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IMPORTANT INFORMATION FOR INVESTORS 

NO DEALER, BROKER, SALESPERSON OR OTHER PERSON HAS BEEN AUTHORIZED 
BY THE AUTHORITY, THE COMPANY OR THE UNDERWRITER TO GIVE ANY INFORMATION 
OR TO MAKE ANY REPRESENTATIONS OTHER THAN THOSE CONTAINED IN THIS LIMITED 
OFFERING MEMORANDUM, AND, IF GIVEN OR MADE, SUCH OTHER INFORMATION OR 
REPRESENTATIONS MUST NOT BE RELIED UPON AS HAVING BEEN AUTHORIZED BY ANY 
OF THE FOREGOING.  THE UNDERWRITER HAS PROVIDED THE FOLLOWING SENTENCE FOR 
INCLUSION IN THIS LIMITED OFFERING MEMORANDUM.  THE UNDERWRITER HAS 
REVIEWED THE INFORMATION IN THIS LIMITED OFFERING MEMORANDUM IN 
ACCORDANCE WITH, AND AS PART OF, ITS RESPONSIBILITIES TO INVESTORS UNDER THE 
FEDERAL SECURITIES LAW AS APPLIED TO THE FACTS AND CIRCUMSTANCES OF THIS 
TRANSACTION, BUT THE UNDERWRITER DOES NOT GUARANTEE THE ACCURACY OR 
COMPLETENESS OF SUCH INFORMATION.  THIS LIMITED OFFERING MEMORANDUM DOES 
NOT CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION OF AN OFFER TO BUY, AND 
THERE SHALL NOT BE ANY SALE OF THE SERIES 2022 BONDS, BY ANY PERSON IN ANY 
JURISDICTION IN WHICH IT IS UNLAWFUL FOR SUCH PERSON TO MAKE SUCH OFFER, 
SOLICITATION OR SALE. 

THE INFORMATION AND EXPRESSIONS OF OPINION HEREIN ARE SUBJECT TO 
CHANGE WITHOUT NOTICE, AND NEITHER THE DELIVERY OF THIS LIMITED OFFERING 
MEMORANDUM NOR ANY SALE MADE HEREUNDER SHALL, UNDER ANY 
CIRCUMSTANCES, CREATE ANY IMPLICATION THAT THERE HAS BEEN NO CHANGE IN THE 
AFFAIRS OF THE COMPANY SINCE THE DATE HEREOF. 

THE AUTHORITY HAS NOT REVIEWED THIS LIMITED OFFERING MEMORANDUM OR 
INVESTIGATED THE STATEMENTS OR REPRESENTATIONS CONTAINED HEREIN, EXCEPT 
FOR THOSE STATEMENTS RELATING TO THE AUTHORITY SET FORTH UNDER THE 
CAPTIONS “THE AUTHORITY” AND “MATERIAL LITIGATION – THE AUTHORITY.”  EXCEPT 
WITH RESPECT TO THE INFORMATION CONTAINED UNDER SUCH CAPTIONS, THE 
AUTHORITY MAKES NO REPRESENTATION AS TO THE COMPLETENESS, SUFFICIENCY OR 
TRUTHFULNESS OF THE STATEMENTS SET FORTH IN THIS LIMITED OFFERING 
MEMORANDUM.  

INVESTMENT CONSIDERATIONS; TRANSFER RESTRICTIONS 

THE SERIES 2022 BONDS HAVE NOT BEEN, AND ARE NOT REQUIRED TO BE, 
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”) 
OR UNDER THE LAWS OF ANY OTHER JURISDICTION, AND THE INDENTURE HAS NOT 
BEEN, AND IS NOT REQUIRED TO BE, QUALIFIED UNDER THE TRUST INDENTURE ACT OF 
1939, AS AMENDED, IN RELIANCE UPON EXEMPTIONS CONTAINED IN SUCH ACTS. 

THE SERIES 2022 BONDS ARE CONSIDERED “RESTRICTED SECURITIES” WITHIN THE 
MEANING OF RULE 144 UNDER THE SECURITIES ACT. THE SERIES 2022 BONDS ARE BEING 
OFFERED AND SOLD ONLY TO “QUALIFIED INSTITUTIONAL BUYERS” WITHIN THE 
MEANING OF, AND IN ACCORDANCE WITH, RULE 144A UNDER THE SECURITIES ACT.  
HOLDERS OF THE SERIES 2022 BONDS WILL BE REQUIRED TO DELIVER AN “INVESTOR 
LETTER” SUBSTANTIALLY IN THE FORMS OF APPENDIX H-1 OR H-2, AS APPROPRIATE, IN 
CONNECTION WITH SUCH INVESTMENT PROVIDING REPRESENTATIONS AND 
ASSURANCES TO THE AUTHORITY, THE COMPANY AND THE UNDERWRITER REGARDING, 
AMONG OTHER MATTERS, THE HOLDER’S KNOWLEDGE AND SOPHISTICATION IN THE 
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EVALUATION AND ACQUISITION OF SECURITIES SUCH AS THE SERIES 2022 BONDS AND 
ITS STATUS AS A QUALIFIED INSTITUTIONAL BUYER.  TRANSFER OF THE SERIES 2022 
BONDS IS FURTHER RESTRICTED PURSUANT TO THE TERMS OF THE INDENTURE TO 
QUALIFIED INSTITUTIONAL BUYERS.  TRANSFER OF THE SERIES 2022 BONDS IS FURTHER 
RESTRICTED TO DENOMINATIONS OF $100,000, AND INTEGRAL MULTIPLES OF $1.00 IN 
EXCESS THEREOF. 

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN 
EXAMINATION OF THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS 
INVOLVED.  THE SERIES 2022 BONDS HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL 
OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THE 
FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED THE 
ADEQUACY OF THIS DOCUMENT.  ANY REPRESENTATION TO THE CONTRARY IS A 
CRIMINAL OFFENSE. 

CAUTIONARY NOTE REGARDING FORWARD-LOOKING INFORMATION 

THE STATEMENTS CONTAINED IN THIS LIMITED OFFERING MEMORANDUM, 
INCLUDING, WITHOUT LIMITATION, CERTAIN FINANCIAL INFORMATION PROVIDED BY 
THE COMPANY HEREIN, THAT ARE NOT PURELY HISTORICAL, ARE FORWARD-LOOKING 
STATEMENTS, AS DEFINED IN THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 
1995, AND WHICH EXPRESS CERTAIN EXPECTATIONS, INTENTIONS OR STRATEGIES OF THE 
COMPANY REGARDING THE FUTURE.  ANY SUCH FORWARD-LOOKING INFORMATION, 
INCLUDING FORWARD-LOOKING FINANCIAL INFORMATION, MUST BE VIEWED WITH 
CAUTION. 

THE FORWARD-LOOKING STATEMENTS HEREIN ARE NECESSARILY BASED ON 
VARIOUS ASSUMPTIONS AND ESTIMATES, ARE INHERENTLY SUBJECT TO VARIOUS RISKS 
AND UNCERTAINTIES, INCLUDING RISKS AND UNCERTAINTIES RELATING TO THE 
POSSIBLE INVALIDITY OF THE UNDERLYING ASSUMPTIONS AND ESTIMATES AND 
POSSIBLE CHANGES OR DEVELOPMENTS IN SOCIAL, ECONOMIC, BUSINESS, INDUSTRY, 
MARKET, LEGAL AND REGULATORY CIRCUMSTANCES AND CONDITIONS AND ACTIONS 
TAKEN OR OMITTED TO BE TAKEN BY THIRD PARTIES, INCLUDING CUSTOMERS, 
SUPPLIERS, BUSINESS PARTNERS AND COMPETITORS, LEGISLATIVE BODIES, THE 
JUDICIARY AND OTHER GOVERNMENTAL AUTHORITIES AND OFFICIALS.  ASSUMPTIONS 
RELATING TO THE FOREGOING INVOLVE JUDGMENTS WITH RESPECT TO, AMONG OTHER 
THINGS, FUTURE ECONOMIC, COMPETITIVE AND MARKET CONDITIONS AND FUTURE 
BUSINESS DECISIONS, ALL OF WHICH ARE DIFFICULT OR IMPOSSIBLE TO PREDICT 
ACCURATELY AND, THEREFOR, THERE CAN BE NO ASSURANCE THAT THE 
FORWARD-LOOKING STATEMENTS CONTAINED IN THIS LIMITED OFFERING 
MEMORANDUM WOULD PROVE TO BE ACCURATE. 

READERS SHOULD NOT PLACE UNDUE RELIANCE ON FORWARD-LOOKING 
STATEMENTS.  ALL FORWARD-LOOKING STATEMENTS INCLUDED IN THIS LIMITED 
OFFERING MEMORANDUM ARE BASED ON INFORMATION AVAILABLE TO THE COMPANY 
ON THE DATE HEREOF, AND THE COMPANY ASSUMES NO OBLIGATION TO UPDATE ANY 
SUCH FORWARD-LOOKING STATEMENTS. 

THE SERIES 2022 BONDS INVOLVE CERTAIN RISKS, AND PROSPECTIVE HOLDERS 
SHOULD READ THE SECTION HEREIN CAPTIONED “BONDHOLDERS’ RISKS.”  THE SERIES 
2022 BONDS MAY NOT BE SUITABLE INVESTMENTS FOR ALL PERSONS, AND PROSPECTIVE 
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HOLDERS SHOULD CAREFULLY EVALUATE THE RISKS AND MERITS OF AN INVESTMENT 
IN THE SERIES 2022 BONDS, SHOULD CONFER WITH THEIR OWN LEGAL AND FINANCIAL 
ADVISORS AND SHOULD BE ABLE TO BEAR THE RISK OF LOSS OF THEIR INVESTMENT IN 
THE SERIES 2022 BONDS BEFORE CONSIDERING ACQUISITION OF THE SERIES 2022 BONDS. 

NOTICE TO INVESTORS 

Holders of the Series 2022 Bonds, which are being issued as “taxable bonds,” will receive restricted 
securities under Rule 144A.  By its acquisition of a Bond or a beneficial interest therein, each holder will 
be deemed to have represented and agreed for the benefit of the Authority, the Company, the Trustee and 
the Underwriter, that in addition to the representations and agreements in the Investor Letter, the holder: 

(a) is (1) a Qualified Institutional Buyer as defined in Section 144A of the Securities Act, (2) 
aware that the sale to it is being made in reliance on Rule 144A and (3) acquiring the Series 2022 Bonds 
for its own account or for the account of a Qualified Institutional Buyer; 

(b) understands and acknowledges that the Series 2022 Bonds have not been registered under 
the Securities Act or any other applicable securities laws, are being offered for resale in transactions not 
requiring registration under the Securities Act, and may not be offered, sold or otherwise transferred except 
in compliance with an exemption to the registration requirements of the Securities Act and any other 
applicable securities laws, and in each case in compliance with the conditions to transfer set forth in clause 
(c) below; 

(c) agrees, and each subsequent holder of a Bond by its acceptance thereof will be deemed to 
have agreed, that it will not offer, sell, pledge or otherwise transfer the Series 2022 Bonds, prior to the 
expiration of the applicable holding period with respect to restricted securities set forth in Rule 144A, except 
where:  

(1) (i) the security is eligible for resale pursuant to Rule 144A, to a person who the 
seller reasonably believes is a Qualified Institutional Buyer that purchases for its own account or 
for the account of a Qualified Institutional Buyer in a transaction meeting the requirements of Rule 
144A, (ii) in a transaction meeting the requirements of Rule 144 under the Securities Act, or (iii) 
in accordance with another exemption from the registration requirements of the Securities Act;  

(2) to the Company or any subsidiary thereof; or  

(3) pursuant to an effective registration statement under the Securities Act and, in each 
case described in this clause (c), in accordance with any applicable securities laws of any state of 
the United States or any other applicable jurisdiction; 

(d) agrees that it will, and each subsequent holder is required to, notify any holder from it of 
the resale restrictions set forth in clause (c) above; and 

(e) understands that the Series 2022 Bonds will bear a restrictive legend to the following effect: 

“EACH REGISTERED OWNER OR BENEFICIAL OWNER OF THIS BOND (“HOLDER”), 
BY PURCHASING OR OTHERWISE ACQUIRING THIS BOND, ACKNOWLEDGES AND AGREES 
THAT THIS BOND IS A “RESTRICTED SECURITY” THAT HAS NOT BEEN REGISTERED UNDER 
THE SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”), OR APPLICABLE 
STATE SECURITIES LAWS (COLLECTIVELY, THE “ACTS”), HAS BEEN ACQUIRED FOR 
INVESTMENT AND NOT WITH A VIEW TO DISTRIBUTION OR SALE THEREOF, AND MAY NOT 
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BE OFFERED FOR SALE, PLEDGED OR HYPOTHECATED, SOLD OR OTHERWISE 
TRANSFERRED EXCEPT AS SET FORTH IN THE FOLLOWING SENTENCE.  BY ITS 
ACQUISITION HEREOF, THE HOLDER OF THIS BOND (1) IN THE CASE OF A TRANSFER 
PURSUANT TO RULE 144A UNDER THE SECURITIES ACT, REPRESENTS THAT IT IS A 
“QUALIFIED INSTITUTIONAL BUYER” (AS DEFINED IN SUCH RULE); (2) AGREES THAT IT 
WILL NOT RESELL OR OTHERWISE TRANSFER THIS BOND EXCEPT (A) TO THE COMPANY 
OR ANY SUBSIDIARY THEREOF; (B) FOR SO LONG AS THIS BOND IS ELIGIBLE FOR RESALE 
PURSUANT TO RULE 144A UNDER THE SECURITIES ACT, IN A TRANSACTION MEETING THE 
REQUIREMENTS OF RULE 144A TO A PERSON IT REASONABLY BELIEVES IS A “QUALIFIED 
INSTITUTIONAL BUYER” AS DEFINED IN RULE 144A UNDER THE SECURITIES ACT THAT 
PURCHASES FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A QUALIFIED 
INSTITUTIONAL BUYER TO WHICH NOTICE IS GIVEN THAT THE TRANSFER IS BEING MADE 
IN RELIANCE ON RULE 144A; (C) IN RELIANCE ON ANOTHER  EXEMPTION FROM THE 
REGISTRATION REQUIREMENTS OF THE SECURITIES ACT, SUBJECT TO THE RECEIPT BY 
THE COMPANY AND THE TRUSTEE OF A CERTIFICATION OF THE TRANSFEROR AND 
TRANSFEREE IN FORM AND SUBSTANCE REASONABLY SATISFACTORY TO THE COMPANY 
AND THE TRUSTEE TO THE EFFECT THAT SUCH TRANSFER IS IN COMPLIANCE WITH THE 
SECURITIES ACT; OR (D) PURSUANT TO EFFECTIVE REGISTRATION STATEMENTS UNDER 
THE SECURITIES ACT; AND (3) AGREES THAT IT WILL DELIVER TO EACH PERSON TO 
WHOM THIS BOND IS TRANSFERRED A NOTICE SUBSTANTIALLY TO THE EFFECT OF THIS 
LEGEND.” 

(f)  the holder acknowledges that the Authority, the Company, the Trustee, the Underwriter 
and others will rely upon the truth and accuracy of the foregoing acknowledgements, representations and 
agreements and agrees that, if any of the acknowledgements, representations or warranties deemed to have 
been made by it are no longer accurate, it shall promptly notify the Company and the Underwriter and if it 
is acquiring any Series 2022 Bonds as a fiduciary or agent for one or more investor accounts, it represents 
that it has sole investment discretion with respect to each such account and that it has full power to, and 
does, make the foregoing acknowledgements, representations and agreements on behalf of each such 
account. 

No representation can be made as to the availability of the exemption provided by Rule 144 under 
the Securities Act for resale of the Series 2022 Bonds. 
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(Sustainability-Linked Bonds) 

 
 

SUMMARY STATEMENT 

The following summary is qualified in its entirety by, and should be read in conjunction with, the more detailed 
information appearing elsewhere in this Limited Offering Memorandum. The offering of the Series 2022 Bonds (as defined 
below) to potential investors is made only by means of this entire Limited Offering Memorandum, including the 
appendices, and no person is authorized to detach this Summary Statement from this Limited Offering Memorandum or 
to otherwise use it without the entire Limited Offering Memorandum, including the appendices.  Capitalized terms used 
in this SUMMARY STATEMENT section and not otherwise defined will have the meanings specified in this Limited 
Offering Memorandum and in “APPENDIX A—DEFINITIONS OF CERTAIN TERMS” herein.   

The Authority: The Arizona Industrial Development Authority, a nonprofit corporation designated as a 
political subdivision of the State of Arizona (the “Authority”). 

 
The Company: The Authority will make a loan to NewLife Forest Restoration, LLC, a Delaware limited 

liability company (“NLFR” or the “Company”), in the aggregate principal amount of the 
Series 2022 Bonds, which will be applied to finance or refinance all or a portion of the costs 
of, or reimbursing prior capital expenditures related to, acquiring, constructing, improving, 
equipping and operating biomass (wood residuals) and lumber processing facilities of the 
Company located in or near Bellemont, Coconino County, Arizona, Williams, Coconino 
County, Arizona and Heber, Navajo County, Arizona.  The Company is currently the largest 
softwood lumber manufacturer in the southwestern United States and operates in close 
proximity to the largest contiguous ponderosa pine forest.  The Company’s business 
operates through three wholly-owned subsidiaries: Just Right, LLC, an Arizona limited 
liability company (“Just Right”), which holds title to the Company’s business assets, 
including title to the Mills; Good Earth Power AZ, LLC, an Arizona limited liability 
company (“GEPAZ”), which, together with its subsidiary Pioneer Forest Products 
Corporation, is the contract party to the Forest Service Contract (as defined herein); and 
NewLife Forest Products, L.L.C., an Arizona limited liability company (“NLFP” and, 
together with the Company, Just Right,  and GEPAZ, each a “Company Party” and, 
collectively or in any combination as appropriate, the “Company Parties”), which is the 
operating company for the business. The Company was formerly known as FEC Logging 
USA Holdings, LLC. See “THE COMPANY - Organizational Structure and Management.”   

The Project: The Project is the largest commercial sustainable forestry enterprise of its kind focused on 
addressing the unique requirements of forest restoration which provides access to large 
quantities of low-cost and low-grade timber inputs.  Through a highly customized and 
flexible manufacturing process, the Company is able to upgrade these inputs at scale into 
high-grade lumber products. The Project will involve the acquiring, constructing, 
improving, equipping and operating of biomass (wood residuals) and lumber processing 
facilities of the Company, which are or will be located in or near Bellemont, Arizona, 
Williams, Arizona and Heber, Arizona, including the sawmills, planer mills, and lumber dry 
kilns and related facilities (the “Mills”) now existing or to be constructed and owned and 
operated by the Company Parties.  The projected annual capacity of the Mills following a 
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15-month ramp in production (measuring from the Closing Date to full projected 
production) is approximately 160 million board feet. 

Company 
Development Plan: 

The Company expects its recent and on-going expansion, capital improvements and 
installation of the Project to facilitate cost-efficient production of high-valued forest 
products.  In 2020, NLFR upgraded its existing mills to increase capacity and efficiency.  In 
August 2021, NLFR completed the installation and commenced operation of the first of two 
engineered wood products (“EWP”) lines at the Bellemont, Arizona 425,000 square foot 
manufacturing facility, other than the installation of certain painting and finishing 
machinery which were commissioned in January 2022.  The EWP lines will equip the 
Company with a sustainable and differentiated capability in the southwestern United States 
to upgrade the value of low-grade timber and address the unique needs of sustainable forest 
restoration in close proximity to the forest.  The Company has seen a significant 
improvement in gross profit as a result of these efforts and expects to become increasingly 
profitable thereafter as its development plan is implemented.  See “PROJECTED 
FINANCIAL INFORMATION.”  The Company expects that the expansion program at the 
Bellemont, Arizona facility, including the Windfall Mill and the second EWP line, will 
enable NLFR to be a low-cost manufacturer of high-value lumber and major softwood 
building products supplier in close proximity to the fast-growing housing markets of 
Arizona, California and Texas. 

The Products and 
Residual Products: 

The Company’s products consist of lumber, engineered wood products, wood chips, 
sawdust, planer shavings, paneling and siding. Engineered Wood Products are a key driver 
of gross margin for the Company. The EWP line produces high-value ‘engineered’ lumber 
boards from low-grade timber inputs which have certain defects, such as knots. The EWP 
line scans the low-grade lumber boards for defects, cuts the lumber into small pieces, sorts 
the pieces reorganizing and/or removing pieces with significant defects, and glues the 
remaining pieces back together through an automated, high-speed manufacturing process. 
At the end of the process, ‘engineered’ lumber is created with significantly fewer defects 
resulting in a much higher value product which sells for 3x-5x the value of the original low-
grade lumber. 

Timber Supply: The Company, through its subsidiary, GEPAZ, is party to a contract (the “Phase I USFS 
Contract”) with the United States Forest Service (“USFS”).  The Phase I USFS Contract 
grants the Company the right to harvest up to 300,000 acres of Arizona forestland over a 
10-year term, which is part of Phase I of a public-private partnership referred to as the Four 
Forests Restoration Initiative (“4FRI”).  The Phase I USFS Contract expires in May 2022, 
unless the USFS agrees to extend the date.  However, task orders already issued by the 
USFS to the Company under the Phase I USFS Contract are authorized to be completed 
until the expiration of the task order.  The Company currently has unopened task orders for 
38,913 acres of land that it expects to thin after May 2022 and into 2024.  Following 
expiration of the Phase I USFS Contract, the Company anticipates acquiring fiber primarily 
from timber sales by the USFS.  Similar to task orders under the Phase I USFS Contract, 
the USFS releases parcels of timberland to the open market for bidders to purchase at 
auction.  USFS timber sales are substantively equivalent to task orders under the Phase I 
USFS Contract, except they are made available to the public by auction.  Each acre of 4FRI-
area forestland made available by a timber sale has completed the same National 
Environmental Policy Act (NEPA) approval process to ensure sustainable forestry and 
environmental protections.  The USFS has stated in its 4FRI strategic plan that it intends to 
make approximately 50,000 acres available per year, including any acreage contracted 
under a potential Phase II USFS Contract.  In recent public statements, the USFS proposed 
making approximately 44,000 acres available per year on relatively level land (slopes of 
fewer than 15 degrees).  The Company may also pursue alternative fiber sourcing 
opportunities (potential purchases by the Company include 700,000 acres of White 
Mountain Apache Tribal lands, 20,000 acres of forestland located on the Camp Navajo base, 
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and the forestlands managed by the State of Arizona).  No contracts or commitments exist 
with regard to these sources of fiber for the Company. 

