receiving less than the full value of the timber and perhaps in leaving the stand in an impossible state to begin

another rotation. No detailed discussion will be made of the various harvesting methods used.

BASIC CONSIDERATIONS
1. What is there to sell?

2. Can that which is for sale be sold?

3. What is desired to be left after the saleable product is sold?

4. What is the intended use of the property after the timber sale?

What Is There To Sell?
The product or products must be identified. Is the product sawtimber, pulpwood, poles, firewood, fence posts or a combination of these products?

Can That Which is for Sale be Sold?
Here we are concerned with sufficient volume and quality necessary to attract a buyer. A landowner may wish to sell poles, but he really does not have enough good quality trees to entice a company buying poles to set up a wood harvesting operation to go in and get them. The landowner does have a substantial quantity of sawtimber and may be able to get a sawtimber logging crew to separate out the poles or give him special consideration in price for this product

which they may in turn sell for poles. Usually it is a good policy to determine the dominant product in the stand of timber or, in other words, the product which comprises most of the total value of the stand. After the dominant product has been determined by relative value, this gives the landowner a better idea of what type of wood-using concern should be able to pay the best price for the tract of timber. It is possible to sell different products to different companies from the same tract of timber and successfully market the timber. This is particularly true when:

1. two products are not similar to one another

2. products can be positively identified

3. products are not separated by a fine line of distinction

4. the harvesting operations are not simultaneous

5. harvesting operations are found in a different location on the tract

6. operations have no obvious reason to conflict one with the other and,

7. each has a separate contract acknowledging the operation of the other if time of harvesting overlaps.

Most landowners prefer to execute a contract with one company, allowing the buyer to subcontract product removals with other concerns.

What is desired to be left after the saleable product is sold?
This should be considered by the landowner if he has in mind converting this land to other land use. Should the landowner wish to plant the tract back with a mechanical planter and save some money on site preparation this question would be an important one. If the landowner wishes to convert this land to pasture or cropland, he should be concerned in having as little residue left

as possible.
Example -- A whole-tree chipping operation or the "guts, feathers and all" operation may leave a tract ideal for conversion to pasture land. A tree pulling or lifting operation will leave a wooded tract in good condition for conversion to crop land. 

Consideration of the above basic questions may determine to a large extent how timber should be sold. Listed below are possible choices that may fit into the landowner's overall plan.

1. A lump sum sale for all merchantable timber.

2. A lump sum sale for all marked and specified size or species of trees.

3. A unit price sale for removed timber paid as is cut.

4. A lump sum sale with overage clause based on removed volume which keeps the landowner in the ball game in case of an overcut.

5. A cutting and clearing contract (the timber contractor may be penalized for not removing all timber on the tract). 

These preliminary considerations may also strongly suggest the cutting method that should be used to achieve the results consistent with the landowner's plan of management.

1. Clear Cut -- Cut everything merchantable. May or may not have a penalty imposed for not cutting everything.

2. Strip Clear Cutting -- Cut everything merchantable within predetermined strips within the property lines. This method is employed to re-seed the area from the trees standing on the sides of the strip. This method is also modified and called block clear cutting.

3. Seed Tree Harvest Cut -- All trees are removed except 6 to 10 trees per acre which have been selected and visibly designated to regenerate the forest.

4. Shelterwood Cut -- All trees are removed except approximately 30 trees per acre selected to regenerate the forest.

5. Improvement Cut -- Made to rid the tract of undesirable species, defective, diseased, insect infested, non-vigorous, malformed and crowded trees. Is also called selective thinning although there is a difference in that you take no trees out strictly for the purpose of raising revenue when making an improvement cut.

6. Salvage Cut -- Remove all trees that will otherwise be lost from the market and not be utilized.

Should the landowner wish to have one of the above cuts made on his forest land he must prepare the tract for a timber sale. There are at least three routes a landowner may select at this point.

1. Measure and mark the timber himself and/or otherwise prepare the timber sale.

2. Use of a service forester to help prepare the sale, particularly in marking and tallying volume of marked timber to be sold. Service foresters, if employed by the State, will not usually cruise timber for an individual. A service forester employed by a wood using industry may give the results of a cruise to a landowner only by permission from the Industry or Company.

3. Hire a consulting forester to mark and inventory the timber and/or handle the entire sale.

The landowner at this point may select option 3 but should be knowledgeable of how to help in preparing the timber sale.