On September 14, 2021, the USFS cancelled its solicitation for a Phase II contract (a “Phase 
II USFS Contract”) that was proposed to provide one or more bidders the right to harvest 
some portion of the 50,000 acres available annually over a period of 20 years.  At the same 
time, the USFS stated its support for the 4FRI program and its intent to request proposals 
for a Phase II Contract or other options as soon as possible. The Company participated in 
the bidding process for the Phase II USFS Contract and, if the USFS solicits bids for a 
potential Phase II USFS Contract in the future, the Company would expect to participate. 

In a public meeting held on October 12, 2021, the USFS set out its strategy for restoring the 
forests of Arizona in the 4FRI operating area.  In this session, the USFS identified 881,000 
acres of 4FRI timberland that it expects to make available for timber sales over the next 20 
years, in addition to the approximately 47,744 acres under existing task orders with the 
Company under the Phase I USFS Contract.  On November 9, 2021, U.S. Senator Kyrsten 
Sinema of Arizona and the Chief of the USFS held a meeting in Flagstaff, Arizona with a 
select group of 4FRI stakeholders, including the Company.  In the meeting, the USFS 
confirmed their firm support of 4FRI, announced an allocation of approximately $60 million 
in funding to support 4FRI restoration efforts, stated their goal of supporting existing local 
industry players in the East and West of the 4FRI operating area, and correspondingly 
reiterated their intention to auction 881,000 acres as timber sales over 20 years.  

In subsequent conversations between the Company and the USFS held in Albuquerque, 
New Mexico on November 17, 2021, the USFS informed the Company it would make 
available for auction 18,500 acres for timber sales on the West Side in Fiscal Year 2022.  
The USFS also confirmed its expectation to make available for auction approximately 
19,000 acres per year on the West side thereafter, where the Company is expected to be the 
only significant bidder, which would be sufficient to supply the Windfall Mill’s feedstock 
needs.  The USFS also confirmed its expectation to make available for auction 
approximately 10,000 to 15,000 acres per year on the East side, which would be sufficient 
to supply feedstock to the Lumberjack Mill (needing approximately 6,000 acres) and the 
smaller lumber operations in that area. 

The USFS also stated in the October 12, 2021 public meeting that it is considering making 
250,000 acres available over a 20-year period as part of a new Phase II USFS Contract 
request for proposals.  In the subsequent conversations between the Company and the USFS 
held in Albuquerque, New Mexico on November 17, 2021, the USFS stated that this 
process, if it proceeds, would not begin until late in the third quarter of 2022 at the earliest. 

Finally, at the meeting with the Company on November 17, 2021, the USFS also stated that 
it is removing the Tusayan Ranger District (encompassing 36,000 acres), from the 
mechanical thinning program, concluding that the low amount of recoverable logs and high 
levels of biomass (slash) make the area uneconomical for harvesting operations. 

See “THE COMPANY – History (2012-2020) – The Company’s Timber Supply Strategy” 
and “MATERIAL AGREEMENTS - Phase I USFS Contract” herein. 

Sufficient Timber 
Supply: 

The Company commissioned a report dated September 3, 2021 (the “Mountain Creek 
Report”) from Mountain Creek Group (“Mountain Creek”) analyzing the fiber supply in 
Northern Arizona. The 3,500,000 acre study area included parts of five national forests and 
the 2,400,000 acres included in the 4FRI.  The study confirmed that the study area produces 
and will continue to produce an abundance of wood fiber, growing at a rate that exceeds the 
planned removals by the Company.  Even at the planned rate of harvest by the Company, 
the Mountain Creek Report projects that the next 20 years will still see a net increase in total 
fiber volume in the study area. Given the USFS intent to harvest and restore approximately 
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50,000 acres per year, Mountain Creek concludes that there is more than an adequate supply 
of fiber from the study area to meet the manufacturing requirements of the Company 
whether or not a Phase II USFS Contract is ever offered by the USFS and awarded to the 
Company.  See “APPENDIX D—MOUNTAIN CREEK REPORT – (ANALYSIS OF 
FIBER SUPPLY IN NORTHERN ARIZONA)” herein. 

Product Sales: The Company, through its subsidiary, NLFP, has a purchase agreement with International 
Forest Products LLC (“IFP”), a division of the Kraft Group, which requires the purchase by 
IFP of 100% of the lumber (including EWP) expected to be produced by the Company.  The 
IFP Agreement guarantees off-take for all of the Company’s lumber products, and is 
expected to provide 88% of the Company’s revenues when fully implemented.  The IFP 
Agreement requires IFP to purchase lumber produced by the Company at market prices, 
which are based on Random Lengths Publications, Inc., an industry publisher of lumber 
prices.  IFP pays 80% of the value of all lumber to the Company the week after it has been 
produced and pays the remaining balance the month after it has been shipped to end 
customers.  The Company pays a fee to IFP as a percentage of revenue, which replaces the 
need for the Company to hire sales and administrative staff to sell lumber in-house. The fee 
is calculated on a sliding scale; at the low end of production, the Company pays a 5% fee, 
and the fee declines as production increases. When the Company exceeds 150,000,000 
board feet of production per year, the fee decreases to 3.75%.  The IFP Agreement is 
effective for 10 years (expiring January 1, 2031), and will automatically renew for two 
subsequent five year periods, unless either party gives the other party written notice of its 
intention not renew at least six months prior to the expiration of the initial term or the then 
current renewal term.  See “MATERIAL AGREEMENTS - Lumber Purchase and Sale 
Agreement” herein. 

The Company, through NLFP, also has various standing purchase orders and letters of intent 
to sell residual products such as wood chips, sawdust, planer shavings to third parties.  See 
“THE COMPANY – Sales and Marketing Strategy – Sale of Residual Products” and 
“MATERIAL AGREEMENTS - Log Sales and Purchase Agreements, Purchase Orders, 
Letters of Intent” herein. 

Financial Model and 
Project Performance: 

The Company has prepared a detailed financial model (the “Financial Model”) which 
evaluates five scenarios described in “PROJECTED FINANCIAL INFORMATION.” The 
Financial Model is attached hereto as APPENDIX K.  The table below provides certain 
assumptions used in each scenario. 

 

The Financial Model as of October 14, 2021 was reviewed by Operis Business Engineering 
Limited (“Operis”). Operis is an international project finance advisory firm that has analyzed 
similar models in over 1,100 transactions in recent years.  Operis reviewed, among other things, 
the logic and integrity of selected areas of the model to consider whether the calculations were 
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reasonable and consistent with the assumptions contained within the Financial Model.  Operis 
concluded that the Financial Model is suitable for use in a project like the Project.  The Financial 
Model has been updated since October 14, 2021 to reflect revised assumptions and additional 
scenarios. 

Series 2022A Bonds 
Offered: 

New Issue.  Arizona Industrial Development Authority Revenue Bonds (NewLife Forest 
Restoration, LLC Project), Senior Federally Taxable Series 2022A (Sustainability-Linked 
Bonds) in the aggregate principal amount of $112,885,000 (the “Series 2022A Bonds”). 

See “THE SERIES 2022 BONDS” and “PRINCIPAL FINANCING DOCUMENTS - 
Indenture” herein. 

Federally Taxable; Arizona State Tax-Exempt.  In the opinion of Squire Patton Boggs 
(US) LLP, Bond Counsel, under existing law, (i) interest on the Series 2022A Bonds is not 
excluded from gross income for federal income tax purposes, and (ii) interest on the Series 
2022A Bonds is exempt from Arizona state income taxes.  For a more complete discussion 
of the tax aspects, see “TAX MATTERS” herein. 

Dated Date.  The Series 2022A Bonds will be dated February 24, 2022, their date of 
issuance. 

Interest Payment Dates.  January 1 and July 1 of each year, commencing with the Interest 
Payment Date occurring on July 1, 2022. 

Authorized Denominations.  The Series 2022A Bonds are being issued in denominations 
of $100,000 and integral multiples of $1.00 in excess thereof (“Series 2022A Authorized 
Denomination”). 

Record Date.  The 15th day (whether or not a Business Day) of the calendar month 
immediately preceding each Interest Payment Date. 

No Rating.  The Series 2022A Bonds are not rated and no rating of the Series 2022A Bonds 
is expected to be sought by the Company in the future.  See “NO RATING” herein. 

Interest Accrual.  Interest due on the Series 2022A Bonds on each Interest Payment Date 
will be the product of: (i) the principal amount of the Series 2022A Bonds Outstanding on 
that Interest Payment Date (including, for the avoidance of doubt, previously accrued 2022A 
PIK Amounts (as defined herein)), before giving effect to the payment of principal on that 
date; (ii) the interest rate per annum of 9.00% (subject to adjustment as described herein) 
(the “2022A Cash Interest”); and (iii) the number of days from and including the 
immediately preceding Interest Payment Date to, but excluding, the Interest Payment Date 
on which such interest is to be paid divided by 360. 

2022A PIK Amount.  A rate per annum of 6.00% shall accrue as principal to the Series 
2022A Bonds (each such amount of principal, a “2022A PIK Amount”) on each Interest 
Payment Date (up to $87,115,000 (the “Maximum 2022A PIK Amount”) and shall be 
payable on each January 1 (each, a “Mandatory Redemption Date”).  Following an increase 
in the Outstanding amount of Series 2022A Bonds as a result of the accrual of a 2022A PIK 
Amount, the Series 2022A Bonds will bear interest on the then Outstanding amount, which 
shall include such accrued 2022A PIK Amount.  At any time, if the aggregate 2022A PIK 
Amounts accrued to date equal the Maximum 2022A PIK Amount, no additional 2022A 
PIK Amounts shall accrue until maturity, and all accrued interest that is not paid on any 
Interest Payment Date thereafter shall continue to accrue as interest, and with interest 
accruing on such interest, until maturity or prior payment in cash.  The Outstanding amount 
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of the Series 2022A Bonds shall not exceed $200,000,000, including accrued 2022A PIK 
Amounts. 

Capitalized Interest.  Interest (representing Series 2022A Cash Interest) accruing on the 
Series 2022A Bonds from the Closing Date to January 1, 2023 (a period of approximately 
11 months), including the interest on the 2022A PIK Amount accruing on July 1, 2022, will 
be funded from proceeds of the Series 2022A Bonds in the amount of $8,771,446.71, which 
amount will be deposited on the date of issuance of the Series 2022A Bonds into the 2022A 
Capitalized Interest Account of the Project Fund established under the Indenture. 

Maturity Date.  The Series 2022A Bonds will have a final maturity date of January 1, 2028. 

Sustainability-Linked Interest Rate Adjustment on Series 2022A Bonds.  Beginning on 
July 1, 2025 and absent the indefeasible payment in full in cash of all Senior Secured 
Obligations to the Senior Bondholders, the interest rate payable on the Series 2022A Bonds 
and accordingly, the 2022A Cash Interest, shall be subject to adjustment, as follows: 

(i) If the Company meets both sustainability performance targets (restoring 
36,000 acres of forestland (“SPT 1”) and more than 80% of logs harvested by the Company 
and hauled to the Mills are from restored acres of forestland (“SPT 2”)) by the end of Fiscal 
Year 2024, as certified in a certificate (the “External Verifier Certificate”) from the External 
Verifier, which shall be delivered to the Trustee no later than May 15, 2025, then the interest 
rate on the Series 2022A Bonds shall remain at 9.00%. 

(ii) If the Company meets SPT 1 but does not meet SPT 2 by the end of Fiscal 
Year 2024, as certified in the External Verifier Certificate, which shall be delivered to the 
Trustee no later than May 15, 2025, then the interest rate on the Series 2022A Bonds shall 
increase 50 basis points to 9.50%. 

(iii) If the Company does not meet SPT 1 but meets SPT 2 by the end of Fiscal 
Year 2024, as certified in the External Verifier Certificate, which shall be delivered to the 
Trustee no later than May 15, 2025, then the interest rate on the Series 2022A Bonds shall 
increase 100 basis points to 10.00%. 

(iv) If the Company meets neither SPT 1 or SPT 2 by the end of Fiscal Year 
2024, as certified in the External Verifier Certificate, which shall be delivered to the Trustee 
no later than May 15, 2025, then the interest rate on the Series 2022A Bonds shall increase 
150 basis points to 10.50%. 

(v) If the External Verifier Certificate is not delivered to the Trustee on or 
before May 15, 2025, then the interest rate on the Series 2022A Bonds shall increase 150 
basis points to 10.50%. 

Upon receipt of the External Verifier Certificate, and in no event later than May 
25, 2025, the Trustee shall give notice to Owners of Series 2022A Bonds of any increase in 
the rate of interest on the Series 2022A Bonds. 

Minimum Production Linked 2022A PIK Amount. If the Company fails to satisfy the 
Minimum Production Covenant in any Fiscal Quarter, as set out in a certificate delivered by 
the Company to the Trustee (which certificate must be delivered to the Trustee no later than 
fifteen (15) days after the end of such Fiscal Quarter), an additional 2022A PIK Amount 
(up to the Maximum 2022A PIK Amount) shall accrue in an amount equal to 1.00% of the 
Outstanding principal amount of the Series 2022A Bonds for each such Fiscal Quarter. 
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Redemption:   

Annual Mandatory Redemption.  The Series 2022A Bonds are subject to mandatory 
redemption on January 3, 2023 and each Mandatory Redemption Date thereafter, in whole 
or in part (and if in part, in Authorized Denominations) from all Available Revenues, at the 
redemption prices shown herein, multiplied by the principal amount of Series 2022A Bonds 
to be redeemed (including any previously accrued 2022A PIK Amounts), plus interest 
accrued thereon to each Mandatory Redemption Date.  See “THE SERIES 2022 BONDS—
Series 2022A Bonds – Redemption Prior to Maturity—Annual Mandatory Redemption.” 

Optional Redemption.  The Series 2022A Bonds are subject to optional redemption prior to 
their stated maturity at the written direction of the Company to the Trustee with a copy to 
the Authority, on any date on or after the Closing Date, in whole or in part (and if in part, 
in Authorized Denominations), on any Business Day, from any moneys that may be 
provided for such purpose, at the redemption prices shown herein, multiplied by the 
principal amount of the Series 2022A Bonds to be redeemed (including previously accrued 
2022A PIK Amounts), plus interest accrued thereon to the date fixed for redemption.  See 
“THE SERIES 2022 BONDS—Series 2022A Bonds – Redemption Prior to Maturity—
Optional Redemption.” 

Extraordinary Optional Redemption.  The Series 2022A Bonds are not subject to 
extraordinary redemption. 

Series 2022B Bonds 
Offered: 

New Issue.  Arizona Industrial Development Authority Revenue Bonds (NewLife Forest 
Restoration, LLC Project), Subordinate Federally Taxable Series 2022B (Sustainability-
Linked Bonds) in the aggregate principal amount of $86,806,759 (the “Series 2022B 
Bonds”). 

See “THE SERIES 2022 BONDS” and “PRINCIPAL FINANCING DOCUMENTS - 
Indenture” herein. 

Federally Taxable; Arizona State Tax-Exempt.  In the opinion of Squire Patton Boggs 
(US) LLP, Bond Counsel, under existing law, (i) interest on the Series 2022B Bonds is not 
excluded from gross income for federal income tax purposes, and (ii) interest on the Series 
2022B Bonds is exempt from Arizona state income taxes.  For a more complete discussion 
of the tax aspects, see “TAX MATTERS” herein. 

Dated Date.  The Series 2022B Bonds will be dated February 24, 2022, their date of 
issuance. 

Subordinate Bond Payment Dates.  With respect to 2022B PIK Amounts only, the Series 
2022B Bonds are payable each January 1, April 1, July 1 and October 1, commencing on 
April 1, 2022; with respect to any cash payments, the Series 2022B Bonds are payable on 
each January 1, April 1, July 1 and October 1, commencing on the first Subordinate Bond 
Payment Date occurring after no Senior Bonds Remain Outstanding. 

Authorized Denominations.  The Series 2022B Bonds are being issued in denominations 
of $100,000 and integral multiples of $1.00 in excess thereof (“Series 2022B Authorized 
Denomination”, and together with the Series 2022A Authorized Denomination, the 
“Authorized Denominations”). 

Record Date.  The 15th day (whether or not a Business Day) of the calendar month 
immediately preceding each Subordinate Bond Payment Date. 
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No Rating.  The Series 2022B Bonds are not rated and no rating for the Series 2022B Bonds 
is expected to be sought by the Company in the future.  See “NO RATING” herein. 

Interest Accrual.  Interest due on the Series 2022B Bonds on each Subordinate Bond 
Payment Date will be the product of: (i) the principal amount of the Series 2022B Bonds 
Outstanding on that Subordinate Bond Payment Date (including, for the avoidance of doubt, 
previously accrued 2022B PIK Amounts (defined herein)), before giving effect to the 
payment of principal on that date, (ii) the interest rate and (iii) the number of days from and 
including the immediately preceding Subordinate Bond Payment Date (or, in the case of the 
first Subordinate Bond Payment Date, from and including the Closing Date) to, but 
excluding, the Subordinate Bond Payment Date on which such interest is to be paid divided 
by 360. 

2022B PIK Amount.  To the extent there is insufficient Excess Revenue on any Subordinate 
Bond Payment Date to pay in full in cash all interest accrued and unpaid during the Interest 
Period with respect to such Subordinate Bond Payment Date on the Series 2022B Bonds, 
such accrued and unpaid interest on the Series 2022B Bonds will be paid in cash pro rata to 
the extent of and from Excess Revenue, and principal of the Series 2022B Bonds will accrue 
in an amount equal to the amount of any Excess Revenue shortfall (rounded up to the nearest 
$1.00) (each such amount of shortfall, a “2022B PIK Amount”). Following an increase in 
the Outstanding amount of Series 2022B Bonds as a result of the accrual of a 2022B PIK 
Amount, the Series 2022B Bonds will bear interest on the then Outstanding amount, which 
shall include such accrued 2022B PIK Amount.  If at any time accrued 2022B PIK Amounts 
equal $113,193,241 (the “Maximum 2022B PIK Amount”), no additional 2022B PIK 
Amounts shall accrue until maturity, and all accrued interest that is not paid on any 
Subordinate Bond Payment Date thereafter shall continue to accrue as interest, and with 
interest accruing on such interest, until maturity or prior payment in cash. 

Cash Sweep to Excess Revenue Fund.  Commencing with the first Monthly Funding Date 
after no Senior Bonds Remain Outstanding, and on each Monthly Funding Date thereafter, 
75% of the amount on deposit in the Surplus Fund (the “Excess Revenue”) shall be 
deposited to the Excess Revenue Fund; provided that all of the Funds and Accounts under 
the Indenture are fully funded at the required levels and no Event of Default has occurred 
and is continuing, and no event has occurred and no condition exists with respect to the 
Company that, with the passage of time or with the giving of notice or both, would constitute 
an Event of Default (the “Restricted Payment Conditions”). 

Maximum Subordinate Bond Amount.  At any time, if accrued 2022B PIK Amounts equal 
the Maximum 2022B PIK Amount, no additional 2022B PIK Amounts shall accrue, and all 
accrued interest that is not paid on any Payment Date thereafter shall continue to accrue as 
interest, and with interest accruing on such interest, until maturity or prior payment in cash. 
The Outstanding amount of the Series 2022B Bonds shall not exceed $200,000,000, 
including accrued 2022B PIK Amounts. 

Maturity Date.  The Series 2022B Bonds will have a final maturity date of January 1, 2047. 

Prepayment of Series 2022B Bonds.  After paying in full in cash all interest accrued during 
the Interest Period preceding any Subordinate Bond Payment Date on the Series 2022B 
Bonds, any remaining Excess Revenues, to the extent available, will be used to pay principal 
on the Series 2022B Bonds on such Subordinate Bond Payment Date. 

No Payment of Series 2022B Bonds while Senior Bonds Outstanding. Notwithstanding 
anything to the contrary contained herein, absent the indefeasible payment in full in cash of 
all Senior Secured Obligations to the Senior Bondholders, (i) no principal payments on or 
with respect to the Series 2022B Bonds shall be made and (ii) any interest accruing on the 
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Series 2022B Bonds shall not be payable in cash; provided that 2022B PIK Amounts may 
accrue during such period. 

Sustainability-Linked Interest Rate Adjustment on Series 2022B Bonds.  Beginning on 
July 1, 2025 and continuing until maturity of the Series 2022B Bonds, the interest rate 
payable on the Series 2022B Bonds shall be subject to adjustment, as follows: 

(i) If the Company meets both SPT 1 and SPT 2 by the end of Fiscal Year 
2024, as certified in the External Verifier Certificate, which shall be delivered to the Trustee 
no later than May 15, 2025, then the interest rate on the Series 2022B Bonds shall remain 
at 11.00%. 

(ii) If the Company meets SPT 1 but does not meet SPT 2 by the end of Fiscal 
Year 2024, as certified in the External Verifier Certificate, which shall be delivered to the 
Trustee no later than May 15, 2025, then the interest rate on the Series 2022B Bonds shall 
increase 50 basis points to 11.50%. 

(iii) If the Company does not meet SPT 1 but meets SPT 2 by the end of Fiscal 
Year 2024, as certified in the External Verifier Certificate, which shall be delivered to the 
Trustee no later than May 15, 2025, then the interest rate on the Series 2022B Bonds shall 
increase 100 basis points to 12.00%. 

(iv) If the Company meets neither SPT 1 or SPT 2 by the end of Fiscal Year 
2024, as certified in the External Verifier Certificate, which shall be delivered to the Trustee 
no later than May 15, 2025, then the interest rate on the 2022B Bonds shall increase 150 
basis points to 12.50%. 

(v) If the External Verifier Certificate is not delivered to the Trustee on or 
before May 15, 2025, then the interest rate on the 2022B Bonds shall increase 150 basis 
points to 12.50%. 

Upon receipt of the External Verifier Certificate, and in no event later than May 
25, 2025, the Trustee shall give notice to Owners of Series 2022B Bonds of any increase in 
the rate of interest on the Series 2022B Bonds. 

Redemption:   

Optional Redemption.  The Series 2022B Bonds shall not be subject to redemption or 
otherwise receive payment of principal absent the indefeasible payment in full in cash of all 
Senior Secured Obligations to the Senior Bondholders. So long as no Senior Bonds remain 
Outstanding, the Series 2022B Bonds are subject to redemption prior to their stated maturity 
at the written direction of the Company to the Trustee with a copy to the Authority on or 
after January 1, 2028, in whole or in part (and if in part, in Authorized Denominations on a 
pro rata basis), on any Subordinate Bond Payment Date, at a redemption price equal to 100% 
of the principal amount being redeemed, plus interest accrued thereon to the date fixed for 
redemption, but without premium; provided that the proceeds used to effectuate such 
optional prepayment may be made solely from (i) amounts available, if any, in the Excess 
Revenue Fund, or (ii) from other amounts provided by the Company therefore; provided 
further that no Senior Bonds Remain Outstanding prior to such redemption. 

See “THE SERIES 2022 BONDS—Series 2022B Bonds – Redemption Prior to Maturity—
Optional Redemption.” 

Extraordinary Optional Redemption.  After no Senior Bonds Remain Outstanding, the 
Series 2022B Bonds are subject to extraordinary redemption at the direction of the Company 
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to the Authority and the Trustee, in whole or in part (and if in part, in Authorized 
Denominations on a pro rata basis) to the extent of moneys available therefor, at a 
redemption price of 100% of a principal amount to be redeemed, plus accrued interest 
thereon to the date fixed for redemption, and without premium, on any date, in the event all 
or substantially all of any Site is damaged, destroyed or condemned or threatened with 
condemnation, and the Company delivers to the Trustee a certificate that, based upon and 
accompanied by an estimate from the Independent Engineer of the costs to reconstruct, 
rebuild, or replace all or any portion of such Site, it is not financially feasible to reconstruct, 
rebuild, or replace all or any portion of such Site so as to permit such Site to operate in a 
financially feasible manner following such damage, destruction or condemnation, such 
redemption price to be paid from Net Insurance Proceeds, Net Condemnation Proceeds or 
the net proceeds of any casualty awards, and from any funds and accounts held under the 
Indenture.  See “THE SERIES 2022 BONDS—Series 2022B Bonds – Redemption Prior to 
Maturity—Extraordinary Optional Redemption.” 

Subordination of Series 2022B Bonds.  The lien on and security interest in the Trust Estate 
granted by the Indenture shall secure the payment of the principal of, premium, if any, and 
interest on, all Senior Bonds at any time Outstanding under the Indenture (to the express 
exclusion of the Series 2022B Bonds) and all other Senior Secured Obligations due from 
time to time under the Indenture; provided that, in the event of and only upon the 
indefeasible payment in cash of the Senior Secured Obligations to the Senior Bondholders 
and no Senior Bonds Remain Outstanding, all right, title and interest of the Senior 
Bondholders and the Trustee in and to the Lien on and security interest in, the Trust Estate 
shall, upon request and without recourse and without representation or warranty from the 
Senior Bondholders, the Trustee or any other Person, be assigned, transferred and conveyed 
to the holders of the Series 2022B Bonds and may thereafter secure the payment of the 
principal of, premium, if any, and interest on, all Bonds at any time Outstanding under the 
Indenture. 

Additional Bonds: Under certain circumstances, including to provide funds to complete the Project in the event 
of an insufficiency of funds in the Project Fund for such purpose, the Company may request 
the Authority to issue Additional Bonds under the Indenture, including (i) to pay costs of 
repairs, replacements, additions and improvements to the Project and related expenditures; 
(ii) to refund Outstanding Bonds; (iii) to make deposits to the Senior Debt Service Reserve 
Fund; (iv) to pay capitalized interest and costs of issuing such Additional Bonds; (v) to 
complete construction of the Project; and (vi) for any other lawful purpose associated with 
the improvement or enhancement of the Project.  Absent the indefeasible payment in full in 
cash of all Senior Secured Obligations to the Senior Bondholders, no Additional Bonds shall 
be issued unless the Majority Senior Bondholder consents to the issuance and use of 
proceeds of such Additional Bonds.   

Authority for 
Issuance of Bonds:  

The Series 2022 Bonds are being issued pursuant to (a) Title 35, Chapter 5 of the Arizona 
Revised Statutes, as amended (the “Act”), (b) an Indenture of Trust, to be dated as of 
February 1, 2022 (the “Indenture”), between the Authority and UMB Bank, National 
Association, as trustee (the “Trustee”), and (c) pursuant to resolutions of the Authority.  The 
Authority authorized the issuance of the Series 2022A Bonds on March 24, 2021 and 
January 13, 2022 and the issuance of the Series 2022B Bonds on August 27, 2021. 

Use of Proceeds: The proceeds of the Series 2022A Bonds will be used for equipment and installation costs 
for the Windfall Mill (including the second EWP line) and the Lumberjack Mill expansion, 
real property acquisition, working capital, repayment of existing mortgage loans, certain 
secured notes and an outstanding Paycheck Protection Program loan, repayment of funds 
advanced prior to the Closing Date for equipment deposits, issuance costs and Project 
related costs, as well as funding the Senior Debt Service Reserve Fund, capitalizing interest 
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on the Series 2022A Bonds through January 1, 2023 and paying costs of issuance of the 
Series 2022 Bonds.  

The Series 2022B Bonds will be issued in exchange for approximately $82,899,279.41 of 
the Lateral Loan balance. See “PLAN OF FINANCE - Lateral Net Commitment” herein.  
The remaining Lateral Loan balance of approximately $41,607,515.16 will be restructured 
and subordinated as described herein. 

See “PLAN OF FINANCE” and “ESTIMATED SOURCES AND USES.” 

Loan and Equity 
Contributions: 

 

Since 2017, Lateral has provided $105,012,550 in loan funding and $3.4 million in equity 
through various Lateral funds.  In May 2017, Lateral provided a secured loan to the 
Company to fund capital improvements and operating expenses (the “Lateral Loan”).  As 
of closing of the Series 2022 Bonds, the balance on the Lateral Loan is expected to be 
$131,396,436.60, of which $26,383,886.77 represents payment-in-kind interest since loan 
origination and $105,012,549.83 represents drawn funds.  

As part of the Plan of Finance, $82,899,279.41 will be retired in exchange for the Series 
2022B Bonds, $6,889,642.03 will be paid from Series 2022A Bond proceeds for the 
reimbursement of equipment deposits and issuance costs incurred prior to the Closing Date 
and the remaining $41,607,515.16 will remain outstanding and subordinated to the Series 
2022A Bonds.  Lateral’s Net Commitment (as defined herein) upon issuance of the Series 
2022 Bonds will be $76,329,431.65, or 43% of the Project financing. 

See “PLAN OF FINANCE” and “ESTIMATED SOURCES AND USES.” 

The Depository Trust 
Company: 

The Series 2022 Bonds will be issued and delivered in fully registered form and registered 
in the name of Cede & Co., as the registered owner and nominee for The Depository Trust 
Company, New York, New York (“DTC”).  The Series 2022 Bonds are being issued in 
Book-Entry Form.  See “THE SERIES 2022 BONDS - Description of the Series 2022 
Bonds.” See also, “APPENDIX I - SECURITIES DEPOSITORY AND BOOK-ENTRY 
SYSTEM; GLOBAL CLEARANCE PROCEDURES” herein. 

Continuing 
Disclosure: 

The Company has agreed to provide certain continuing disclosure filings on the Municipal 
Securities Rulemaking Board’s Electronic Municipal Market Access website.  The specific 
nature of the information to be provided is set forth in CONTINUING DISCLOSURE” 
herein and in APPENDIX F – Form of Continuing Disclosure Agreement. 

 
Restrictions on 
Purchase and 
Transfer of Bonds: 

The Series 2022 Bonds are being sold only to “Qualified Institutional Buyers” within the 
meaning of Rule 144A (“Qualified Institutional Buyers”) under the Securities Act which 
have signed a letter substantially in the form of APPENDIX H-1 or H-2, as appropriate, and 
may be transferred only to Qualified Institutional Buyers in Authorized Denominations.  
Transferees of the Series 2022 Bonds will be deemed to have acknowledged, represented, 
warranted and agreed with and to the Authority, the Company, the Trustee and the 
Underwriter that they meet this requirement and will comply with this restriction.  Certain 
additional transfer restriction and considerations apply to the Series 2022 Bonds, which are 
issued as taxable bonds.  See “NOTICE TO ALL INVESTORS.” 

Indenture: The Series 2022 Bonds are issued under the Indenture.  See “PRINCIPAL FINANCING 
DOCUMENTS - Indenture” herein. 

Loan Agreement: The proceeds of the Series 2022 Bonds are being loaned to the Company by the Authority 
pursuant to the Loan Agreement, dated as of February 1, 2022 (“Loan Agreement”), 
between the Authority and the Company, and acknowledged and agreed to by the other 
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Company Parties.  See “PRINCIPAL FINANCING DOCUMENTS - Loan Agreement” 
herein. 

Indenture Funds and 
Revenue Waterfall: 

The proceeds of the Series 2022 Bonds and all revenues of the Company from any source 
will be deposited in and disbursed from various Funds and Accounts created under the 
Indenture, to pay project costs and operating expenses, including the funding of certain 
reserves and for other purposes as described herein.  See “PRINCIPAL FINANCING 
DOCUMENTS - Indenture” and “FUNDS AND ACCOUNTS AND FLOW OF FUNDS” 
herein.  

Pursuant to the Indenture, all cash derived from the operation of the Project will be deposited 
in the Revenue Fund created under the Indenture (the “Gross Revenue Pledge”).  The 
primary account utilized for repayment of the Series 2022 Bonds is the Revenue Fund, 
which provides for payments to be made and applied in the following order of priorities and 
is referred to herein as the “Waterfall” (See “FUNDS AND ACCOUNTS AND FLOW OF 
FUNDS – Deposits and Flow of Funds” herein): 
 
 
 

 
 
[Remainder of page intentionally left blank.]  
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Operating and 
Maintenance Fund: 

The Company will fund an Operating and Maintenance Fund from monthly deposits 
thereto from the Waterfall to pay Operating and Maintenance Expenses of the Project.  
The Operating and Maintenance Fund is created under the Indenture and provides a 
mechanism for its replenishment from the Waterfall.  See “SECURITY AND SOURCES 
OF PAYMENT FOR THE SERIES 2022 BONDS—Trust Estate.” See also, “FUNDS 
AND ACCOUNTS AND FLOW OF FUNDS – Description of Funds and Accounts – 
Operating and Maintenance Fund” herein. 

Senior Debt Service 
Reserve Fund: 

The Series 2022A Bonds shall be secured by the Senior Debt Service Reserve Fund 
created under the Indenture.  An amount equal to $10,464,439.50 (the “Initial Senior Debt 
Service Reserve Fund Deposit”) will be deposited into the Senior Debt Service Reserve 
Fund which shall be subject to replenishment, to the extent drawn upon, from the 
Waterfall.  The Senior Debt Service Reserve Fund will be replenished to the lesser of (a) 
the Initial Senior Debt Service Reserve Fund Deposit, or (b) the amount of 2022A Cash 
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Interest payable on Outstanding Series 2022A Bonds over the succeeding twelve (12) 
months from the date of calculation.  See “SECURITY AND SOURCES OF PAYMENT 
FOR THE SERIES 2022 BONDS—Trust Estate.” See also, “FUNDS AND ACCOUNTS 
AND FLOW OF FUNDS – Description of Funds and Accounts – Senior Debt Service 
Reserve Fund” herein. 

Operating Reserve 
Fund: 

The Company will fund an Operating Reserve Fund in the amount of $1,500,000 from 
monthly deposits of $125,000 thereto from the Waterfall, beginning January 15, 2023.  
Monies on deposit in the Operating Reserve Fund will be used to pay Operating and 
Maintenance Expenses of the Project if funds in the Operating and Maintenance Fund or 
the Revenue Fund are not sufficient to pay such Operating and Maintenance Expenses.  
The Operating Reserve Fund is created under the Indenture and provides a mechanism 
for its replenishment from the Waterfall.  See “FUNDS AND ACCOUNTS AND FLOW 
OF FUNDS – Description of Funds and Accounts – Operating Reserve Fund” herein. 

Repair and 
Replacement 
Reserve Fund: 

The Company will fund a Repair and Replacement Reserve Fund in the amount of 
$500,000 from monthly deposits of $41,667 thereto from the Waterfall, beginning 
January 15, 2023.  Monies on deposit in the Repair and Replacement Reserve Fund will 
be used to pay costs of capital improvements or repairs to, or expenses of operating and 
maintaining, the Project in excess of the amounts budgeted for such costs or expenses in 
the Annual Forecast and Maintenance Plan (defined herein). The Repair and Replacement 
Reserve Fund is created under the Indenture and provides a mechanism for its 
replenishment from the Waterfall.  See “FUNDS AND ACCOUNTS AND FLOW OF 
FUNDS – Description of Funds and Accounts – Repair and Replacement Reserve Fund” 
herein 

Security: 
 

Pursuant to the Loan Agreement, the Company will agree to repay amounts in 
installments which will be sufficient to pay, when due, the principal of and premium, if 
any, and interest on the Series 2022 Bonds, and to fill and replenish various funds 
established under the Indenture.  The Authority will assign all of its right, title and interest 
under and pursuant to the Loan Agreement (except for certain of its rights under the Loan 
Agreement, including, without limitation, its rights to receive certain payments relating 
to indemnification, an administrative charge, and attorneys’ fees and expenses and to 
receive notices thereunder) to the Trustee to secure payment of the Series 2022 Bonds.  
To secure the Company Parties’ obligations under the Loan Agreement, the Company, 
Just Right, GEPAZ and NLFP will each enter into various security agreements, 
assignments and pledges with the Trustee.  The Company, Just Right, GEPAZ and NLFP 
will each enter into a separate Pledge and Security Agreement with the Trustee, under 
which the Company, Just Right, GEPAZ and NLFP will each pledge all of their respective 
assets to the Trustee as security for the performance of their respective obligations under 
the Loan Agreement.  The Company will enter into a Membership Interest Pledge 
Agreement with the Trustee, under which the Company will pledge its equity interests in 
Just Right, NLFP and GEPAZ (which is the Company Party that is party to the USFS 
Contract) to the Trustee as security for the performance of its obligations under the Loan 
Agreement.  Equity owners of the Company representing 92% of the equity in the 
Company will enter into Membership Interest Pledge Agreements with the Trustee, under 
which the equity owners will pledge their respective equity interests in the Company to 
the Trustee as security for the performance of the Company’s obligations under the Loan 
Agreement.  Just Right’s interest in the Windfall Mill, the Lumberjack Mill, and the 
Williams Property will be conveyed to Pioneer Title Agency, as deed of trust trustee, for 
the benefit of the Trustee, pursuant to separate, but substantially identical, Deed of Trust, 
Security Agreement, Assignment of Leases and Rents, and Fixture Filings, and Just 
Right’s leasehold interest in the GPR Site will be conveyed to Pioneer Title Agency, as 
deed of trust trustee, for the benefit of the Trustee, pursuant to a Leasehold Deed of Trust, 
Security Agreement, Assignment of Leases and Rents, and Fixture Filing (all such deeds 
of trust, collectively, the “Deed of Trust”).  The GPR Site is leased to Just Right by a 
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third-party individual.  NLFP, Just Right and the Company, each of which has an interest 
in one or more Project Documents, will enter into a Collateral Assignment of Project 
Documents with the Trustee. 

None of the Authority, the Arizona Finance Authority, the State of Arizona (the “State”), 
nor any political subdivision or agency of the State will be obligated to pay the principal 
of the Series 2022 Bonds or the interest accruing thereon except from funds herein 
described, and neither the faith and credit nor the taxing power of the State or any political 
subdivision or agency thereof is pledged to the payment of the principal of, and interest 
on the Series 2022 Bonds.   

The Series 2022A Bonds shall be secured and the Series 2022B Bonds shall be 
unsecured so long as any Senior Bonds Remain Outstanding.  Pursuant to the 
Indenture, the Series 2022B Bondholders shall not be entitled to exercise any rights 
and remedies with respect to the Project or against the Company while any Senior 
Bonds Remain Outstanding. 

See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2022 BONDS” 
for a more complete description of the security for the Series 2022 Bonds. 

 
Other Participants:  Independent Engineer—Leidos.   The Company has engaged Leidos Engineering, LLC 

(the “Independent Engineer”), to prepare a detailed engineering report (the “IE Report”) 
for the Project encompassing construction, organization, management, financial and 
environmental aspects of the Project. See “APPENDIX C—INDEPENDENT 
ENGINEER’S REPORT” herein. 

Set forth below as numbered items are the principal opinions the Independent Engineer 
has reached regarding its review of the Project.  For a complete understanding of the 
estimates, assumptions, and calculations upon which these opinions are based, the IE 
Report should be read in its entirety.  The numbered items below represent the 
Independent Engineer’s conclusions.  The lettered items below are observations which 
support the conclusions.  All capitalized terms and relevant syntax in the below 
conclusions are as defined in the body of the IE Report.  On the basis of its review and 
analyses of the Project and the assumptions set forth in the IE Report, the independent 
Engineer is of the opinion that: 

1. The Owner, Operator, and Wood-Mizer, have demonstrated their respective 
responsibilities as EPC contractors, equipment suppliers, and operators of sawmills or 
engineered wood product facilities and as such should be able to install Windfall, second 
line at EWP, and the kiln at Lumberjack and operate and maintain the Project.  
   
2. Provided that the kiln provider and Owner as the EPC Contractor follow the 
recommendations in the Lumberjack Geotechnical Report and Windfall and EWP 
Geotechnical Report regarding the Facilities development, access, and subsurface 
conditions, as applicable, the Lumberjack Site and Bellemont Sites are suitable, from an 
infrastructure and geotechnical perspective, for installation and O&M of the Facilities.    
     a. The Lumberjack Geotechnical Report was produced in a manner consistent with 
expectations and should be sufficient to develop the required foundation designs. The 
Owner is accepting the subsurface risk for Lumberjack which, based on Lumberjack 
Geotechnical Report, should be low. Further, the Owner reports the kiln will be installed 
under a turnkey contract with the kiln provider. 
    b. The Windfall and EWP Geotechnical Report was produced in a manner 
consistent with expectations and should be sufficient to develop the required foundation 
designs.   
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    c. The Owner acting as the EPC contractor for Windfall and EWP is taking on 
subsurface risk.  Given the nature of the equipment at the Bellemont Site, we consider the 
risk being taken as low.  
  
3. The Lumberjack Site is adequate size to support the installation and operation of 
Lumberjack.  Further, the Bellemont Site is adequate size to support the installation and 
operation of Windfall and EWP either through the procurement of the Bellemont Site 
Expansion or the utilization of the Williams, AZ site for log storage.     
    a. The Windfall railroad track spur design is to be updated by Mountain States to 
reflect the alternative design recommendations provided by WTI, which allows the ballast 
layer to be reduced to 6 inches of thickness.  
    
4. Given the nature of the lumber mill and engineered wood product facilities and 
the experience of the Owner’s senior management, the hiring of a construction manager, 
which has occurred, and assuming careful Owner oversight of installation, the 
procurement and installation approach in the absence of a wrapped turnkey agreement, is 
reasonable.  The kiln supplier for the Lumberjack kiln and the Owner as the EPC 
Contractor for EWP and Windfall is responsible for commissioning and start-up.  Further, 
the Owner has provided the necessary interconnections for the major off site 
requirements, including water supply, fuel supply, and electricity supply. 
 
5. The estimates, which serve as the basis for the Total Construction Costs, were 
developed in accordance with generally accepted engineering practices and methods of 
estimation.  Further, the Total Construction Costs should be sufficient to complete the 
Project.   
   
6. Barring unforeseen events that are prejudicial to material delivery, equipment 
delivery, or construction that directly affect the Facilities, the approximate 20 month 
schedule from completion of engineering through Final Completion is achievable using 
generally accepted construction and Project management practices and adhering to a 
detailed work plan.    
   
7. The logging, sawmill, and engineered wood products technology proposed for 
the Project is a sound, proven method of harvesting trees, producing lumber, and 
manufacturing lumber, respectively and can be applied consistent with the technical 
requirements of the 4FRI Phase I Contract.  Further, based its operating experience to 
date, the key pieces of equipment utilized or to be utilized at logging operation, 
Lumberjack, Windfall, and EWP are proven design(s).  Lastly, the Owner has adequately 
provided the interconnections for the major off-site requirements, including fuel, electric, 
water supply, and wastewater disposal.   
    a. The Logging Company is using equipment and processes that are typical for 
harvesting trees.   
    b. Based on conversations with industry veterans, it is common for salvaged/used 
equipment to be utilized at another facility based on that facility’s unique regional 
economic or market condition.   
    c. Lumberjack and Windfall utilize materially similar processes with one another 
and other lumber mills in the industry.  
  
8. The production of lumber, residual products, and logging production and 
associated costs as projected by the Owner and as represented in the Projected Operating 
Results should be achievable.  There may be times when the actual production 
performance is above or below the average performance stipulated herein.      
    a. The Owner has a reasonable expectation for board feet per log (“BF/log”) and 
that they are expecting overruns, a lumber industry term meaning actual board foot 
recovery exceeds expected average recovery.  In general, there is an industry expectation 
to have overruns from smaller logs with the percentage overrun diminishing as the log 
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diameter increases.  The percent overruns calculated in Table 10 are reasonably consistent 
with industry reported overruns for pine product per log diameter.  Additionally, we note 
that the BF/log forms the basis for BF/shift parameter once the logs per shift is known.  
As discussed in the next section, logs per shift is based upon the feed speed of the headrig 
saw.  It is the BF/shift parameter that is used to drive lumber BF output in the Projected 
Operating Results.     
    b. We see that the Owner is imposing a more conservative BF per green ton (“GT”) 
estimate in the Pro Forma than expected.  In other words, the Owner is requiring more 
log input (tons) for the same output (BF) in the Pro Forma.  Given all the variables 
associated with sawmilling and particularly the variance with density of the log input, we 
consider a more conservative BF/GT estimate as reasonable.     
    c. We observed that the Windfall Hurdle line parameters discussed are actually 
values associated with production at the existing location at the GPR facility.  Once fully 
incorporated at Windfall, it will combine with the two TV6000 lines and overall, the 
Windfall facility should produce at 240 BF/GST.  We consider this reasonable.   
    d. The Owner’s assumptions for green residuals on a GT per thousand board foot 
measure (“MBF”) basis appear reasonable.       
    e. We consider the measures of mill recovery efficiency anticipated by the Owner 
based on the technical inputs to the Pro Forma to be reasonable and consistent with typical 
industry performance.    
    f. The planer shaving assumption of 0.38 tons/MBF is reasonable and is consistent 
with industry performance.    
    g. Leidos concurs with the results of the current EWP production analysis and 
considers it reasonable that the projected EWP production rates should be achieved.   
    h. The projection for sawlog per acre is well within the timber supply capacity 
projected for the next twenty years.   The truck carrying capacity of 28.5 tons is a 
reasonable assumption.    
    i. On average, the inputs of $1.75 per mile for 300 roundtrip miles to Lumberjack 
and $4.00 per mile for 60 roundtrip miles to Windfall are reasonable.  
    j. On average, the forestry biomass/slash cost inputs utilized appear reasonable.  
 