Preparing the Timber Sale
1. Locating and identifying timber sale boundaries. The property lines or timber sale lines within the landowner's property should be positively identified and marked with high visibility paint or flagging. This is so as to leave no question of where the line is when approached from any direction in any segment of the sale area. In the event the buyer's crew cuts over the line and onto adjacent landowner's property, a well defined land line, made so by the landowner, may determine who pays the penalty. A prospective buyer is much more willing to begin field work after the land lines are identified and marked.

2. Clearing the tract from all encumbrances including liens, unpaid taxes, boundary disputes, and cloudy title. When there is an encumbrance that cannot be cleared up before the landowner needs to sell the timber, he may give the buyer an affidavit before the contract is signed. When a buyer purchases timber from a source that does not have full ownership of the property or timber

as a result of a legal suit, the buyer could be held liable for the timber in question. Contrarily, when a buyer purchases a commodity from a source suspecting that everything may not be exactly in order, the element of risk enters into the price the buyer will offer the seller. The landowner is wise to have everything in order to erase any doubts the buyer may have as to the legal aspects of the sale.

3. Providing Access Routes. Access to the timber or lack of access routes greatly influence the value of the timber to be removed. Any improvement or convenience that the landowner can provide, through negotiation or permission from adjacent landowners, that will reduce logging cost of the tract should enhance the value of the timber to be sold. In many instances the buyer simply figures out the maximum logging cost, subtracts this figure from the product value and then is able to work out an improved access to the tract after purchasing the timber. Usually it is easier for the owner to make access arrangements than the concern purchasing the timber.

4. Measuring and marking the timber to be sold. This may be referred to as a 100% cruise of the trees to be cut. This operation involves the product measurement of the timber found on the tract and the designation of the timber which is to be cut or the timber that is not to be cut.

The equipment and supplies needed to inventory the stumpage would generally include an instrument to measure merchantable height and diameter of the trees to be sold, tally form to make a record of the number of trees measured and the size classification, and volume table to convert the tree size classification to board feet, cords, units, etc.

In addition to measuring the trees it may be necessary to designate the trees to be cut and/or the ones to leave. This is often accomplished with a paint gun and tree marking paint sprayed on the tree at the time they are measured and recorded.

5. A Suggested Procedure for Marking and Measuring a Stand of Timber.

A. Locate timber sale boundary lines and mark in some manner to visibly distinct.

B. Assemble together the following equipment:

(1) Two sharp pencils and pocket knife to keep them sharp. 

(2) Tally cards and volume tables. (The Georgia Forestry Commission provides a form with a tally card on one side and a volume table on the other.)

(3) Tree marking paint gun and paint.

(4) Cruising stick or Biltmore stick (to measure height and diameter); if not skilled in using a cruising stick, secure a diameter tape and clinometer or other precise height measuring instrument.

C. Plan route of travel with sun to back, facing a visible boundary line if possible. D. Mark the timber on the same side of the tree away from the boundary line facing the next "streak" or "drift" that will be made through the timber. Put one spot of paint half on the ground and half on the roots of the tree and another spot at eye level or above on the trunk of the tree. Move through the timber marking, measuring and recording the trees in a 66 ft. to 100 ft. "strip", or "drift" along the boundary line to the end of the sale area. Return on this drift banking on the previously marked trees to insure that no timber is skipped. Do not leave paint cans with any paint at all in them so someone could mark additional trees. Continue to mark the stand until the entire tract is marked and tallied. See the tallying procedure as outlined on the tally card to make counting the trees to compute volumes an easy chore.

6. Correcting or Identifying Unsafe Conditions. Correct any dangerous condition that is practical to correct in the tract of timber. (Example: Fill in an open well.) Mark with a warning sign, flag with high visibility tape or paint if not practical to correct. (Example: You can correct an open well but not a sink hole.)

Merchandising The Timber For Sale
1. Survey all possible markets within reasonable transporting distance, especially the ones buying the forest product of most total value found on the tract of timber.

2. Identify, classify, and advertise the major forest products (in appreciable volume) to be included in the sale.

3. Give all reputable buyers an equal opportunity to purchase the timber. Should a prospective buyer feel that another buyer has an inside advantage, he will not waste time on doing the necessary field work to bid on the sale. An advantage allegedly given to one prospective buyer tarnishes the spirit of competition. Competition should be encouraged; it is important that every buyer have the feeling that his company has an equal opportunity to purchase the timber.