9. The staffing plan, organizational structure, and operating programs and 
procedures that are currently in place at/proposed for the Project are consistent with 
generally accepted practices in the industry and are appropriate for the Project.     
    a. The means and methods of shipping to be employed by the Operator is typical 
in the sawmill industry.   
    b. The timing of bringing staffing on board at Lumberjack and Windfall appears 
reasonable.   
 
10. The June 2021 Phase I ESA performed by WTI for the Garland Mill site was 
conducted in a manner consistent with industry standards, using comparable industry 
protocols for similar studies with which we are familiar. We note that the Phase I ESAs 
for the Bellemont, Lumberjack, and GPR sites expired on August 30, 2021, and the Owner 
indicates that updated Phase I ESAs are in the process of being prepared and are 
anticipated to be completed before the end of September 2021. We anticipate issuing an 
addendum to the Report after receipt and review of the updated Phase I ESAs. In 
anticipation of receiving properly prepared Phase I ESAs and the absence of any 
significant issues being identified, we further anticipate that we will render the same 
opinion for the updated Phase I ESAs as was rendered herein for the Garland Mill site. 
 
11. The Owner has identified and obtained the key environmental permits and 
approvals that are currently necessary for installation and commercial operation with the 
exception of a Class I Air Quality Permit.  The Class I Air Quality Permit application was 
submitted on May 14, 2021, has been deemed administratively complete, and will enter 
the public comment period in mid-September and the Owner expects it to be issued at the 
end of October.  The expected timing of receipt of the permit coincides with the timing 
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of the installation of the equipment at Windfall.  While there are certain minor or 
ministerial permits and approvals that have not yet been obtained, we are not aware of 
any technical circumstances that would prevent the issuance of these remaining permits 
and approvals.    
 
12. Based on the lumber and residual product projections estimated by the Owner, 
the projected net operating revenues from the sale of lumber and residual products less 
operating and maintenance costs, and administrative and general costs, as shown in 
Exhibit 1, are achievable. As noted by the Owner, per the bond indenture, the calculation 
of the debt service coverage ratio does not include leased equipment costs, and as such, 
these costs have not been included in the calculation of the net operating revenues shown 
in Exhibits 1.    
   a. The Operator should be capable of complying with the acceptance criteria under 
the 4FRI Phase I Contract and based on conversations with the Owner and Operator the 
budget assumes removal of all cut down tree materials, which is a conservative 
assumption.   
    b. Based on limited publicly available market information, the fees associated with 
the IFP Sales Agreement are consistent with the market.  
  
13. On the basis of our reviews, analyses, and investigation of the Project and the 
assumptions set forth in this Report, the capital costs projected by the Owner and shown 
in Exhibit 1, are reasonable and should be sufficient to support the Projected Operating 
Results.   

 Feedstock Consultant—Mountain Creek Group, LLC.  The Mountain Creek Report 
concludes, among other matters, that there is a sufficient supply of available fiber for the 
Company’s expected operations within the region surrounding the Project 
notwithstanding the planned removals by the Company.  Mountain Creek Group, LLC is 
an independent consulting firm and a certified provider of various analytic 
instrumentation with an extensive history of feasibility studies within the forest products 
sector, including developing feasibility information for bio-mass utilization and power 
production.  The report was completed by Henry Long, a Registered Forester. Prior to 
joining Mountain Creek in 2008, Mr. Long held senior operational positions for major 
lumber manufacturers and was responsible for manufacturing operations, power 
production (from biomass), log harvesting and procurement, maintenance, and 
construction management.  See “APPENDIX D—MOUNTAIN CREEK REPORT—
(ANALYSIS OF FIBER SUPPLY IN NORTHER ARIZONA)” herein. 

Market Consultant—Forest Economic Advisors, LLC.  The Company has engaged 
Forest Economic Advisors, LLC (“FEA”) to prepare a report dated April 2021 (the “FEA 
Report”) that provides a 15-year forecast and analysis of the North American lumber 
market.  FEA is a leading provider of data and economic analysis of lumber markets 
globally. FEA offers macro-economy and end use, lumber, structural panel, particleboard, 
timber, sawmill, lumber, and other related publication services to customers worldwide. 
FEA is headquartered in Littleton, Massachusetts, with offices in Atlanta, Vancouver, 
Quebec City, Beijing, Lucca and Auckland.  FEA was contracted to provide an analysis 
of the ponderosa pine market in the United States, focusing on trends, macroeconomic 
drivers, and supply constraints. Key drivers include the housing market, which is currently 
underbuilt by a projected 6.4MM units, as well as the relative lack of supply available of 
commercial ponderosa pine forests within the U.S., benefiting those who have access to 
forest acreage. The report discusses the recent all-time high lumber prices and concludes 
that while prices are likely to compress going into 2022, pricing across all grades of 
ponderosa pine will remain high by historical standards for at least the next five years.  
See “APPENDIX E—FEA 15-YEAR NORTH AMERICAN LUMBER REPORT” 
herein. 
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Sustainability-Linked Bond Second Party Opinion — Kestrel Verifiers.  Kestrel 
Verifiers has determined that the Series 2022 Bonds conform with the five components 
of the ICMA Sustainability-Linked Bond Principles (2020), as described in Kestrel 
Verifiers’ Second Party Opinion, which is attached hereto as APPENDIX J-1.  For over 
20 years, Kestrel Verifiers has been a consultant in sustainable finance. Kestrel Verifiers, 
a division of Kestrel 360, Inc., is an Approved Verifier accredited by the Climate Bonds 
Initiative (CBI) and an Observer for the ICMA Green Bond Principles. As such, Kestrel 
Verifiers is qualified to verify transactions in all asset classes worldwide for alignment 
with ICMA Green Bond Principles, Social Bond Principles, Sustainability Bond 
Guidelines, Sustainability-Linked Bond Principles, and the Climate Bonds Initiative 
Standards and Criteria.  See “SUSTAINABILITY-LINKED BOND DESIGNATION” 
and “APPENDIX J-1 — SUSTAINABILITY-LINKED BONDS SECOND PARTY 
OPINION” herein.  

Insurance Consultant— Aon Risk Consultants, Inc.  The Company has engaged Aon 
Risk Consultants, Inc. (the “Insurance Consultant”), an independent insurance consultant 
providing risk management and due diligence services to investors, lenders and other 
financial institutions, to assess the insurance coverages available to the Company and the 
Project by the various liability, builder’s risk and property and casualty policies. The 
Insurance Consultant has noted areas where the Company is under/uninsured, including 
General Liability (Wildfire), General Liability (Loggers Broadform), Executive Risk 
(D&O, EPL, Fiduciary Liability, Crime), Property Business Interruption, Property 
Machinery, Cyber Liability, Umbrella Excess, and Pollution Legal Liability. The 
Company has arranged to have the recommended coverages in place upon closing of the 
Series 2022 Bonds. 

Appraiser – CBRE.  CBRE, Inc. (“CBRE”) prepared an appraisal of the Windfall Mill 
site dated July 13, 2021 with a valuation date of March 11, 2021 (the “Appraisal”).  
CBRE’s income capitalization approach (direct capitalization) resulted in a rounded value 
indication and a concluded market value of $22,400,000 for the Windfall Mill site, which 
analysis included the estimated present value of rental income from the Windfall Lease 
of $4,800,000, which will be terminated upon issuance of the Series 2022 Bonds in 
connection with Just Right’s acquisition of the Windfall Mill site.  See “APPRAISAL 
REPORT” and “APPENDIX L – APPRAISAL REPORT” herein. 

Risk Factors: Investing in the Series 2022 Bonds involves a significant degree of risk. Prospective 
investors in the Series 2022 Bonds are encouraged to read and consider the risk factors 
set forth under “BONDHOLDERS’ RISKS” below as well as other information included 
in this Limited Offering Memorandum and all appendices herein. 

See “THE SERIES 2022 BONDS”, “PRINCIPAL FINANCING DOCUMENTS” herein, “INTRODUCTORY 
STATEMENT” and “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2022 BONDS.”  

Prior to making an investment decision with respect to the Series 2022 Bonds, investors should carefully review the 
information under the heading “BONDHOLDERS’ RISKS.” 
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INTRODUCTORY STATEMENT 

The purpose of this Limited Offering Memorandum, which includes the cover page and the Appendices 
hereto, is to provide information in connection with the issuance by the Arizona Industrial Development Authority 
(the “Authority”) of its (i) Revenue Bonds (NewLife Forest Restoration, LLC Project), Senior Federally Taxable 
Series 2022A, in the aggregate principal amount of $112,885,000 (the “Series 2022A Bonds”) and (ii) Revenue Bonds 
(NewLife Forest Restoration, LLC Project), Subordinate Federally Taxable Series 2022B, in the aggregate principal 
amount of $86,806,759 (the “Series 2022B Bonds”, and together with the Series 2022A Bonds, the “Series 2022 
Bonds”). The Series 2022 Bonds are being issued pursuant to the provisions of Title 35, Chapter 5 of the Arizona 
Revised Statutes, as amended (the “Act”), an Indenture of Trust, to be dated as of February 1, 2022 (the “Indenture”), 
between the Authority and UMB Bank, National Association, as trustee (the “Trustee”), and pursuant to resolutions 
of the Authority. 

Proceeds of the Series 2022 Bonds will be loaned by the Authority to NewLife Forest Restoration, LLC, a 
Delaware limited liability company (the “Company”), pursuant to a Loan Agreement, to be dated as of February 1, 
2022, between the Authority and the Company (the “Loan Agreement”), and acknowledged and agreed to by the other 
Company Parties, for the purpose of financing or refinancing all or a portion of the costs of, or reimbursing prior 
capital expenditures related to, acquiring, constructing, improving, equipping and operating biomass (wood residuals) 
and lumber processing facilities of the Company located in or near the communities of Bellemont, Williams, and 
Heber, Arizona. The obligations of the Company under the Loan Agreement are additionally evidenced by a 
promissory note related to the Series 2022A Bonds (the “Series 2022A Note”) and a promissory note related to the 
Series 2022B Bonds (the “Series 2022B Note”, and together with the Series 2022A Note, the “Notes”) to be issued 
by the Company to the Authority.   

This Limited Offering Memorandum, including the Appendices hereto, contains brief descriptions of the 
Authority, the Company, the Project, the Project participants, the Loan Agreement, the Indenture, the Project 
Documents, the Security Documents and other documents executed in connection therewith. The summaries of 
statutes, opinions, and all documents and instruments contained herein are summaries only and do not purport to be 
comprehensive or definitive, and are qualified in all respects by reference to the originals or official compilations 
thereof, copies of which are available during the period of the sale of the Series 2022 Bonds upon reasonable request 
from the Underwriter. Thereafter, copies of such documents are available from the Trustee upon written request.  
Capitalized terms used herein and not otherwise defined will have the meanings given to such terms as set forth in 
“APPENDIX A – DEFINITION OF CERTAIN TERMS.”  Under certain circumstances as described herein, the Company 
may issue Additional Bonds under the Indenture.  The term “Bonds” used in this Limited Offering Memorandum refers to 
both the Series 2022 Bonds being issued on the Closing Date and the Additional Bonds. 

The Series 2022A Bonds shall be secured and the Series 2022B Bonds shall be unsecured so long as any 
Senior Bonds Remain Outstanding.  Pursuant to the Indenture, the Series 2022B Bondholders shall not be 
entitled to exercise any rights and remedies with respect to the Project or against the Company while any Senior 
Bonds Remain Outstanding.  See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2022 
BONDS” herein. 
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THE BONDS, THE PREMIUM, IF ANY, AND THE INTEREST THEREON WILL BE SPECIAL 
LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE EXCLUSIVELY FROM THE TRUST ESTATE.  
THE BONDS WILL NOT CONSTITUTE A DEBT OR A LOAN OF CREDIT OR A PLEDGE OF THE FULL 
FAITH AND CREDIT OR TAXING POWER OF THE AUTHORITY, THE AFA, THE STATE, OR OF ANY 
POLITICAL SUBDIVISION THEREOF, WITHIN THE MEANING OF ANY ARIZONA CONSTITUTIONAL 
PROVISIONS OR STATUTORY LIMITATION AND SHALL NEVER CONSTITUTE NOR GIVE RISE TO A 
PECUNIARY LIABILITY OF THE AUTHORITY, THE AFA OR THE STATE OR ANY POLITICAL 
SUBDIVISION THEREOF.  THE BONDS WILL NOT CONSTITUTE, DIRECTLY OR INDIRECTLY, OR 
CONTINGENTLY OBLIGATE OR OTHERWISE CONSTITUTE A GENERAL OBLIGATION OF OR A 
CHARGE AGAINST THE GENERAL CREDIT OF THE AUTHORITY, BUT WILL BE SPECIAL LIMITED 
OBLIGATIONS OF THE AUTHORITY PAYABLE SOLELY FROM THE SOURCES DESCRIBED IN THE 
INDENTURE, BUT NOT OTHERWISE.  THE AUTHORITY HAS NO TAXING POWER. 

NO RECOURSE WILL BE HAD FOR THE PAYMENT OF THE PRINCIPAL OF OR PREMIUM, IF 
ANY, OR INTEREST ON THE BONDS AGAINST ANY PAST, PRESENT, OR FUTURE OFFICER, DIRECTOR, 
EMPLOYEE, COUNSEL, ADVISOR, AGENT, CONTRACTOR, CONSULTANT, PROGRAM MANAGER OR 
EXECUTIVE DIRECTOR OF THE AUTHORITY, OR THE AFA, OR OF ANY SUCCESSOR TO THE 
AUTHORITY OR THE AFA, AS SUCH, EITHER DIRECTLY OR THROUGH THE AUTHORITY OR THE AFA 
OR ANY SUCCESSOR TO THE AUTHORITY OR THE AFA, UNDER ANY RULE OF LAW OR EQUITY, 
STATUTE, OR CONSTITUTION OR BY THE ENFORCEMENT OF ANY ASSESSMENT OR PENALTY OR 
OTHERWISE AND ALL SUCH LIABILITY OF ANY SUCH OFFICERS, DIRECTORS, EMPLOYEES, 
COUNSEL, ADVISORS, AGENTS, CONTRACTORS, CONSULTANTS, PROGRAM MANAGERS OR 
EXECUTIVE DIRECTORS, AS SUCH, IS HEREBY EXPRESSLY WAIVED AND RELEASED AS A 
CONDITION OF AND CONSIDERATION FOR THE EXECUTION AND ISSUANCE OF THE SERIES 2022 
BONDS. 

Purchase of the Series 2022 Bonds involves significant risk.  Prospective investors should read this entire 
Limited Offering Memorandum prior to making an investment decision.  See “BONDHOLDERS’ RISKS” for certain 
factors that prospective holders should consider prior to acquiring any of the Series 2022 Bonds. 

THE COMPANY 

Executive Summary/Business Overview 

The Company, founded in 2016 as FEC Logging USA Holdings, LLC, is a leading sustainable forestry and 
wood products manufacturing company in the southwestern United States that operates adjacent to the country’s 
largest contiguous ponderosa pine forest.  The Company thins and restores the forests of Northern Arizona, and 
processes the logs and residual byproducts into high-value products described below.  Forest restoration requires the 
removal of smaller and lower-grade timber from the forest, which act as fuel for wildfires, and makes room for the 
larger, higher-value trees to thrive.  The Company has developed a manufacturing process that uses highly automated 
equipment to convert low-grade timber into high-value lumber.  The Company has over 100 employees.  As described 
herein, the Company currently operates two existing lumber mills and is in the process of constructing a third mill 
which, when completed, will absorb the operations of one of the Company’s existing mills.  At its mills, the Company 
currently produces as its main products (i) KD S4S (kiln-dried, surfaced-four-sides) softwood lumber in various high 
quality grades that are used for non-structural building materials such as panels and windows, and (ii) heat-treated 
timbers that monetize lower quality/grade logs that are used for pallets. 

The Company currently employs over 100 staff between its headquarters in Mesa, Arizona and its sawmill 
facilities in Heber, Williams and Bellemont, Arizona.  The Company plans to add more than 200 employees in 
Bellemont as it completes installation of the Windfall Mill and expands its Engineered Wood Products (“EWP”) plant.  
Bellemont, located in north-central Arizona, and Heber, located in eastern Arizona, are both economically 
underdeveloped regions of Arizona that will benefit from the Company’s investment.  The Company also plans to add 
more than 70 employees in forestry operations as well as expand its administrative staff to support the business.  
Bellemont’s location 10 miles from Flagstaff allows the Company to draw potential employees from Flagstaff, 
Winslow, Williams and Prescott Valley.  The first EWP line is highly automated, requiring 12 staff per shift.  The 
Company has hired all 12 staff needed for the first shift and has received applications from more than enough qualified 
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candidates to staff a second shift.  The vast majority of positions for the sawmill are relatively low skilled and the 
Company anticipates no difficulty drawing staff from the surrounding Flagstaff area.  The Company continues to 
ramp-up recruitment preparedness by establishing relationships with Northern Arizona University (located nearby), 
the Chamber of Commerce, Camp Navajo (a nearby military base with skilled veterans regularly leaving the service 
and seeking local private sector employment), as well as city, county and state representatives to help identify potential 
populations to target (e.g., employees recently laid off by other businesses). 

The Company’s business operates through three wholly-owned subsidiaries: (1) Just Right, LLC, an Arizona 
limited liability company (“Just Right”), which holds title to the Company’s hard assets including sawmill equipment, 
trucks, rolling stock, land and buildings; (2) Good Earth Power AZ, LLC, an Arizona limited liability company 
(“GEPAZ”), which together with its subsidiary Pioneer Forest Products Corporation (“Pioneer”), a Montana limited 
liability company, is the contract party to a contract (the “Phase I USFS Contract”) with the United States Forest 
Service (the “USFS”); and (3) NewLife Forest Products, L.L.C., an Arizona limited liability company (“NLFP”), 
which is the operating company for the business. See “The Company - Organizational Structure and Management.”  

The Company is contracted by the USFS, with the mission of restoring the health of the forest in northern 
Arizona, where forest fires have caused significant environmental and economic destruction.  Under the Phase I USFS 
Contract, GEPAZ has the right to harvest up to 300,000 acres of Arizona forestland over a 10-year term expiring in 
May of 2022.  This project is considered Phase I of a public-private partnership referred to as the Four Forests 
Restoration Initiative (“4FRI”).  The 4FRI was established by the USFS and community stakeholders to accelerate 
large restoration efforts to support natural fire regimes, healthy diverse forests and rangelands, and abundant 
populations of native plants and animals; facilitate community fire protection and preparedness; and enhance local 
economies through the use of excess trees.  The initiative is sponsored and supported by major environmental groups 
in the United States, including The Nature Conservancy. The mission of 4FRI is to thin the majority of Arizona’s 2.4 
million acres of ponderosa pine forests, which have become overgrown after a logging ban on federal forestland in 
Arizona, and to restore forests to a more natural state.  Through its work in 4FRI, and due to the size of acreage 
involved, the Company anticipates being able to utilize fiber (as described below) harvested from these forests for 
more than 20 years.  See “MATERIAL AGREEMENTS”. 

The Company currently operates two existing manufacturing facilities: (1) the Lumberjack Mill, located in 
Heber, Arizona; and (2) the GPR Mill, located in Williams, Arizona.  The Company is building a third manufacturing 
facility, the Windfall Mill, in Bellemont, Arizona.  The table below describes the Company’s facilities, including the 
location, primary products and shorthand name for each. 

Facility Location Products Shorthand Name 

The Windfall Mill will be located in Bellemont, 
Arizona in an existing 425,000 square foot facility. 
The Windfall Mill is expected to have three sawmill 
lines with corresponding planer mill and kiln-drying 
capacity, two engineered wood products lines, and a 
bagging line for residual products.  

14005 East Old Route 66,  
Bellemont, Arizona 86015 

KD S4S Lumber; 
Sawdust; Planer 
Shavings; Clean 
Wood Chips; High-
grade lumber 
products; paneling 
and siding 

Windfall Mill 

The GPR Mill, located near Williams, Arizona.  
Starting in Q3 2021, the core equipment of the GPR 
Mill will be moved to the Windfall Mill to form one 
of the three sawmill lines there. 

671 S. Garland Prairie Rd., 
Williams, Arizona 86046 

2-sided Cants (as 
defined below), 
which are 
transported for 
processing at the 
Lumberjack Mill; 
Wood Chips 

GPR Mill 

The Lumberjack Mill is located near Heber, Arizona. 
The core components include a sawmill with two 

3830 Arizona 277,  
Heber, Arizona 85928 

KD S4S Lumber; 
Heat-Treated 
Timbers; Sawdust, 

Lumberjack Mill 
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primary breakdown lines, secondary breakdown, two 
kilns, and a planer facility.  A third kiln is planned.  

Planer Shavings, 
Clean Wood Chips 

The Williams Property is a 25-acre parcel in Williams, 
Arizona where the Company houses office facilities. 
The site is intended to be used for additional 
manufacturing facilities at a later stage in the 
Company’s development.  

325 S Garland Prairie Rd.,  
Williams, Arizona 86046 

N/A Williams Property 

 

The Company is developing a new high-capacity 425,000 square foot sawmill and EWP plant in Bellemont, 
Arizona (the “Windfall Mill”) which will reduce the Company’s high hauling costs and enable the efficient processing 
of small logs.  By comparison, the Company’s existing mill in Heber, Arizona (the “Lumberjack Mill”), is located 
150-160 miles from the majority of the existing forest harvesting areas, adding significant transportation costs.  See 
“THE COMPANY – Expansion and Future Operations.” 

Upon completion of the Windfall Mill, the Company 
will continue to produce KD S4S lumber from high grade logs, 
but will replace the production of heat-treated timbers with 
EWP, which generate significantly higher margins from low 
grade logs.  Pursuant to a contract with International Forest 
Products LLC (“IFP”), a global wood products broker owned 
by the Kraft Group, the Company sells 100% of its lumber 
products (including EWP) to IFP, which IFP resells to various 
customers.  See “THE COMPANY – Sales and Marketing 
Strategy.”  The Company’s lumber processing operations also 
produce a number of residual products, including wood chips, 
bark, shavings, sawdust and slash which are sold to a variety of 
customers.  See “THE COMPANY – Products and Residual 
Products.”  