4. Selling timber at the right time. Keeping in mind that timber prices do fluctuate; plan ahead to sell the timber within a tax advantage period. Within this advantage period of time try to sell the timber on a rising market. It is very difficult to sell any commodity at the very peak price because no one individual knows when it has come or when the peak has past. One pit-fall that has cost landowners a lot of money in sale price is to hold the timber resource as one would hold an insurance policy, then sell this commodity when the landowner is in an economic crunch and looks to the timber to bail him out. The landowner in this situation often has no choice but to sell at whatever the timber will bring on a buyers market. Unless there is a forest insect or disease epidemic or storm damage the timber will not spoil and should be sold on a sellers market when competition is keen.

5. Inviting buyers to bid on the timber. The invitation to bid on the timber should contain all of the information that the landowner wishes to have made public to anyone. Suggested items of information that could appear on the invitation are as follows:

A. Owner's or administrator's name, address, phone number and county of residence.

B. Location of the tract of timber. Location map referenced from easy to find landmarks (roads, churches, intersections, etc.).

C. Description of property -- Give the legal description of the property from the land deed or survey map. Follow with a description of what has been done to make the tract of timber ready for sale: the color of paint or flagging that appears on the land lines, cleared access routes, the acreage of the tract, type of deed the owner has on the property, and statement that there are no encumbrances on the property, if this is the case.

D. Description of the timber -- The landowner may or may not choose to give the cruise data to the bidding parties. There are advantages and disadvantages to giving out this information. An advantage is that it will immediately interest a greater number of parties to bid on the timber since usually this information will cut down on the field work that will have to be done by the individual companies. Some small but reputable and aggressive companies do not have field men on their payroll and must pay to have this cruising done before they can bid. When a registered forester is employed by the landowner, he places his name and registration number of the cruise and cruise map. This cruiser often has an accuracy reputation in the general area with wood-using industries which often has a bearing on whether they will accept the cruise or do their own. If the cruise is done by the landowner or other nonprofessional person it would be desirable to explain the procedure, give the Log Rule used and the form class. When a company does their own field work they have gone to some expense and have time invested in the tract and are likely to submit a very competitive bid based on their findings. In other words, a company does not ordinarily expend time and money in field work unless they fully intend to buy the timber.

Should the landowner decide to withhold the cruise data he should keep this information strictly confidential. Timber buyers are very skillful in picking this type of information from a landowner. Should this information get out to one prospective buyer, then it should be made available to all interested parties.

E. Terms of the contract -- The seller should decide, prior to issuing invitations to bid, on the most important provisions of the contract to be drawn up that will protect the interests of the landowner. These items should be listed in the invitation, as they may have a bearing on the value of the tract to the buyer. This information also will be necessary for the buyer to be prepared to bid on the tract and comply with the requirements of the seller to execute the contract. Some of the items that may appear in the invitation are:

(1) Time that will be allowed to harvest the timber. 

(2) When will the money be due and in what form. 

(3) Any unusual provisions of the contract that the landowner will insist on being in the contract.

This allows the landowner to discourage bids from buyers short in any one of the following categories:

(a) Character (Reputation)

(b) Credit, Collateral -- can the buyer stand adversity?

(c) Capacity -- (Is buyer equipped to move the timber?)

(d) Capability -- performance in the past.

Have you ever heard of a house being sold but then could not be closed out because the buyer could not be financed? A carefully drawn up invitation to bid will help prevent this from happening. Often the seller requires a substantial percentage of the sale to be paid when the bids are opened or the auction is over if sold in that manner. The balance is then due upon execution of the contract. In other cases the contract is drawn up for wood to be paid for as removed at a specified price per unit of measure whether pounds, cords, MBF, poles or fence posts.

F. The invitation to bid should also include the time or deadline for the bid to be made, the location or address to submit the bid, and specified instructions for submitting the bid

Selling The Timber
The seller owes all prospective buyers the courtesy of letting them know how they came out. Should the timber be sold at auction or formal bid-opening the situation is completely open and no written response need be made. There is merit in accepting sealed bids, having a formal opening, and selling the timber to the highest qualifying bidder. This lets everyone know that the sale was conducted in an above-board manner giving each bidder an equal chance to purchase the timber. Some landowners have used the bid of one hopeful buyer to pry another up to the sale price. This practice will in the future limit competition for the seller in other sales. Sell timber to the highest bidder that has complied with the procedure as outlined by the seller.

Executing A Timber Contract
Once upon a time, a man's word was his bond. That is, agreements or "deals" were often agreed on verbally and total reliance was placed on each person's word that terms would be honored on agreements without recourse to written instruments. Of course, life then was simpler and relatively uncomplicated. Timber was a commodity that often passed between owners and buyers based solely on verbal agreements.

Today, most timber is, or should be, sold on the basis of written agreements. Written agreements, or contracts, are now essential features of timber transactions because life is considerably more complicated. Agreeing parties are not generally well acquainted which effectively removes a basis of trust. Often timber is owned by absentee landowners who are not in a position to check or supervise cutting operations. Cutting specifications vary widely in today's timber harvesting which, by its own sophistication, requires a firm understanding by parties, in original agreement, to agree in writing so as to avoid future conflicts in removals. Land use practices are also, in many cases, an integral part of timber removals and require extensive understanding by both parties involved in sale, thereby assuring a necessity for written understandings. These "understandings" or "agreements" are generally termed contracts in the forest industry.

Timber contracts may vary in content and construction; however, all contracts secure one basic function which is to bear witness between a willing buyer and a willing seller. Contracts, in order to be workable, must recognize the interest of both parties in original agreement and provide mutual protection.

Since timber, and it's removal, is complex and consists of many variables such as size, height, form, quality, density, location, and distance, any timber contract must also recognize that exactness is a difficult achievement at best. Therefore, "understandings" within such contracts should be workable or reasonably obtainable by both parties.

Contracts may be termed Timber Sale Agreements, Timber Contracts, Timber Deeds, Timber Cut and Haul Contracts, or Timber Memorandum of Agreements, among other such titles; however, all essentially outline intent relating to the removal of timber from a willing seller's property by a willing buyer. Most include and are generally developed physically as follows:

OPENING: Statement of location -- county and state. Statement of date and parties involved.

DECLARATION: Statement of commitment on the part of both parties to sell and buy and usually include amount or partial consideration.

DESCRIPTION: Statement of land description -- usually a copy of the owner's deed description. Maps may also be included by reference.

CONDITIONS: Statement of conditions to be observed in the course of timber removals usually, but certainly not always, including the following:

Term -- Statement of time to be allowed for removals. Also includes any extension considerations. 
Ingress or Egress -- Statement of allowance for ways and means of physically removing timber from property. Covers roads, road locations, right-of-way, etc.

Inserts -- Statement of conditions that must be included depending upon circumstances. Included are:

Restoration -- Statement of items to be protected such as small trees, unmarked trees, suppression of fires, etc.

 Bonding -- Statement of performance bond and amount, if needed.

Specifications -- Statement of actual cutting specifications such as size tree to be cut, trees to be left, top size, etc.

Harmless Clause -- Statement of owner or buyer holding the other party harmless for acts beyond his control.

BINDER CLAUSE: Statements of binding upon both parties and their successors.

WARRANTY: Statement by seller that he has a right to sell timber and he will defend such rights.

WITNESS: Statement of witness by seller and possibly others.

EXECUTION: Includes written seal of seller, witness and notary, if required.

Any contract or agreement may be as long or as short as two parties will accept; however, it should not be any longer or more complicated than is essential to accomplish fairly the transfer and removal of timber. In large measure, such accomplishment resides with the original understanding and its acceptance by both parties.

In conclusion, the legal aspects of the contract should be recorded in the county courthouse where the timber land is located.

Following Up On and Checking The Timber Sale
Upon execution of the timber sale contract the seller should leave no doubt in the buyer's mind that he will insist on compliance with the contract but at the same time be reasonable. The insertion of a pre-determined procedure for registering a complaint which may constitute breach of contract into the contract may provide a basis for reaching a painless settlement. Example: The landowner will make a complaint directly to the owner of the contract and not a woods harvesting crew. The landowner would not shut down a wood harvesting operation by ordering the crew to stop for a minor infraction but contact the owner of the contract. Public relations is important to a reputable timber company. A good policy is to let their representative know that you would like to be able to recommend his company to buy other sales.

Inspection of the wood cutting operation is most effective if done often and at irregular times. Just as the seller would not make a complaint to the woods crew neither would he praise the performance of the crew but save this praise for the owner of the contract or designated representative.