The EWP lines and Windfall Mill will be critical 
components in transforming the Company into a high margin 
business that management expects to set the standard by which 
forest restoration projects are modeled moving forward.  

The EWP lines take lumber which is lower grade because of defects such as knots, cuts the lumber up into 
small blocks discarding large defects and reorganizing smaller defects, and then glues the blocks back together into 
lumber with minimal defects. The newly formed engineered lumber product has a significant increase in grade. As a 
result the Company sells the engineered wood for 3-5x the price it would have attained for the wood at the start of the 
process. For example, as of August 27, 2021 a “1x4” piece of lumber with a 4-common grade at the beginning of the 
process would have been sold for approximately $675 per thousand board feet (Random Lengths publication August 
27, 2021 Ponderosa Pine California Mills). Instead, the EWP line will cut up the wood and glue it back together after 
processing defects, creating a high-value lumber such as a “1x12” clear. The “1x12” clear on August 27 2021 would 
have sold for approximately $3,450 (Random Lengths publication August 27, 2021 Ponderosa Pine California Mills). 
After accounting for the chop loss of three inches out of every 24 inches, or 12.5%, the equivalent price is $3,019, 
over four times the value of the original input board.  Other grades and sizes will generate other incremental values.  
Once moulded and painted, the boards can be branded and sold as a specific product, such as siding, paneling, or trim 
and sold for a further price multiple. 

The Company completed the installation and commenced operation of the initial EWP line in August 2021, 
other than the installation of certain painting and finishing machinery, which was commissioned at the end of January 
2022. A second EWP line will be installed by the Company after the Windfall Mill is completed, with installation 
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expected to be completed in February 2023. The second EWP line is expected to cost approximately $3,455,000 and 
will be funded from Series 2022A Bond proceeds. 

The Company expects the Windfall Mill to increase overall volume dramatically, producing a 10-fold 
increase in production over historical levels, as well as reducing costs through reduction in transportation costs (round-
trip distance of logs hauled to the Windfall Mill will be hundreds of miles shorter than historical log-hauling distances) 
more efficient processing of small logs, and high-speed, automated processing.  The Company and its contracted 
partners are operating a total of 9 harvesting crews in Arizona with a combined capacity of 20,000 acres per year.  The 
Company is acquiring equipment to provide internal logging capacity of approximately 12,444 acres per year.  In 
2023, the Company expects to ramp up to more than 17 forest restoration crews, with more than 40,000 acres per year 
of restoration capacity. 

Mission and Carbon-Negative Impact 

The Company’s mission is to partner with local and national stakeholders to profitably implement sustainable 
forestry and restore the health of millions of acres of Arizona forests, which is essential in preventing catastrophic 
wildfires, and to become the leading manufacturer of wood products in the southwest United States.  Recent forest 
fires have caused massive carbon dioxide (“CO2”) emissions, and, have also burned more than 1 million acres of 
forests in Arizona over the past two decades.  The fires have caused billions of dollars in timber losses, structural 
damage, and containment costs, destroyed hundreds of structures and devastated rural communities and the 
environment.  For example, the Rodeo-Chediski fire alone is estimated to have cost a timber loss of as much as 1.3 
billion board feet, a value of nearly $750 million today and wreaked havoc on the local environmental ecosystem and 
community health.  

Healthy forests play a critical role in the earth’s ecosystem. Trees are the planet’s natural carbon-negative 
process for taking CO2 out of the atmosphere and maintaining the natural balance of breathable air for a healthy life. 
When forests burn, that carbon removal process breaks down, and the forest’s captured CO2 is released into the air. 
This leads to a vicious cycle, where more CO2 in the atmosphere results in hotter temperatures, which dry out forest 
landscapes, and which in turn become more vulnerable to fire.  This cycle, combined with the overgrown state of 
forests, has worsened the size and frequency of forest fires in recent years.  In addition to the long term impacts of 
climate change and the immediate risks of fire hazard, forest fire smoke poses serious health risks as well.   

Arizona’s forests have become overgrown and unhealthy because of a logging ban enacted in the 1990s to 
protect various endangered species in Arizona.  As a result, Arizona’s forests consist of thin trees surrounded by dry 
underbrush which make them vulnerable to unnaturally severe forest fires.  These fires have had devastating effects, 
including the destruction of the endangered species’ habitats that the ban was intended to protect.  The 4FRI program 
is a collaboration between environmental groups and the United States government to restore the health of the Arizona 
forests.  The Company’s deliberate and strategic approach restores the forests by protecting the larger trees, and 
removing the smaller trees through systematic, mechanical thinning and controlled burns.  The Company works with 
the USFS and local logging companies in Arizona to implement these sustainable forestry methods to restore one of 
the largest forest ecosystems in the United States to a healthy state. 
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History (2012-2020) 

The Company was founded in 2016. There were two predecessor entities under different ownership that 
began various business lines of the Company: Pioneer and GEPAZ.  Pioneer was the original recipient of the Phase I 
USFS Contract in May 2012, but Pioneer was not able to perform under the contract.  In September 2013, GEPAZ 
acquired Pioneer and its obligations under the Phase I USFS Contract.   

After assuming the Phase I USFS Contract, GEPAZ outsourced the forest restoration work to one of the 
largest forest management companies in the United States.  However, GEPAZ lacked the manufacturing facilities to 
process the mixed size and grade of logs coming from the forest and was undercapitalized. 

In 2016, the Company acquired GEPAZ and received a $15,000,000 investment from a group of Phoenix 
investors (“GEP Funding”).  GEP Funding installed its own manager with no relevant experience in forestry, trucking 
or manufacturing who made a number of poor business decisions.  His plan was to outsource and scale logging 
operations, upgrade the existing mill to add capacity and to leverage an affiliated trucking company’s scale to lower 
transportation costs.  Outsourced logging teams moved equipment and personnel from out of state to deploy in Arizona 
and the costs of the business grew faster than the mill upgrades. Transportation costs were much higher than expected. 

In May 2017, the Company raised debt financing from Lateral Investment Management, LLC, an SEC-
registered private credit and growth equity investment firm (“Lateral”).  Lateral provides creative financing solutions 
to help business owners seize opportunities and grow faster. Lateral manages a concentrated portfolio of high-growth 
companies that have sustainable advantages to be long-term market leaders in their respective industry segments.  In 
2018, GEP Funding ceded management control after the Company raised a new financing from A-1 Timber 
Consultants, a forest operations company, and Lateral.  See “PLAN OF FINANCE – Lateral Net Commitment.”  The 
Company refocused on building a fully-integrated supply chain, supported by a sawmill in the Flagstaff area for 
western Arizona forest operations, and the Lumberjack Mill processing logs from eastern Arizona forest operations.  
The two sawmills would then be supplemented by an EWP line to extract greater value from low-grade logs and 
incorporate a combination of in-house logging and hauling with spot contract services for logging and hauling as 
required.  

In late 2019, the Company recruited a senior management team with the experience and capability to deliver 
on and improve the business plan set out by the original owners and Lateral.  Ted Dergousoff and George Stedeford 
each have four decades of experience in the forestry industry.  Mr. Dergousoff’s strong experience in engineered wood 
products was specifically sought out as a key capability given the Company’s focus on maximizing the value extracted 
from low-grade wood fiber.  Mr. Stedeford’s operational experience and CPA qualification make him a strong 
COO/CFO combination to help Mr. Dergousoff lead the Company. 

In 2019 and 2020, Lateral continued to make investments to upgrade the Lumberjack Mill and to assemble 
the key equipment components of a new small log mill.  In August 2020, Lateral increased its equity stake to a majority 
ownership position.  The COVID-19 pandemic caused significant market uncertainty. The Company closed the 
Lumberjack Mill in early 2020 until the end of June 2020.  During the closure, the Company performed extensive 
upgrades to the Lumberjack Mill.  Management identified and implemented a number of changes to the Lumberjack 
Mill, including upgrading one of the dry kilns, extending the green chain, fixing the trim line, and putting in concrete 
at the planer mill to make it more suitable for producing higher value products.  The Company also replaced the mill 
manager in an effort to improve maintenance programs and to increase overall production at that mill.  Since re-
opening the Lumberjack Mill in June 2020, the upgrades have resulted in significant performance improvements.  The 
Lumberjack Mill has increased production from 45,000 board feet per shift to 64,000 board feet per shift.  In addition, 
as seen in the charts below, higher grades are now being produced as a direct result of the improvements to the kiln 
and planer mill areas. In early 2021, the Company added a small-log processing unit to the Lumberjack Mill which 
will efficiently process the entire profile of logs from forest restoration work. 
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Expansion and Future Operations 

The Company’s expansion plans for the Windfall Mill, and the implementation of the first EWP line in 
August 2021 and upgrades to the Lumberjack Mill, solve the historical issues of high hauling costs and inefficient 
processing of small logs at the Lumberjack Mill.  The Company’s existing forest thinning operations produce mostly 
small logs, which historically could not be processed efficiently at the Lumberjack Mill.  This reduced lumber 
production at the Lumberjack Mill, which was only capable of producing 13 million board feet per year (“mmbf”).  In 
addition, the Lumberjack Mill is located 150-160 miles from the majority of the forest harvesting areas, which adds 
significant transportation costs.  The Company purchased the Lumberjack Mill knowing these limitations, because the 
Lumberjack Mill was the only existing mill in northern Arizona.   

  The recent implementation of the TV6000 small log line at the Lumberjack Mill begins to address these 
challenges by processing small logs efficiently and at higher speeds. For example, where the original headrig could 
only process approximately 1 log per minute, the TV6000 is able to process 8 logs per minute. In addition, the 
expanded log profile that can be efficiently processed at the Lumberjack Mill widens the range of logs that can be 
consumed within a reasonable range.  This reduces the net overall travel distance (and corresponding transportation 
cost) for logs hauled to the mill as it can process small logs available from nearby tree stands rather than being able to 
only process larger logs which are located further away.  

 The following table shows the improved lumber quality output the Company has already observed at 
Lumberjack as a result of recent changes. 

Weighted Average Share of Lumberjack Output by Lumber Quality (2020 vs. 2021*) 

Lumber 
Grade 2020 2021 YTD 2020/2021 YTD Comparison 

    

#2 2% 8.3% +6.3% 

#3 44.9% 48.2% +3.3% 

#4 46.6% 36.3% -10.3% 

#5 6.5% 7.2% +0.7% 

Total 100% 100%  

#3 & Better 46.9% 56.5% +9.6% 

 * January-September 2021 

In addition, the Windfall Mill will be located in the heart of the forest harvesting area, resulting in an average 
haul distance of only 25-30 miles.  The Windfall Mill is specifically designed to complement the Lumberjack Mill, 
processing the kind of small and medium-sized logs harvested in northern Arizona, and will be capable of producing 
approximately 120 mmbf per year.  The combined capacity of the Windfall Mill at approximately 120 mmbf from two 
shifts, and the upgraded production now expected from Lumberjack Mill at approximately 40 mmbf from two shifts, 
will allow the Company to increase production more than 10 times what is has historically produced.  Furthermore, 
because logs of different sizes will be processed more efficiently and with lower transportation costs, contribution 
margins from each log are expected to increase significantly. 
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Engineered Wood Products Plant 

The EWP process produces a structurally sound, high-grade engineered wood product from low-grade wood 
thereby increasing the sale price of that wood by approximately three-to-five times, depending on the grade of wood. 
This process is core to the Company’s business and the main reason for recruiting our Ted Dergousoff as CEO, whose 
40 years of experience in the EWP market will help ensure the successful operation of the EWP lines.  

As noted above, forest restoration work in Arizona involves harvesting low-grade logs.  By building an EWP 
plant with a focus on upgrading low-grade lumber, the Company is dramatically increasing the value of the lumber 
already being produced and increases mill contribution margins and overall profitability.  EWP are high-value, high-
grade lumber products which are made from low-quality wood.  Generally, low-quality wood has of a range of defects, 
especially knots, which diminish the appearance of the wood and may not be as structurally sound as wood which is 
clear or near-clear of defects.  The two EWP lines being installed at the Windfall Mill will allow the Company to cut 
out or rearrange the defects in low-quality boards and glue the pieces back together. Once glued back together, the 
engineered lumber is virtually defect-free and therefore higher grade which attracts a significant price premium for 
the new product relative to the old product.  In general, engineered lumber sells for 3x-5x the value of the original 
natural lumber from which it was remanufactured. The range of 3x-5x is based on how defective the original starting 
natural lumber pieces were and how clear of defects the finished pieces are. #5 Common lumber, which sells for under 
$300 per thousand board feet has an even higher multiple in value when remanufacturing into high-value clear lumber. 

Illustrations EWP1 and EWP2 illustrate the EWP value-creation process. Illustration EWP1 shows what 
lumber of various low and high grades look like and how they compare to one another, where #4 Common is a low-
value, low-grade product with many larger knots while C & Better Selects are high-grade lumber virtually clear of 
knots/defects.  

Illustration EWP1: Lumber Grades 

 

 

 

 

 

 

Illustration EWP2 shows the typical low-grade lumber produced at the Lumberjack Mill today, which is 
remanufactured through EWP. It then provides an illustration of the flow of low-grade lumber through the 
remanufacturing process until a high-grade engineered product is produced.  

Illustration EWP2: EWP remanufacturing process: 

C and Better Select (“C&Btr”) 

D Select 
 

#2 and Better Common 
 

#3 Common 
 

#4 Common 
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The machine centers of the EWP line optimize value through sophisticated, automated scanning and 
optimization technology.  The Company purchased the equipment for the first EWP line in Q4 2020 and completed 
the installation and commenced operation of the line in August 2021, other than the installation of certain painting 
and finishing machinery which were commissioned in January 2022.  The Company expects to grow production 
volumes profitably hereafter. 
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As noted in the table below, the existing capacity of the Company is 6,400 board feet per hour, which includes 
the combination of both the Lumberjack and GPR Mills. In addition, given the aforementioned high transportation 
costs and inefficiency in processing smaller logs, the Company has only run one production shift at the Lumberjack 
and GPR Mill, limiting the Company’s historical lumber production to a maximum of approximately 13 mmbf per 
year.  

After completion of the Project, the Company is projecting a capacity of 39,968 board feet per hour based on 
75% uptime at the Lumberjack Mill and 85% uptime at the Windfall Mill. The Project will also significantly reduce 
log transportation costs and improve processing efficiency so the Company will run two shifts of production. The 
Company expects to produce approximately 160 mmbf per year, more than 10 times the historical volume produced 
by NLFR. See “APPENDIX C – INDEPENDENT ENGINEER’S REPORT.” 

The table below notes a production capacity of the first EWP line of 4,166 board feet per hour, for each of 
two shifts from the existing line.  The Project will also include the installation of a second, near identical EWP line, 
also capable of 4,166 board feet of production per hour from each of two shifts.   

Manufacturing 
Line 

Location Historical 
Board 
Foot/Hour 
Capacity 

Post 
Investment 
BF/Hour 
Capacity 

Uptime Net 
BF/Hour 
Production 

Planned 
Annual 
Operating 
Hours 

Planned 
Annual 
Production 

Primary 
Production        

Lumberjack Heber 6,400* 12,916 75% 9,687 4,032 39,060,000 

Windfall Bellemont N/A 35,625 85% 30,281 4,032 122,092,992 

Total Primary 
Production       161,152,992 

        

Remanufacturing        

EWP Line 1 Bellemont 4,166 4,900 85% 4,166 4,032 16,800,000 

EWP Line 2** Bellemont N/A 4,900 85% 4,166 4,032 16,800,000 

Total 
Remanufacturing       33,600,000 

 

* Includes 3,000 bf/hour input of 2-sided cants per day from GPR Mill in Williams. GPR Mill will be 
absorbed into the Windfall Mill as part of the expansion program 

** A second EWP line virtually identical to the current EWP line will be financed with proceeds of the 
Series 2022A Bonds, and is forecast to be operational by the end of 2022, doubling the overall EWP 
capacity of the Company 

When fully operational, the Company expects annually to harvest and process nearly 1,000,000 tons of 
sawlogs from over 25,000 acres of forestland.  This process will also help mitigate the risk of potential large-scale, 
catastrophic wildfires that have devastated the region in the past.  Even at maximum planned capacity, the Company’s 
forestry operations will thin only a fraction of the Arizona forestland in need of, and made available for, restoration. 
In the 4FRI operating area alone, there are 2,400,000 acres of forestland in need of restoration. As noted in the 
Mountain Creek Report, even at full capacity, the Company will not harvest enough acres annually to counter the 
annual growth rate of the forest. Even at this projected scale, the Company will produce only a small fraction of the 
lumber supply in the United States and will not produce enough to impact lumber prices. 
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After the expansion plan is completed, and the facilities are at full production, the Company is expected to 
employ more than 370 people across forestry, manufacturing, and management administration and is projected to 
generate on average from 2024 through 2042 in excess of $144 million in annual revenue and over $48 million in 
annual net income. 

For more discussion of the Company’s expansion plan, see “THE COMPANY – Manufacturing Facilities 
Expansion Plan” below.  After executing the Manufacturing Facilities Expansion Plan the Company projects: 

• Lower transportation costs: the average round-trip haul distance for logs should be reduced from ~300+ 
miles to ~60+ miles.   

• Efficiency gains: log processing is forecast to yield more than 240 board foot per ton of logs up from 
200 board foot per ton of logs. 

• Scale: 39,968 board feet per hour of production is forecast across all sawmill facilities (excluding EWP 
lines) up from 6,400 board feet per hour historically. 

• Value extraction: EWP line is expected to add significantly to the average sale price of lumber. Using 
pricing and figures projected in the Financial Model, at full run rate the Company expects an average 
sale price with EWP of $824/mmbf, whereas the average sale price without EWP would be $629/mmbf.  
The Company determined the average price with EWP by multiplying the applicable prices forecasted 
by FEA by the output mix projected by the Independent Engineer.  See “APPENDIX C – 
INDEPENDENT ENGINEER’S REPORT” and “APPENDIX E – FEA 15-YEAR NORTH 
AMERICAN LUMBER REPORT.” 

• Combination of in-house logging and hauling with spot contract services reduce logging cost by an 
average of over $5 per ton. 

• Automation is expected to reduce manpower, lowering processing costs from $250/mbf at the 
Lumberjack Mill to $87/mbf at the Windfall Mill. 

The chart below provides additional detail regarding the expected cost efficiencies from the Windfall Mill 
and EWP lines. 

 

The chart below shows how the 3x-5x price increase for EWP compared to natural lumber also increases the 
overall net weighted average price of lumber by approximately 22% in the market as of June 2021. 
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*Estimated market pricing as of June 2021 

Products and Residual Products  

Products  

 The Lumberjack Mill and the Windfall Mill will each produce lumber ranging from 4” to 12” in width and 
8’ to 16’ in length. The lumber will generally be kiln-dried and surfaced on four sides (KD S4S) though rough, 
unsurfaced lumber will be created from time to time for specialty products made in the EWP lines.  

 Low-grade lumber will generally be separated for processing in the EWP lines, where it will be cut into 
pieces, defects will be removed or sorted, and the pieces will be glued back together to form higher-grade lumber 
products. The specifics of this process are detailed below. The resulting lumber can be edge-glued together and/or 
moulded to form a range of high-value products, such as siding and paneling. 

 

Source: 4FRI Tree Size Information supplied by the US Forest Service 
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Residual Products 

Residual products, including wood chips, bark, sawdust, and slash are produced as byproducts of the 
Company’s operations.  As the Company cuts down trees it also collects the underbrush from the forest to reduce risk 
of fire.  Sawdust and planer shavings are created as the lumber is processed through the mill and is planed and finished.  
Small pieces of wood from the end of boards or as chop loss from the EWP lines will be turned into wood chips.  The 
residual products are sold and expected to be sold in bulk or in bags to a variety of customers.  See “THE COMPANY 
– Sales and Marketing Strategy.” 

Historic and Projected Product Mix 

In 2019, the Company’s lumber comprised 25% of the Company’s product by volume and 44% by revenue 
while residual products comprised 75% of the Company’s product by volume and 56% by revenue (124,000 total tons 
and $5.2 million in total revenue).  By 2024, the Company projects that lumber will comprise 61% of the Company’s 
product by volume and 53% by revenue; residual products will comprise 26% of the Company’s product by volume 
and 12% by revenue; and EWP will comprise 13% of the Company’s product by volume and 35% by revenue 
(1,245,000 total tons and $142.7 million in total revenue). 

Hauling Operations 

The Company currently manages an in-house fleet of nine trucks and has an assortment of chip vans and log 
trailers.  An in-house trucking operation permits better cost management and product delivery control.  

The Company’s hauling operation will regularly deliver logs to the Windfall Mill and the Lumberjack Mill, 
whole tree chips to Phoenix, Arizona and the Windfall Mill, and slash (tree branches and underbrush from the forest) 
to Snowflake, Arizona the Windfall Mill and other locations based on customer needs.  The Company also maintains 
relationships with third-party haulers to provide contract services in the event additional capacity is required.  See 
“MATERIAL AGREEMENTS – Hauling Agreements, Equipment Leases and Miscellaneous Other Contracts.” 

 

 

[Remainder of page intentionally left blank.] 
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Description of Existing Manufacturing Facilities 

The Lumberjack Mill  

The Lumberjack Mill is located near Heber, Arizona on a 33-acre parcel owned by Just Right. The core 
components of the facility include a sawmill with two primary breakdown lines, secondary breakdown capacity, kilns, 
and a planer facility.  The following chart illustrates the basic operations of the Lumberjack Mill. 

 

The Lumberjack Mill’s sawmill debarks logs before they are sent to a sliding carriage (the “Headrig”) which 
transports a log back and forth passing it through a vertical bandsaw, which slices logs into various pieces, including 
cants and boards. The Headrig has a log turner that slices the log on four sides, creating large rectangular pieces of 
wood (“Cants”) resulting from the round sides being cut off.  The second log line is Scragg mill (“Scragg”) which 
takes smaller diameter logs and cuts the edges off of opposing ends of the log to create a two-sided Cant.  The Cants 
from the Headrig, Scragg, and the GPR Mill are then ganged through a double arbor gangsaw, which comprises a 
series of saws sitting one inch apart.  The saws simultaneously cut the rectangular Cants arriving from the Headrig 
and Scragg lines into multiple one-inch thick boards. The boards coming off the gangsaw and the Headrig and Scragg 
lines that do not have square edges are processed through an edger, which has saws that cut along the long edge of 
each side of a board to ensure the edges of the board are straight and equally wide at both ends.  All boards are fed 
through a trimmer line, where a saw cuts each board to an even length in two foot increments ranging from eight feet 
long to sixteen feet long.  The trimmed boards are then conveyed along the “Green Chain,” (an industry term generally 
referring to the process of conveying wet boards’ prior to being dried in a kiln) where the green boards are then stacked 
with boards of similar width and length.  When enough boards of the same width and length are stacked, the bundle 
is carried by forklift to a stacker, which separates layers of boards in a bundle by placing a thin stick between board 
layers.  This process prepares the boards for drying in a kiln, where air can flow between layers of wood in order to 
dry the boards.   

The Lumberjack Mill has two dry kilns.  The moisture content of “green” or “wet” lumber makes the product 
relatively unstable, allowing it to warp or twist over time if the board is allowed to simply air dry. The purpose of the 
dry kilns is to reduce the water content to between 10% - 12% to stabilize the product for building applications. The 
first kiln is a steam heated kiln and has a capacity of approximately 100,000 board feet per drying cycle.  The second 
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kiln is a direct-fired kiln that has been retrofitted with piping to enable proper conditioning of ponderosa pine during 
the drying process and has a capacity of approximately 200,000 board feet per drying cycle.  The drying cycle for 
each kiln is three to four days.  The kilns are operated daily, and the annual drying capacity is approximately 
31,285,000 board feet per year (based on 3.5 days average drying cycle).  For a description of the new kilns being 
acquired for the Lumberjack Mill, see “THE COMPANY – Manufacturing Facilities Expansion Plan – Further 
Upgrades to Lumberjack Mill.” 

In addition to standard sawmill equipment, the Lumberjack Mill has equipment and resources critical for 
operating and maintaining the sawmill and corresponding equipment.  For example, the Lumberjack Mill has its own 
shop facility which is capable of servicing multiple of the Company’s fleet of semi-trucks simultaneously. This enables 
the Company to perform cost efficient in-house maintenance, rather than outsource all repairs, which is expensive and 
time consuming. The Lumberjack Mill also has a saw filing room with tools to service various saws, and has a parts 
storage area and common area for employees. 

Products from the Lumberjack Mill include KD S4S lumber and bulk sawdust, planer shavings and clean 
wood chips. Ponderosa pine KD S4S lumber is appearance grade lumber and is used primarily for interior applications 
such as windows, doors and paneling. It is sold by the Company to International Forest Products, who sells the product 
to customers including Home Depot and Walmart. Heat-treated timbers are low-grade wood which historically has 
been sold to pallet manufacturers. The Company will no longer produce heat-treated timbers as this low-grade wood 
is now instead sent to the EWP line for remanufacturing into high-grade product. As exemplified above, this results 
in a net increase in revenue for the fiber of approximately three times the revenue generated of a heat-treated timber.  

Residual products are sold for a range of applications including pellet manufacturing (from sawdust), animal 
bedding (from planer shavings), and bagged mulch and other lawncare products (from clean wood chips). The 
Company has multiple customers for residual products ranging from Gro-Well Brands (“Gro-Well”) (a bagged lawn 
products company) to Future Forests (a pellet manufacturer).  

The GPR Mill 

The GPR Mill is located near Williams, Arizona on an 8.55 acre parcel leased by Just Right.  The GPR Mill 
produces two-sided Cants, which are then transported to the Lumberjack Mill for further processing. The GPR Mill 
employs five staff.  

The GPR Mill is a Hurdle brand Headrig mill with an infeed, outfeed, transfer deck for green lumber (where 
‘green’ lumber is lumber that is freshly cut from a log and therefore still maintain a significant amount of moisture 
content as it has not yet been kiln-dried), and chipper for processing the sides cut off from logs when creating two-
sided Cants.  The mill does not have secondary processing capability, nor does it have drying and planing capacity.   
The two-sided cants made at the GPR Mill are transported to the Lumberjack Mill for further processing. Slabs coming 
off the sides of the logs are chipped and sold as wood chips in bulk to various customers such as Gro-Well.   

As part of the implementation of the Windfall Mill (see “THE COMPANY – Manufacturing Facilities 
Expansion Plan” below), the core components of the GPR Mill, including the Headrig and the truck scales, will be 
transferred to the Windfall Mill as part of the Company’s development program.  The Company will close the GPR 
Mill approximately three months before the Windfall Mill is due to be operational and not renew its existing lease for 
the GPR Mill site.  Equipment from the GPR Mill will form part of the three primary breakdown lines planned for the 
Windfall Mill site.  The infeed deck, outfeed and transfer decks will all form parts of the infeed and outfeed 
requirements at the Windfall Mill.  The truck scales will be recalibrated and used to service the inbound truck traffic 
at the Windfall Mill.  Any equipment currently located at the GPR Mill that the Company does not intend to use at the 
Windfall Mill will be sold or stored until it can be sold on the Company’s Williams Property (described below) 
adjacent to the GPR Mill. 

The Windfall Mill 

The Windfall Mill is located in an existing 425,000 square foot manufacturing facility located near 
Bellemont, Arizona on a 35-acre parcel to be acquired by Just Right from Windfall Asset Co., LLC, an affiliate of 
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Lateral, simultaneously with the issuance of the Series 2022 Bonds.  See “PLAN OF FINANCE – Windfall Mill & 
Property Purchase” herein.  The purchase price will be paid from a portion of the proceeds of the Series 2022A Bonds.  
The facility currently has existing utilities and is located adjacent to a Burlington Northern Santa Fe (“BNSF”) rail 
line.  The Company plans to operate multiple product lines from the Windfall Mill location, including, two EWP lines 
and residuals bagging lines (“Bagging Line”).   

Finished lumber is graded on a scale depending on the defects in finished product.  The lowest grade is #5 
common, and the grade increases in value to #1 common and finally ‘selects’ or ‘clears’ (See Illustration EWP1 
above). The EWP lines are designed to take the low-grade lumber material obtained from Arizona forest restoration 
processes and convert it into high-grade products through a fully automated, high-speed process.  The EWP lines will 
feed lower-grade 1”x4” and 1”x6” boards through an automated scanning chop saw, where they are cut into pieces 
(finger joint blocks) 8” to 24” long, separated by quality, and accumulated in large holding bins.  Waste pieces and 
defects and knots larger than the largest allowable grade are discarded.  The finger joint blocks are then fed through 
an automated finger-jointer, which glues the pieces into predetermined lengths, typically 16’ or 20’.  An edge glue 
system takes narrower finger jointed lumber and glues them together to make wider lumber.  For example, three pieces 
of 1”x4” boards can be edge glued to make a 1”x12” board. The jointed lumber can then be moulded into a variety of 
textures including smooth, grooved, or distressed.  Finally, a paint machine applies a primer.     

The EWP lines will produce finger jointed blocks in five grades including clear blocks (15%), one face clear 
blocks (10%), blocks with small tight live knots – ¾” (15%), blocks with 1” knots (30%) and blocks with 2 ¾” knots 
(30%).  These blocks are then be reconstituted into the best possible product given the size of the knots by taking the 
blocks and gluing them back together.   

The following chart illustrates the basic operations of the Windfall Mill. 

 

As of August 27, 2021, a “1x4” piece of lumber with a 4-common grade at the beginning of the process 
would have been sold for approximately $675 per thousand board feet (Random Lengths publication August 27, 2021 
Ponderosa Pine California Mills). Instead, the EWP line will cut up the wood and glue it back together after processing 
defects, creating a high-value lumber such as a “1x12” clear. The “1x12” clear on August 27, 2021 would have sold 
for approximately $3,450 (Random Lengths publication August 27, 2021 Ponderosa Pine California Mills). After 
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accounting for the chop loss of three inches out of every 24 inches, or 12.5%, the equivalent price is $3,019, over four 
times the value of the original input board.  Other grades and sizes will generate other incremental values.  Once 
moulded and painted, the boards can be branded and sold as a specific product, such as siding, paneling, or trim and 
sold for a further price multiple. 

Windfall Mill Overhead View 
 

 

 

 

 

 

 

 

 
 
The Windfall Mill building, pictured above, is in Bellemont, Arizona and has a number of operationally 

important features, including: 

 425,000 square feet under roof. Modern building constructed for high-throughput manufacturing  

 35-acre parcel  

 Ideal layout and size for sawmill, kilns, planer mill, EWP, and bagging line under single roof 

 Multiple trucking bays with the facility located off Interstate 40 

 Fully serviced with power, gas and water 

 BNSF mainline adjacent to property with neighboring spur which will be extended to property 

 11 miles from primary source of employees in northern Arizona 
 
Williams Property 

The Company owns a 25-acre parcel in Williams, Arizona on which the Company has rudimentary office 
facilities.  The site is currently used to store equipment waiting to be installed in the Windfall Mill facility. Once 
equipment is moved to the Windfall Mill, the Williams Property may be used for future expansion.    

Access to Utilities  

Lumberjack Mill 

Electricity is supplied to the Lumberjack Mill via the 25 kilovolt (“kV”) distribution line that runs along Arizona State 
Highway 277, which is owned by Navopache Electric Cooperative.  Water is supplied by one on site well to provide 
all process water required for the Lumberjack Mill.  Since the Lumberjack Mill started operation, the well has provided 
sufficient water to support operations.  Wastewater is sent to a septic system and leach field that is located on site.   
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Windfall Mill and EWP 

Electricity is supplied to the Windfall Mill and EWP line therein via a 2,500 kilovolt ampere (“kVA”) and a 2,000 
kVA transmission lines that run along Bellemont Camp Road, which is owned by Arizona Public Service Company.  
Water is supplied by Bellemont Water Company to provide all process water required for the Windfall Mill and EWP 
line therein.  NLFP owns two 2,000 gallon tanks for potable water and two 400,000 gallon tanks for fire suppression.  
The tanks are directly connected via pipe to the Bellemont Water Company. Wastewater is sent to a septic system and 
leach field that is located to the north of the existing building at the Windfall Site. 

Organizational Structure and Management 

The Company’s business operates through three wholly-owned subsidiaries: (1) Just Right, which holds title 
to the Company’s hard assets including sawmill equipment, trucks, rolling stock, land and buildings; (2) GEPAZ, 
which is the contract party to the Phase I USFS Contract; and (3) NLFP, which is the operating company for the 
business. 

 

Board of Managers 

The Company’s senior management features a combination of experienced local and international 
management, all of whom are based in Arizona. The Board of Managers (the “Board”) currently consists of Richard 
de Silva, Managing Partner at Lateral, and Stuart Barden, Managing Director at Lateral.  The Board works closely 
with the senior management team of the business to drive development.  The Board is supported by an independent 
Board of Advisors, Rick Huff and Art Babbott, who provide additional industry knowledge and expertise, and who 
engage with local community stakeholders.  Each of the senior management team members have more than 20 years’ 
experience in the forest products industry.   
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Richard de Silva, Lateral Investment Management, LLC, Managing Partner 

Richard de Silva is Managing Partner and is responsible for leading the day-to-day investment activities and 
operations of Lateral (Lateral and its affiliates are 73.7% equity owners of the Company), which includes investment 
origination, underwriting, asset management and fundraising. Mr. de Silva was previously a General Partner at 
Highland Capital Partners, a private equity firm that manages more than $3 billion in assets under management. He 
joined Highland in 2003 and focused on investments in growth-stage technology companies. Mr. de Silva also has 
held operating roles in several companies as an entrepreneur and senior executive including as Co-Founder of 
IronPlanet, a marketplace for construction equipment. Mr. de Silva also worked as an engagement manager at Mercer 
Management Consulting with a focus on the cable television and advertising industry. He graduated from Harvard 
College, Cambridge University and Harvard Business School. 

Stuart Barden, Lateral Investment Management, LLC, Managing Director 

Stuart Barden is a Managing Director at Lateral and is responsible for origination, underwriting, execution, 
and asset management for the firm’s investments. Mr. Barden was previously a Vice President at White Oak Global 
Advisors, a multi-billion-dollar private credit firm focused on non-sponsor opportunistic and special situation 
investments. Prior to White Oak, Mr. Barden was an Associate at ICG Group (formerly Internet Capital Group), where 
he was responsible for sourcing and executing control and non-control growth equity investments in SaaS and tech-
enabled services companies.  He earned a Bachelor of Science in Finance from the Kelley School of Business at 
Indiana University and a Juris Doctor from New York Law School. 

Board of Advisors 

The Board of Advisors is an informal advisory board which works with Company leadership to further the 
Company’s business objectives. This may include, for example, community outreach, identification of potential third-
party resources, or any number of other areas in which the experience of the Advisory Board Members can help 
management achieve its goals. The Advisory Board meets formally on a quarterly basis.  

Rick Huff is a senior executive with both domestic and international experience in the forest products 
industry. Mr. Huff was formerly the President and CEO of Ainsworth Lumber Company Ltd., where he led the 
restructuring and turnaround of that company.  Previously, Mr. Huff was CEO of Sinclar Group, a privately held 
company comprised of five major sawmill complexes, a pellet manufacturing facility, a home building company, as 
well as two sales and marketing companies in northern British Columbia. Mr. Huff advises the Board on developing 
and operating manufacturing facilities. 

Art Babbott has lived, worked and served in northern Arizona for the last 25 years.  He was elected in 2012 
as the District 1 Supervisor on the Coconino County Board of Supervisors where he served for 8 years.  Prior to that 
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he served as a two term Council Member on the Flagstaff City Council.  While in office, Art played a leadership role 
in advocating and championing the importance of vibrant and viable forest industries across northern Arizona.  He 
served as a co-chair of the 4FRI and continues to serve on regional economic development boards.   

Mr. Babbott’s extensive community involvement and public service has included participation on the Boards 
of Directors of Northern Arizona Intergovernmental Transportation Authority (NAIPTA), Flagstaff Metropolitan 
Planning Organization (FMPO), Economic Collaborative of Northern Arizona (ECONA), and Coconino Plateau 
Water Advisory Council (CPWAC).  

Key Officers of the Company 

Ted Dergousoff serves as the Chief Executive Officer of the Company. Mr. Dergousoff is a 40-year industry 
veteran specializing in sawmill production and value-add operations. Prior to joining the Company, Mr. Dergousoff 
successfully created value for the ownership of C&C Wood Products through divestitures and through the addition of 
value-add manufacturing facilities. Mr. Dergousoff has held multiple executive roles as COO, CEO, sales manager, 
and consultant at forest products companies including Terminal Forest Products, Coast EcoTimber, Western Forest 
Products, and Forest Grove Lumber Company. Mr. Dergousoff joined the Company in 2019.  He graduated from the 
University of British Columbia with degrees in Economics and Accounting.  

George Stedeford serves as the Chief Financial Officer and Chief Operating Officer of the Company. Mr. 
Stedeford has over 40 years of experience in the forest products industry and is responsible for managing operations 
as the Company transitions to a high-volume fiber harvesting and processing company.  Prior to joining the Company, 
Mr. Stedeford was the Chief Financial Officer and Assistant Managing Director of the Duz Cho Group of Companies.  
In prior roles, he has served as Chief Operating Officer and Chief Financial Officer across multiple forest product and 
power industry companies. Mr. Stedeford joined the Company in 2019. Mr. Stedeford is a Certified Public Accountant.  

Adam Cooley is Vice President, Corporate Development for the Company, responsible for the Company’s 
product strategy and corporate alliances. Mr. Cooley has over 20 years of experience in lumber and residual sales and 
manufacturing in the Arizona market. Prior to joining the Company, Cooley held sales and inventory specialist 
positions for a manufacturer and exporter of ponderosa pine. Cooley joined GEPAZ in 2013. He graduated from the 
University of Phoenix with a Bachelor of Science in Business and Management. 

Manufacturing Facilities Expansion Plan  

Using a portion of the proceeds of the Series 2022A Bonds, the Company will expand its lumber 
manufacturing facilities to produce approximately 39,968 board feet of lumber per hour of operation (a more than 
500% increase over historical production).  Integral to this planned production increase is the Windfall Mill and the 
Lumberjack Mill (see “Description of Existing Manufacturing Facilities and Operations” above). The Company 
intends to increase production capacity in these facilities through a series of equipment implementations over time.  
The production capacity planned by the Company is in light of the feedstock within the Company operating area (see 
“Feedstock Supply Strategy” below).  See “PLAN OF FINANCE” herein. 

Full Development of Windfall Mill 

General.  The Windfall Mill is planned to be an optimized, high-capacity sawmill, with dry kilns and a planer 
mill specifically designed to efficiently process small diameter logs.  The Windfall Mill was selected for development 
because of its close proximity to forest harvest areas with rail access.  It will consist of three primary breakdown and 
corresponding secondary breakdown lines designed to convert round logs into one-inch boards.  The breakdown lines 
will consist of the Headrig currently at the GPR Mill and two Titan TV6000 twin vertical bandsaws, which will be 
manufactured by Wood-Mizer Sawmilling Solutions, LLC (“Wood-Mizer”).  See “THE COMPANY – Purchase 
Agreement with Wood-Mizer Sawmilling Solutions, LLC” herein.  While the two permanent TV6000’s are being 
manufactured, the Company has leased from Wood-Mizer a temporary TV6000 along with corresponding secondary 
breakdown equipment including an MR5000 gangsaw, two EG800 board edger saws, and two HR700 resaws.  See 
“THE COMPANY – Hauling Agreements, Equipment Leases and Miscellaneous Other Contracts – Lease Agreement 
with Wood-Mizer Sawmilling Solutions, LLC” herein.  As a result, the Company expects to rollout the first two 
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sawmill breakdown lines by Q1 2022 without having to wait for the permanent TV6000’s to be ready, the first line 
being the GPR Mill’s headrig and the second line being the leased TV6000.  Once the permanent TV6000’s are 
manufactured, the Company intends to install the third breakdown line and replace the leased TV6000 with one of the 
permanent models.  

Machinery Installation.  The Company is acting as general contractor for the installation of the equipment 
for the Windfall Mill. The Company expects to sub-contract out various structural, mechanical, and electrical work as 
part of the installation process in a manner similar to the work the Company has conducted to date in installing the 
first EWP line and the TV6000 line at the Lumberjack Mill. Wood-Mizer is expected to provide installation support 
on a time and materials basis as needed.  

There is no construction required, only installation, as the Windfall Mill is being installed in the existing 
Bellemont manufacturing facility. The Independent Engineer has concluded, as follows (syntax and defined terms not 
modified from the IE Report):  

“Based on our review, we are of the opinion that, given the nature of the lumber mill and engineered wood 
product facilities and the experience of the Owner’s senior management, the hiring of a construction manager, which 
has occurred, and assuming careful Owner oversight of installation, the procurement and installation approach in the 
absence of a wrapped turnkey agreement, is reasonable.  The kiln supplier for the Lumberjack kiln and the Owner as 
the EPC Contractor for EWP and Windfall is responsible for commissioning and start-up.  Further, the Owner has 
provided the necessary interconnections for the major off site requirements, including water supply, fuel supply, and 
electricity supply.”  See “APPENDIX C—INDEPENDENT ENGINEER’S REPORT” herein.  

Windfall Dry Kilns.  The Company intends to install twelve side-loaded batch lumber drying kilns at the 
Windfall Mill.  In addition to reducing moisture content to ensure stability and consistency, drying the lumber is also 
necessary to meet the Western Wood Products Association lumber grading standards that the Company adheres to.  
Lumber drying kilns are ubiquitous in the lumber industry and have been in use for well over a hundred years.  The 
construction and installation of the kilns at the Windfall Mill is to be completed by Nyle, a well-established kiln 
supplier, which has provided the Company with a quote that includes installation. 

The Financial Model is predicated on locating 12 kilns at the Windfall Mill. The twelve batch kilns have a 
drying capacity of 85,000 board feet per drying cycle, which cycle takes approximately 3 days. The total kiln drying 
capacity for the Company across all sites will be more than 160 mmbf per year.  Installing the twelve kilns at Bellemont 
requires a federal Class I Air Quality Permit, the application for which was issued in November 2021.  The kilns are 
expected to be ordered within 30 days of the issuance of the Series 2022 Bonds. 

Windfall Planer Mill. The Company intends to install a planer mill at the Windfall Mill. The primary purposes 
of the planer mill is to: (i) smooth the surface of the boards after kiln-drying, (ii) grade the boards for quality, and  (iii) 
separate boards by quality directing lower quality boards to the EWP lines for remanufacturing and packaging the 
higher quality boards for direct sale.  

The Company has purchased a planer mill which had been installed in Warrenton, Georgia and operated by 
Georgia Pacific for two years. The Company had the planer mill disassembled and transported to Williams, Arizona, 
where it is in storage awaiting installation.  The planer mill includes the major equipment components of a modern, 
highly-automated planer mill including an automated grading machine (which scans boards at high speed and grades 
their quality in accordance with industry standard grading specifications), automated sorter (which sorts boards by 
grade, width, and length), automated stacker and package maker (which combines a number of boards into paper-
wrapped and banded units ready for shipment). 

The Company intends to appoint a 3rd party project manager to oversee the installation of the planer mill. 
The Company expects to use a number of sub-contractors for the installation of the various machinery as well as 
various structural, mechanical, and electrical work involved in the installation process. The disassembled planer mill 
is ready for reassembly once the Company has attained the Class I Air Quality Permit. 
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The Bagging Line. The Company intends to implement a Bagging Line at the Windfall Mill. The Bagging 
Line would include a standard line and a compression line, the former being used to bag wood chips, bark and other 
materials for sale to big box retailers such as Home Depot and the latter being used to take planer shavings from the 
planer mill and insert them into bags, compressing the material for sale as horse bedding. 

The Company intends to partner with Gro-Well for the operation and/or sale of bags from the standard line 
described above. Gro-Well has been a customer of the Company since 2016 (and since 2013 with GEPAZ).  The 
Company has a standing annual purchase order from Gro-Well for bulk wood chips, which Gro-Well bags in its own 
bagging facilities. Under the arrangement currently under discussion with Gro-Well, Gro-Well would work with the 
Company to operate the standard bagging line at the Windfall Mill and the bags would be sold to Gro-Well’s 
customers, including Home Depot, Lowes, and Walmart, under a profit-sharing or fee arrangement to be determined.  

The Company also intends to partner with Equustock OPCO, LLC (“Equustock”) for the operation and/or 
sale of bags from the compressed bagging line described above.  Equustock has provided the Company with a letter 
of intent to purchase a significant portion of the overall amount of planer shavings the Company projects will be 
produced by the Windfall Mill.  See “Sales and Marketing Strategy” below.  In a non-binding letter of intent, 
Equustock has indicated willingness to finance the bagging line for the Company in exchange for being the Company’s 
customer for the product.  See “THE COMPANY – Letters of Intent” herein. 

Windfall Land Acquisition for Log Storage.  The Company intends to purchase with proceeds of the Series 
2022A Bonds a 50-acre parcel of land adjacent to the Bellemont property (the “Adjacent Land”). The primary purpose 
of the Adjacent Land would be to provide excess log storage capacity to enable the Company to build up a deck of 
logs in preparation for winter months when adverse weather events may prevent logging operations from time to time. 
The secondary purpose of the Adjacent Land would be the construction of a rail spur to service the Windfall Mill.  

The Adjacent Land owner and Just Right have executed a non-binding letter of intent for Just Right to 
purchase the Adjacent Land for approximately $2,000,000, or $40,000 per acre.  The Company intends to execute a 
purchase and sale agreement with the Adjacent Land owner following the issuance of the Series 2022 Bonds with an 
anticipation of closing on the Adjacent Land within approximately 90 days thereafter, subject to satisfaction of the 
conditions to disbursement set forth in the Indenture.  

If the Company does not purchase the Adjacent Land, it will continue with its current plan to use the Williams 
Property as winter log storage and to build the rail spur on the BNSF right of way. The advantage of purchasing the 
Adjacent Land is in reducing the overall cost of winter log decks, and in allowing the Company additional flexibility 
on the rail line as more than one spur could be accommodated.  The annual additional logistics costs that the Company 
would incur if the Adjacent Land is not acquired is estimated to be $349,965. This amount represents the approximate 
cost of hauling two months’ of winter logs (83,333 tons) to the Williams Property for storage, then reloading and 
transporting them to the Windfall Mill.  In addition to these handling costs, the Company would need additional trucks 
and personnel to manage log inventory. 

Rail Line. The Bellemont property borders the BNSF main rail line. BNSF has approved the construction of 
a rail spur to service the Windfall Mill, the cost of which will be financed with proceeds of the Series 2022A Bonds.  
The estimated construction timeline is six months, beginning within approximately 90 days after issuance of the Series 
2022 Bonds, subject to satisfaction of the conditions to disbursement set forth in the Indenture. A preliminary design 
of the rail spur has been completed by the Company and approved by BNSF, depicting a rail spur constructed on each 
of the Windfall Mill site and the Adjacent Land.  Final approval by BNSF will be based upon final engineering 
drawings, which are substantially final.  The Company has obtained a quote from Mountain States Rail to construct 
the rail spur at a cost of $2,964,098.  In addition, the Company has received quotes for certain related equipment, and 
is awaiting price quotes for earthworks and equipment that would be used to load residual products into rail cars.  In 
the meantime, the Company continues to transport its products by truck, which is generally a lower cost means of 
transportation for distances of up to approximately 500 miles.  The Company expects the rail line to provide 
opportunities to sell specific products to specific customers at greater distances for an additional margin.  See the 
BNSF Conceptual Drawing on the following page. 
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Estimated Use of Series 2022A Bond Proceeds at the Windfall Mill: Proceeds of the Series 2022A Bonds 
will finance the following at the Windfall Mill:  

Building Purchase $8,981,715.74(1) 

Equipment Purchase, Engineering and 
Installation 

$39,441,022 

Adjacent Property Acquisition and Rail Spur 
Construction 

$7,350,000 

Second EWP Line $3,455,000 

(1) Reflecting a cash payment of $9,000,000 plus real estate closing costs of $25,750 less credit for county taxes of 
$44,034.26. 

Further Upgrades to Lumberjack Mill 

The Lumberjack Mill historically has been configured to process large diameter logs efficiently.  
Consequently, small diameter logs have historically been processed inefficiently at the Lumberjack Mill.  In April 
2021 however, the Company implemented a TV6000 twin vertical bandsaw at the Lumberjack Mill, thereby enabling 
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the mill to efficiently breakdown large and small logs from the forest, whether large or small. If the Company increases 
throughput of the existing gang saw and adds a 3rd kiln, the Lumberjack Mill will be able to produce nearly 20 million 
board feet per 2,016 hour shift per year running at 75% uptime. The Company intends to run two shifts producing 
39,060,000 board feet of lumber per year.  

The current configuration of the gang outfeed constrains production forcing the sawmill to run the gang at 
50% of optimal speed. The Company has identified the minor modifications needed to the outfeed, which will allow 
the gang to produce double its existing capacity enabling the business to deliver the projected 19,530,000 board feet 
per shift per year.  

The Company will also add a Nyle package kiln to the site.  The two existing Lumberjack kilns are able to 
dry ~31 million board feet per year. As the Company intends to start a second shift at the Lumberjack Mill, which 
would increase annual lumber production at the facility to approximately 40 million board feet per year, a third kiln 
will need to be installed at Lumberjack.  A Nyle kiln with 85,000 board feet capacity per charge will be added to the 
site enabling the Company to dry an additional 9+ million board feet per year at the Lumberjack Mill. 

Use of Series 2022A Bond Proceeds: Proceeds of the Series 2022A Bonds will finance one new Nyle package 
kiln at the Lumberjack Mill: 

Lumberjack Equipment Purchase and Installation $1,250,000 

 
High Level Timeline for Manufacturing Facilities Expansion Plan Implementation 

The estimated implementation timeline for the Windfall Mill (see “Manufacturing Facilities Expansion 
Plan” above) is set forth below: 

February 2022 – Bond Close 

April 2022 – First Kilns Substantial Completion 

August 2022 – TV6000 Headrig #1 Substantial Completion 

September 2022 – Hurdle Mill Transition & Gang Saws Substantial Completion 

December 2022 – TV6000 Headrig #2 & Planer Mill Substantial Completion 

February 2023 – EWP Line #2 Substantial Completion 

April 2023 – Bull Edgers & Lumberjack Mill New Dry Kiln Substantial Completion 

May 2023 – Final Completion Certificate 

Residuals Processing Infrastructure 

In addition to building out its sawmills and re-manufacturing infrastructure, the Company will construct new 
facilities at the Windfall Mill to process residuals from the mill and slash from the forest. The Company expects to 
install this infrastructure prior to the substantial completion of the second EWP line at the Windfall Mill. 
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Forest Operations 

Operations in the forest require six core types of equipment, including: (1) feller-buncher; (2) skidder; (3) 
processor; (4) loader; (5) chipper; and (6) grinder.  Forest operations are managed in units, referred to as “Sides.”  
Each Side consists of a configuration of one feller-buncher, two skidders, one log loader, two processors, and partial 
utilization of a chipper and a grinder, each with its own loader.  A Side is conservatively able to harvest 2,000 acres 
per year, per shift of 10 hours per day operating 200 days per year.  The Company currently operates one Side in the 
forest in-house.  Two third party logging Sides (Fultz Contracting, LLC and Gibson & Son) are actively working on 
Company task orders, and the Company is currently negotiating contract terms with contractors to begin a fourth Side 
in the near future.  The four sides combined will give the Company an annual acreage thinning capacity of 8-10,000 
acres per year operating at 10 hours per day and 16-20,000 thinning capacity operating at 20 hours per day. 

The Company intends to increase its harvesting scale as the Windfall Mill’s manufacturing facilities become 
operational, which could require as many as nine Sides, each working as many as two shifts. The additional Sides will 
be added in-house and through third-party suppliers.  The Company’s proposed operations are large enough to attract 
logging contractors from different areas.  Currently, the Company has contractors coming to Arizona from 
Washington, Texas and Minnesota.  The operators themselves have scale and each contractor can expand their scale 
and add additional Sides as needed.  The Company’s contractors are experts and well–trained and are responsible for 
their own hiring and safety practices.  

In addition to the loggers already working for the Company, several other parties have expressed an interest 
in harvesting on behalf of the Company, including Tri-Star Logging, Inc. (“Tri-Star Logging”) with two Sides and 
Canyon Creek Logging, Inc. (“Canyon Creek”) with one Side.   

The Company will also consider using in-house contracting when the Company is able to build Sides that 
deliver logs at the same or lower costs than the contractors.  Internally, the Company has demonstrated a thorough 
understanding of residual processing in the forests and as such will continue to build that operational base. As noted 
in the IE Report, the Company has access to low-rate leases for forest harvesting equipment and rolling stock, which 
are commodity pieces of equipment readily available from a wide range of suppliers. 

Sales and Marketing Strategy 

The Company’s marketing strategy is to pre-sell large volumes of its products to customers in advance of 
developing its facilities, which eliminates significant marketing risks.  In some instances, this is done on a fixed price 
basis, such as through the sale of bagged planer shavings, or on a market basis where there is a common market index 
by which market price is largely fixed. This strategy allows the Company to focus on forest and production operations 
instead of managing direct sales.  

Sale of Lumber and Engineered Wood Products 

The Company’s lumber products are sold pursuant to a Purchase and Sale Agreement between NLFP and 
IFP (the “IFP Agreement”), that covers 100% of the lumber (including EWP and painted lumber) produced.  The IFP 
Agreement guarantees off-take for all of the Company’s lumber products, and is expected to provide 88% of the 
Company’s revenues when fully implemented.  IFP has been in business for more than 40 years and is the fifth largest 
exporter of forest products in the United States, exporting forest products to more than 90 countries. IFP has been 
purchasing lumber from the Company since 2016 (and since 2015 from GEPAZ).  The IFP Agreement requires IFP 
to purchase lumber produced by the Company at market prices, which are based on Random Lengths Publications, 
Inc., an industry publisher of lumber prices.  IFP pays 80% of the value of all lumber to the Company the week after 
it has been produced and pays the remaining balance the month after it has been shipped to end customers.  The 
Company pays a fee to IFP as a percentage of revenue, which replaces the need for the Company to hire sales and 
administrative staff to sell lumber in-house. The fee is calculated on a sliding scale; at the low end of production, the 
Company pays a 5% fee, and the fee declines as production increases. When the Company exceeds 150,000,000 board 
feet of production per year, the fee decreases to 3.75%.  The IFP Agreement is effective for 10 years (expiring January 
1, 2031), and will automatically renew for two subsequent five-year periods, unless either party gives the other party 
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written notice of its intention not renew at least six months prior to the expiration of the initial term or the then current 
renewal term.  See “MATERIAL AGREEMENTS – Lumber Purchase and Sale Agreement” herein. 

Sale of Residual Products 

The Company expects the residual products (wood chips, bark and sawdust) to be sold pursuant to standby 
purchase orders and/or contracts expected to be entered in accordance with letters of intent with identified purchasers 
described below.   See “THE COMPANY – Letters of Intent” herein.  The Company has a letter of intent from Gro-
Well to purchase 80,000 tons of wood chips and bark from the Company.  See “THE COMPANY – Letters of Intent” 
herein.  The Company has been delivering wood chips to Gro-Well since 2016 (and since 2014 via GEPAZ) and has 
an existing annual, renewable purchase order with the Company. Gro-Well has expressed interest in increasing 
purchases from the Company as the Company expands.  Gro-Well is the largest regional company in the southwestern 
United States for the bagging and distribution of lawn care products, distributing to Home Depot, Walmart, Lowes 
and others. 

The Company has a letter of intent to sell residual products to the Packaging Corporation of America 
(“PCA”).  See “THE COMPANY – Letters of Intent” herein.  PCA is one of the largest manufacturers of packaging 
products in the United States with annual revenues of $7 billion.  PCA has a cardboard manufacturing plant in Wallula, 
Washington which consumes 400,000 tons of wood chips and sawdust per year.  PCA does not have enough local 
supply for its large manufacturing facility and has indicated an interest in purchasing wood chips and sawdust from 
the Company. The Company has delivered a test load of wood chips to PCA by rail and verified the financial viability 
of hauling the product to Washington at the rates PCA proposed to pay.  The Company is in regular communication 
with PCA and understands PCA is still intent on purchasing product from the Company should it be available.  

The Company has an existing purchase order from Forest Energy, a pellet manufacturer, which is able to 
consume up to 80,000 tons annually of wood chips and sawdust.  See “MATERIAL AGREEMENTS – Purchase 
Order with Forest Energy” herein.  Forest Energy has been purchasing wood chips and sawdust from the Lumberjack 
Mill since 2011, and has continued since the Company acquired the Lumberjack Mill in 2016.  The Company also 
makes ad hoc sales to a number of customers ranging from playground wood chip manufacturers to bulk horse bedding 
customers.  

Compressed Bags of Planer Shavings 

Equustock has provided the Company a Letter of Intent to purchase 1.5 million bags of compressed planer 
shavings on an annual basis.  Equustock has verbally agreed to assist the Company in financing and installing its 
bagging equipment at the Windfall Mill and to train Company operators on its use. The verbal offer of assistance 
would be for Equustock to purchase and install the compression bagging line and to deduct the costs of so doing from 
payments which otherwise would be made by Equustock to the Company for bags of planer shavings coming off the 
compressed bagging line.  See “THE COMPANY – Letters of Intent” herein. 

Slash 

The Company has a letter of intent from Novo BioPower to annually purchase 300,000 tons of slash from 
the Company.  See “THE COMPANY – Letters of Intent” herein.  Novo BioPower is a 28-megawatt biomass power 
plant in Snowflake, Arizona. The Company has been delivering slash to Novo BioPower since 2016 (and since 2014 
via GEPAZ).  In addition, the Company has a letter of intent from a pellet manufacturer, backed by a letter of interest 
from Idemitsu, a $40 billion Japanese hydrocarbon business, to purchase 160,000 tons per year of slash for the 
manufacture of black pellets. The black pellets are a direct replacement for coal and would facilitate the conversion 
of coal plants to biomass fuel as part of climate change mitigation efforts. Idemitsu is seeking approximately 3,200,000 
tons of slash to produce 2,000,000 tons of black pellets as replacement fuel for the coal fired power plants it supplies.  
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Projected Hiring 

The Company is currently hiring labor staff and expects to hire additional managerial staff following the 
issuance of the Series 2022 Bonds.  The Company’s current and projected employee count at the Windfall Mill, the 
EWP line and the Lumberjack Mill are as follows: 

Windfall Mill: The Company currently employs 11 staff at the Windfall Mill, which is expected to increase 
to 76 by May 2022 and 98 by December 2022.  The Company expects to reach the maximum number of 132 employees 
by April 2023. 

EWP Line: The Company currently employs 17 staff at the EWP line, which is expected to increase to 44 by 
April 2022 and 88 by February 2023. 

Lumberjack Mill: The Company currently employs 56 staff at the Lumberjack Mill, which is expected to 
increase to 105 by April 2022. 

The Company’s Timber Supply Strategy 

The Company commissioned a report from Mountain Creek Group analyzing the fiber supply in Northern 
Arizona. The 3,500,000 acre study area included parts of five national forests and the 2,400,000 acres included in the 
4FRI.  The study confirmed that the study area produces, and will continue to produce, an abundance of wood fiber, 
growing at a rate that exceeds the Company’s planned harvest each year.  Even at the planned rate of harvest by the 
Company, the next 20 years will still see a net increase in total fiber volume in the study area. Coupled with the 
USFS’s intent to harvest and restore approximately 50,000 acres per year as described in the USFS 4FRI strategic 
plan, the Company is expected to have more than an adequate supply of fiber from the study area.  See “APPENDIX 
D – MOUNTAIN CREEK REPORT – (ANALYSIS OF FIBER SUPPLY IN NORTHERN ARIZONA).” 

The Company expects that the sources of timber available to it are more than sufficient to meet its 
manufacturing needs.  The Manufacturing Facilities Expansion Plan is designed to produce 39,968 board feet of 
lumber per hour of operation. The Company projects an efficiency yield of 240 board feet per ton of logs processed, 
requiring a supply of 190.625 tons of logs per hour. The USFS conservatively projects a supply of 25 tons of logs per 
acre as an average across the 4FRI operating area. The 25 tons of logs were based on timber cruises which are now 
years old and therefore understated as the trees continue to grow annually. For comparison, the Company has averaged 
34 tons of logs per acre on the 15,000 plus acres it has already harvested. Using 27 tons per acre, the Company would 
need 6.12 acres worth of logs for each hour of operation. If the Company were to run 4,032 hours per year across all 
facilities, this would mean the Company would require approximately 24,691 acres per year.  The Company believes 
it is well positioned to access this fiber supply as the only mill operator with drying and planning capability in the 
4FRI operating area. 

Initially, the Company will continue drawing feedstock from the Phase I USFS Contract (up to 26,000 acres 
annually), with approximately 47,744 acres under existing task orders.  The Company also intends to draw feedstock 
from the following sources:  USFS timber sales of federal forestland (up to 50,000 acres annually), White Mountain 
Apache Tribal lands (up to 9,333 acres annually, based on a 75-year rotation), Camp Navajo forestland (up to 1,000 
acres annually), and forestlands managed by the State of Arizona (up to 6,000 acres annually).  No contracts or 
commitments exist with regard to these sources of fiber for the Company. 
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Phase I USFS Contract 

The Phase I USFS Contract requires the Company, through GEPAZ, to thin a minimum of 15,000 acres 
during its term, and allows the Company to thin a maximum of 300,000 acres.  The USFS issues task orders to the 
Company which define the areas to be thinned.  Each task order covers approximately 1,000-5,000 acres, and requires 
that the task order be completed generally within 2-3 years, with allowances for stoppage time due to environmental 
conditions and other factors.   

The Company and its predecessor under the Phase I USFS Contract have thinned approximately 15,100 acres 
between 2012 to present.  The Company currently has approximately 47,744 additional acres in task orders issued to 
the Company and available for thinning.  Of these 47,744 acres, approximately 8,831 acres are on task orders which 
have already been opened and work on harvesting has commenced, while approximately 38,913 acres are on task 
orders that the Company has not yet commenced and expects to thin after May 2022 and into 2024. 

The Company has a number of options available with respect to winding down the Phase I USFS Contract. 
First, it could return the acres to the USFS.  Second, it could complete acres between now and May 17, 2022, when 
the main Phase I USFS Contract expires in accordance with its terms.  In addition, task-orders commenced prior to 
the termination date are permitted to be completed, thereby potentially extending the contract an additional 2-3 years 
based on the scope of the order and when such order is issued.  See “MATERIAL AGREEMENTS” herein. 

Federal Forestland.  Following expiration of the Phase I USFS Contract, the Company anticipates acquiring 
fiber primarily from timber sales by the USFS.  Similar to task orders under the Phase I USFS Contract, the USFS 
releases parcels of timberland to the open market for bidders to purchase at auction.  USFS timber sales are 
substantively equivalent to task orders under the Phase I USFS Contract, except they are made available to the public 
by auction.   

Whether made available by task order under the Phase I USFS Contract or by timber sale, each acre of 4FRI-
area forestland has completed the same National Environmental Policy Act (NEPA) approval process to ensure 
sustainable forestry and environmental protections.  Before any treatments can occur, the USFS conducts an in-depth 
NEPA-guided analysis of the existing forest conditions, the desired conditions, and the potential effects (beneficial 
and adverse) of any proposed activities.  The USFS then prepares a specific prescription for how the timberland will 
be restored in accordance with the NEPA approval process.  Using silviculture, the USFS determines what the area 
should look like after restoration is complete, considering the appropriate amount of tree canopy to be retained and 
the impact on wildlife, among other factors.  The prescription will designate appropriate restrictions to protect wildlife, 
hauling and road maintenance requirements, slash removal or processing, and restrictions on maximum size of trees 
to be cut.  The USFS marks trees that are not to be cut with reflective red paint applied at breast height (so the forest 
operator can clearly see which trees are to be left alone) and at the base of the tree (so USFS inspectors can see whether 
any trees that were to be left alone were actually cut.  If the event a marked tree is mistakenly cut, the operator must 
stop and call the USFS.  If the USFS determines the violation to be flagrant, the violators can be fined and/or 
prosecuted.  Prior to commencing work on a task order or timber sale, the USFS staff meet with the contractor to 
review the terms of the prescription, discuss any changes, determine areas for timber processing and loading and the 
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location and design of temporary roads and related signage to and from the work areas.  The parties also agree on who 
will maintain the roads (usually shared evenly between the contractor and the USFS).  Measures to prevent forest fires 
are also established, including the availability of a water truck and requirement during high-risk times of the year for 
forest staff to stay on site for two hours after completion of work to ensure no sparks from equipment start a fire.  All 
logs harvested from a task order or timber sale is marked with a unique hammer mark to allow each log to be traced 
to the applicable task order or timber sale.  All harvested logs belong to the USFS until they are weighed at an approved 
weigh station.  Tickets with the weight of the logs from the approved station are kept as records by all parties and used 
to generate invoice for the fees payable to the USFS.  The USFS staff inspect to ensure that all protocols are established 
prior to work commencing, and regularly patrol restoration areas during and after completion of restoration to ensure 
all work is done in accordance with the prescriptions. 

Once the NEPA process is completed, the acres are available for the USFS to award either through task orders 
or timber sales.  The winning bidder of a timber sale executes a contract with the USFS that imposes the 4FRI 
requirements in the same way that task orders under the Phase I USFS Contract impose such requirements.  Once 
awarded, the winning bidder of a timber sale has up to ten years to complete the required restoration activity.  The 
Company intends to begin bidding on timber sales in order to secure additional acreage for restoration following 
expiration of the Phase I USFS Contract. 

The Company requested from the USFS the results of timber sales successfully sold in the years 2018, 2019 
and 2020 for each of the five forests in Northern Arizona, including sale volumes and final auction price.  The weighted 
average cost of timber was $4.40 per ton.  There were also a number of timber sales which received no bids due to the 
limited harvesting and manufacturing capacity in Arizona.  The Company also anticipates bidding on timber sales 
which would otherwise receive no bid, which would reduce the average timber sale price well below $4.40 per ton.  
To be conservative, the Company has modelled an acquisition price of $4.40 per ton of logs. 

The following table shows the 4FRI timber sales completed from 2018 through July 2021. 

 



 

30 

The Company believes it will be well-positioned to win auctioned timber sales from the USFS.  First, there 
is very little competition for timber sales in Arizona.  There are only three other sawmills in Arizona, none of which 
possess the scale of NLFR or have drying or planing capacity.  As per the stated procedures of the USFS as found in 
USFS publication FSM 400 – TIMBER MANAGEMENT Chapter 2430 – COMMERCIAL TIMBER SALES, the 
minimum bid for timber sales is to be assessed based on the higher of the minimum set national value or market value 
for the timber. If a bidder has drying and planing capability, the bidder is able to extract more value from the timber 
than another bidder that does not have drying and planing capacity because dried and planed lumber sells for higher 
margins than rough, green lumber that is not dried and planed. When the Company bids on timber sales, the USFS is 
expected to incorporate this fact in their assessment of the market value of the timber sale being auctioned and raise 
the minimum bid accordingly. While other bidders are not able to extract greater value from the timber, they would 
still be expected to pay the higher minimum bid price, which their lower margin product will often not support.  This 
will effectively price out of the market smaller bidders which do not have drying and planing capacity on many timber 
sales bid on by the Company.  See “THE INDUSTRY – Market Competition – Manufacturing Competitors” herein. 

The Company will seek to bid 75% of its required acreage within 60 miles of the Windfall Mill and 25% of 
its required acreage within 60 miles of the Lumberjack Mill, thereby matching the percentage of annual production 
capacity projected at the Windfall Mill (approximately 120 mmbf) and the Lumberjack Mill (approximately 40 mmbf) 
in those locations, respectively.  The vast majority of USFS NEPA-approved acres available for bid are in the 
Coconino and Kaibab National Forests near Bellemont, so the Company strategy meshes well with acreage availability 
by area.  The Bellemont area is also where Camp Navajo is located and where the State of Arizona generally has its 
timber sales.  Given the lack of competition, particularly in western Arizona, near Bellemont, the Company expects 
to be able to be selective about which timber sales it purchases in the area and expects to often be able to purchase 
timber at the minimum offer price as the only bidder. 

In a public meeting held on October 12, 2021, the USFS set out its strategy for restoring the forests of Arizona 
in the 4FRI operating area.  In this session, the USFS identified 881,000 acres of 4FRI timberland that it expects to 
make available for timber sales over the next 20 years, in addition to the approximately 47,744 acres under existing 
task orders with the Company under the Phase I USFS Contract.  On November 9, 2021, U.S. Senator Kyrsten Sinema 
of Arizona and the Chief of the USFS held a meeting in Flagstaff, Arizona with a select group of 4FRI stakeholders, 
including the Company.  In the meeting, the USFS confirmed their firm support of 4FRI, announced an allocation of 
approximately $60 million in funding to support 4FRI restoration efforts, stated their goal of supporting existing local 
industry players in the East and West of the 4FRI operating area, and correspondingly reiterated their intention to 
auction 881,000 acres as timber sales over 20 years.  

In subsequent conversations between the Company and the USFS held in Albuquerque, New Mexico on 
November 17, 2021, the USFS informed the Company it would make available for auction 18,500 acres for timber 
sales on the West Side in Fiscal Year 2022.  The USFS also confirmed its expectation to make available for auction 
approximately 19,000 acres per year on the West side thereafter, where the Company is expected to be the only 
significant bidder, which would be sufficient to supply the Windfall Mill’s feedstock needs.  The USFS also confirmed 
its expectation to make available for auction approximately 10,000 to 15,000 acres per year on the East side, which 
would be sufficient to supply feedstock to the Lumberjack Mill (needing approximately 6,000 acres) and the smaller 
lumber operations in that area. 

Finally, at the meeting with the Company on November 17, 2021, the USFS also stated that it is removing 
the Tusayan Ranger District (encompassing 36,000 acres), from the mechanical thinning program, concluding that the 
low amount of recoverable logs and high levels of biomass (slash) make the area uneconomical for harvesting 
operations. 

Other Forestland.  Whether or not the Company successfully bids at the USFS timber sales, the Company 
may also pursue additional fiber sources, including 700,000 acres of White Mountain Apache Tribal lands, 20,000 
acres of forestland located on the Camp Navajo base, and the forestlands managed by the State of Arizona. The table 
under the heading “The Company’s Timber Supply Strategy” above shows the expectation of 1,000 acres per year to 
be available from Camp Navajo, 6,000 acres per year from the State of Arizona, and 9,333 acres per year from the 
White Mountain Apache. In the latter case, this is based on a 75-year rotation.  Note, in all of these cases, the Company 
would not have to manage slash removal.  While sales from local governments, tribal lands or private lands have 
historically been minimal due to the lack of logging industry in Arizona, those lands offer additional opportunity for 
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log purchases and they contain significant acreage that also needs to be thinned.  The Company has not bid on timber 
sales from these sources in the past as it has sourced its fiber from the USFS under the Phase I USFS Contract and 
certain other logging companies described under “MATERIAL AGREEMENTS” herein.   

See “APPENDIX D—MOUNTAIN CREEK REPORT – (ANALYSIS OF FIBER SUPPLY IN NORTHERN 
ARIZONA).”  See also “BONDHOLDERS’ RISKS – Feedstock Availability Risk.” 

Potential Phase II USFS Contract 

On September 14, 2021, the USFS cancelled its solicitation for a Phase II contract (a “Phase II USFS 
Contract”) that was proposed to provide one or more bidders the right to harvest some portion of the approximately 
50,000 acres available annually over a period of 20 years.  At the same time, the USFS stated its support for the 4FRI 
program and its intent to request proposals for a Phase II Contract or other options as soon as possible.  In a public 
meeting held on October 12, 2021, the USFS stated that it is considering making 250,000 acres available over a 20-
year period as part of a new Phase II USFS Contract request for proposals.  In the subsequent conversations between 
the Company and the USFS held in Albuquerque, New Mexico on November 17, 2021, the USFS stated that this 
process, if it proceeds, would not begin until late in the third quarter of 2022 at the earliest.  The Company participated 
in the bidding process for the Phase II USFS Contract and, if the USFS solicits bids for a potential Phase II USFS 
Contract in the future, the Company would expect to participate.  The Company believes it would be well-positioned 
to win a portion of a potential Phase II USFS Contract for the same reasons it believes it is well-positioned to win 
auctioned timber sales, described above. 

In the past, the USFS evaluated bids based on price, technical approach, business model, past performance, 
and whether the provider is considered a small business.  The Company would expect to bid a competitive price 
because its expanded operations will enable it to immediately begin harvesting and processing lumber efficiently.  The 
Company’s technical approach and business model are highlighted by the Windfall Mill and the EWP line.  Although 
the Company’s past performance resulted in a relatively low acreage thinned, the costs of thinning greater acreage 
would have resulted in greater losses to the Company.  The Company’s recent experience thinning the targeted areas, 
and increased knowledge regarding the type and quality of the available lumber and slash, coupled with the 
development of the Windfall Mill and the EWP line (which can efficiently process the type of lumber that will be 
harvested under a Phase II USFS Contract) should permit the Company to profitably harvest greater acreage. 

The Company has no significant competitors within the State of Arizona, and the only other operators in the 
State capable to bid for a Phase II USFS Contract, Tri-Star Logging and Novo Star Wood Products, LLC (“Novo 
Star”), which are under common ownership, partnered with the Company on its bid in the recently cancelled 
solicitation process.  The USFS recommended partnerships between bidders, and the scoring criteria specifically gave 
a higher value to bids involving local industry partnerships such as the Company’s.  Furthermore, any new industry 
entrants competing for a Phase II USFS Contract would face barriers to entry, including the need to build new 
processing facilities, which requires significant investment and time.  There can be no assurance that the Company, 
Tri-Star Logging and/or Novo Star will choose to partner with each other in a bid for a Phase II USFS Contract in the 
future. 

Letters of Intent 

Several current and potential customers submitted non-binding Letters of Intent and non-binding Letters of 
Support (collectively, the “LOIs”) to the Company as part of the Company’s bid for the recently cancelled Phase II 
USFS Contract.  These LOIs relate specifically to maximizing the value of wood residuals that are the byproduct of 
restoration work.  There can be no assurance that all, or any, of the LOIs will result in contracts executed with the 
Company. There are, however, numerous other outlets for wood fiber, ranging from chip bagging companies to paper 
manufacturing plants in the United States and Mexico.  Should an insufficient number of LOIs be converted into 
contracts, the Company intends to sell residual products to any number of these other purchasers.  The following table 
describes the LOI parties and the support offered. 
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LOI Party Business Type Support Term 

Novo BioPower Renewable energy company 
and largest consumer of forest 
product residuals in the State of 
Arizona. 

Consumes 300,000 green tons of 
slash and/or wood chips annually; 
anticipates procuring majority of its 
fiber from NLFP and Novo Star. 

Anticipates long-
term basis if the 
power purchase 
agreements it 
currently has are 
extended beyond 
2023. 

Gro-Well Brands Largest company in Southwest 
United States specializing in 
production and marketing of 
natural lawn and garden 
products; the region’s largest 
wood and food waste recycler. 

Anticipates purchasing 80,000 green 
tons of product from NLFP. 

Generally 
executes 
purchase orders 
for product 
deliveries for up 
to a year at a 
time. 

Packaging 
Corporation of 

America 

Global corrugated and 
container board producer. 

Consumes roughly 400,000 bone dry 
tons of softwood chips annually.  
Considering purchasing wood chips 
from NLFP.  Has conducted a test 
railcar of wood chips with NLFP and 
has found their product to be 
acceptable for the production of PCA 
products. 

N/A 

HM3 Energy, Inc. Converts forest waste and mill 
residues into carbon neutral 
bio-coal.  Researching biomass 
availability and shipping 
logistics to locate a 50,000 
metric ton per year bio-coal 
plant in Northern Arizona that 
could later be expanded to 
100,000 metric tons. 

Intends to purchase a minimum of 
160,000 green tons annually of 
residual products form NLFP at a 
price of $27 per green ton of product 
delivered to the future manufacturing 
location. 

20 years. 

Pioneer 
Landscape 

Centers 

Wholesale distributer of 
residual mill products. 

Plans on initially purchasing 1,000 
tons of bark and 1,000 tons of wood 
chips, which is expecterd to grow at a 
rate of 1,000 tons annually for both 
products 

N/A 

Central Valley 
AG Grinding 

Specializes in bulk material 
movement nationally and 
internationally; provides 
infrastructure and systems for 
moving biomass chips. 

CVAG to provide infrastructure and 
systems for moving biomass chips 
from Northern Arizona to the end 
markets.  The Port of Stockton 
facility is fully equipped and 
permitted for loading biomass onto 
bulk vessels for export. 

N/A 

Genahol 
Companies 

Finalizing funding of three new 
projects that will convert wood 
fiber into activated carbon and 
low sulfur marine and aviation 

Purchase residual saw mill wood 
waste and forest wood waste for use 
in new facility being developed in 
Snowflake, Arizona (beginning with 

20 years 
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fuels. 200 tons per day and expected to 
increase daily feed stock tonnage 
over a two year period to 600 tons 
per day).  Starting rate of $27.50 per 
ton, subject to escalation. 

Equustock Develops, manufactures and 
markets wood-based absorbent 
products. 

Intends to pursue a 
manufacturing/marketing partnership 
with NLFP to finance the equipment 
needed for a processing and bagging 
facility at Windfall Mill to process 
and package Equustock’s finished 
goods.  Equustock intends to fund the 
compression bagging line equipment 
and installation; NLFP intends to 
repay by providing Equustock a 
discount on a per bag basis 

N/A 

 

THE INDUSTRY 

The Forestry Management and Forest Products Industry 

Arizona has the largest contiguous ponderosa pine forest in the United States 
with over 2,400,000 acres. The current overgrown condition of Arizona’s forests has led 
to catastrophic wildfires which have burned over a million acres of forests, caused 
property damage, and led to the deaths of firefighters.  In response, the USFS has 
undertaken the 4FRI, which is the largest landscape-scale forest restoration project in the 
United States. The project is designed to restore 2,400,000 acres of forests to a more 
sustainable state over a 30 plus year period, which in turn is expected to mitigate the risk 
of wildfires in the region, protect the quality and flow of water in the region, restore and 
protect forest ecosystems, and drive regional economic development.  The 4FRI model is 
a conscious collaboration between environmental groups, the government and industry to restore forests to their 
original state.  

Alongside the USFS, the 4FRI has been driven by a large group of stakeholders representing governmental, 
environmental, educational, industry and community interests. Known as the 4FRI Stakeholders Group, it was 
consulted on the 4FRI project and continues to work collaboratively with the USFS through the program’s 
implementation.  The stakeholder group actively monitors progress on the overall restoration program to help ensure 
the goals of the project are met. The 4FRI Stakeholders Group includes: (1) NFLR; (2) The Grand Canyon Trust; (3) 
The Ecological Restoration Institute; (4) The Centre for Biological Diversity; (5) Municipal Governments; (6) County 
Governments; (7) State Governments; (8) Industry groups; (8) The Nature Conservancy, and (9) Communities. The 
4FRI Stakeholders Group meets on a monthly basis to discuss the progress of and other topics around the 4FRI project. 
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The 4FRI Boundary Map  

GPR Mill in Williams, AZ 

Windfall Mill in Bellemont, AZ 

Lumberjack Mill in Heber, AZ 

 
The 4FRI strategic plan published by the USFS and U.S. Department of Agriculture addresses the availability 

of timber for processing in Arizona, which supports the Company’s business plan. One of the stated goals of 4FRI is 
to “facilitate the development of sustainable forest restoration industries,” in order to increase mechanical thinning to 
a rate of approximately 50,000 acres per year to achieve restoration goals.  Doing so will require appropriately scaled 
businesses to harvest, process and sell wood products, creating a variety of jobs in northern Arizona.  The USFS states 
that currently there are approximately 537,000 acres approved for mechanical thinning that are not yet under contract. 
Therefore, over and above the 300,000 acres under the Phase I USFS Contract, the USFS has another 537,000 acres 
already approved for mechanical thinning. 

Historical and Projected Market Prices for Lumber  

The following two charts from the FEA Report depict the historical prices of kiln-dried Ponderosa Pine 
produced by California mills from 2006-2020, and the projected prices from 2021-2035.  The historical prices below 
are used in Scenario 2 of the Financial Model.  See “PROJECTED FINANCIAL INFORMATION” and APPENDIX 
K – FINANCIAL MODEL.  The weighted average prices for each historical and projected year can be found in the 
FEA Report attached hereto as APPENDIX E. 
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Nominal Lumber Prices, $/MBF
Ponderosa Pine, Kiln Dried, California Mills

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
C&Btr

1x4 1,447       1,450       1,450       1,450       1,313       1,525       1,561       1,359       1,610       1,700       1,700       1,720       2,029       1,748       1,509       

1x6 1,685       1,980       2,075       1,853       1,191       1,421       1,502       1,469       1,782       1,900       1,900       1,920       2,319       1,819       1,759       

1x8 1,724       1,890       1,952       1,732       1,161       1,372       1,499       1,477       1,662       1,800       1,800       1,820       2,219       1,729       1,727       

1x10 1,424       1,558       1,700       1,539       1,142       1,459       1,460       1,230       1,556       1,700       1,700       1,720       1,959       1,572       1,638       

1x12 1,876       2,025       2,052       1,909       1,321       1,530       1,581       1,353       1,739       1,900       1,900       1,920       2,490       1,954       1,873       

D 

1x4 732           748           748           700           700           756           775           798           886           900           900           913           1,100       1,056       1,063       

1x6 1,133       1,076       998           910           806           875           900           909           997           1,050       1,050       1,063       1,298       1,256       1,252       

1x8 932           917           898           810           799           875           900           909           997           1,050       1,050       1,063       1,298       1,256       1,241       

1x10 1,032       1,009       948           860           817           870           900           909           997           1,050       1,050       1,062       1,200       1,200       1,241       

1x12 1,705       1,709       1,562       1,504       1,159       1,148       1,200       1,172       1,190       1,300       1,300       1,313       1,500       1,500       1,516       

#2&Btr

1x4 523           558           454           408           408           453           477           533           622           579           545           541           555           555           731           

1x6 502           537           413           431           465           470           490           555           656           583           647           586           608           683           755           

1x8 497           525           421           407           496           484           486           528           609           566           572           615           602           578           667           

1x10 580           472           446           373           487           461           462           576           626           570           507           564           568           544           627           

1x12 671           680           446           520           619           587           552           631           717           656           595           598           631           712           744           

#3

1x4 343           282           277           248           321           336           324           424           418           383           353           446           477           462           474           

1x6 326           282           268           256           360           339           369           435           430           368           361           444           461           424           512           

1x8 322           275           271           257           371           344           360           427           435           371           345           427           477           420           442           

1x10 381           284           280           265           410           381           403           471           531           428           315           479           512           418           489           

1x12 400           299           293           310           445           426           395           496           557           448           333           494           504           431           592           

#4

1x4 262           208           217           162           250           272           241           343           329           265           212           339           409           388           342           

1x6 262           195           215           177           279           286           268           363           361           241           203           340           360           280           308           

1x8 262           189           190           175           279           286           255           363           356           224           193           323           372           313           312           

1x10 262           192           190           176           284           289           271           368           360           242           193           322           373           308           309           

1x12 281           197           196           179           302           302           278           369           368           243           200           337           380           290           321           
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As noted in the FEA Report, the upward trend in single family home construction, driven by demographic 
and market changes, is one factor expected to increase the demand for lumber in the next few years.  The following 
charts detail the increasing trends in new home sales and housing starts, decreasing inventory of existing homes, and 
the recent deficit of single-family home construction. 

 

[Remainder of page intentionally left blank.] 

 



 

37 

 

Each of the Company’s Mills is expected to produce a different mix of the lumber sizes and grades.  The 
following table presents the expected lumber mix for use in each Mill, which the Company used in projecting the 
Financial Model. 
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The following chart shows the historic and projected lumber prices based on planned production output, 
weighted by the expected lumber mix for use in each Mill, including average prices projected by FEA and the stress 
cases projected in Scenario 2 and Scenario 3 of the Financial Model. 

 

Market Competition 

Logging on national forest land was banned in Arizona in 1995. Because national forests comprise the vast 
majority of forestland in the state, the local timber products industry deteriorated significantly due to this ban. Lumber 
mills were closed, loggers left the state, and hauling companies shed forest-specific infrastructure such as chip vans 
and log trailers.  As a result, once the Company assumed the Phase I USFS Contract, it inherited a number of challenges 
in starting operations. There were no significant industry players to outsource work to, no mills to sell logs to, and 
limited trucking capacity available to haul forest products.  At the same time, however, after successfully building its 
own infrastructure and markets, the Company benefitted from an immense supply of wood fiber with scant local 
competition.  Today, the Company is the only private sector company in Arizona with a vertically integrated supply 
chain, which includes harvesting, hauling, primary breakdown, drying and surfacing capacity.  Currently, while local 
competitors do exist, none have the capacity to compete with the Company at scale.  At full scale (160 mmbf per 
year), the Company expects to account for approximately 88% of Arizona’s lumber production.  See “Competitive 
Advantages” below. 

Manufacturing Competitors 

Reidhead Brothers Lumber Mills is a small facility with only 6,000,000 board feet of production capacity per 
year, and is located on the far eastern boundary of Arizona making it impractical and unprofitable to process logs from 
the 4FRI harvest areas. 

Novo Star Wood Products is capable of processing up to 25,000,000 board feet of rough, green lumber each 
year per shift. The company operates one shift or less as the market does not sustain such high quantities of rough, 
green lumber while maintaining a reasonable price.  Novo Star has not implemented kilns or a planer mill to process 
its own rough lumber. Novo Star is an affiliate of Tri-Star Logging and partnered with NLFR on NLFR’s prior bid for 
a Phase II USFS Contract. 

Joe Dirt is a small-scale facility/mini-mill, which is a shipping container converted into a miniature sawmill. 
The facility has several limitations including handling only short logs which must be perfectly straight for processing. 
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The facility cannot produce any appreciable amount of lumber. Joe Dirt supplies logs to the Company through an 
affiliate Pine Line. 

WMATCO, LLC is a tribal mill doing business as White Mountain Apache Timber Company that processes 
logs harvested from Apache tribal land. The Apache tribes own 700,000 acres and do not compete with the Company 
for wood fiber. 

Loggers 

Tri-Star Logging is the largest competitor of the Company in Arizona, operating two logging Sides.  As stated 
above, the Company partnered with Tri-Star Logging in connection with its prior Phase II USFS Contract bid proposal. 
Tri-Star Logging currently supplies logs to the Company.  

Canyon Creek Logging operates one logging Side and supplies logs to the Company. 

Perkins Timber Harvesting operates one logging Side, working predominantly on Arizona State forestland. 
Perkins supplies logs to the Company.   

Mike Holl operates one logging Side, working predominantly for the WMATCO, LLC tribal mill. He is the 
brother of Tommy Holl, who owns Canyon Creek noted above.  

Bob Lee & Sons operates one logging Side, and supplies the Company. 

Residuals Processing 

Gro-Well is the largest regional producer of bagged wood chips and bagged bark products and partners with 
the Company.   

Scott’s Miracle Gro is a national company with facilities to bag wood chips and bark in Phoenix.   

Novo BioPower is the only biomass-to-energy facility in Arizona. 

In addition to being the dominant player in Arizona, the Company is working with most of the named 
competitors in an effort to support local industry. The Company currently supplies residual products to Gro-Well and 
Novo BioPower. The Company purchases logs from Tri-Star Logging, Canyon Creek, Perkins Timber Harvesting, 
Joe Dirt (via Pine Line) and Bob Lee & Sons. The Company expects to negotiate an investment agreement with Tri-
Star Logging/Novo Star by which the Company would provide capital to upgrade the Novo Star sawmill in exchange 
for an ownership position and rights to purchase product from Novo Star to process in the EWP line.  Any such 
investment would be made solely from Revenues released to the Company from the Surplus Fund.  Overall, the 
Company has created an environment of “cooperative competition,” enabling the Company and other local industry 
players to increase the combined capacity to thin the forests of Arizona. 

Competitive Advantages  

The Company has a number of competitive advantages over local and regional competitors.  At the local 
level, the Company is the only company that has kiln drying and planing capacity, providing the Company a significant 
edge on product pricing and margin generation. This also gives the Company a competitive advantage in bidding for 
timber sales. As noted above, the stated procedures of the USFS as found in USFS publication FSM 400 – TIMBER 
MANAGEMENT Chapter 2430 – COMMERCIAL TIMBER SALES, require the minimum bid for timber sales to be 
assessed based on the higher of the minimum set national value or the market value for the timber. If a bidder has 
drying and planing capability, the bidder is able to extract more value from the timber than another bidder that does 
not have drying and planing capacity because dried and planed lumber sells for higher margins than rough, green 
lumber that is not dried and planed. When the Company bids on timber sales, the USFS is expected to incorporate this 
fact in their assessment of the market value of the timber sale being auctioned and raise the minimum bid accordingly. 
While other bidders are not able to extract greater value from the timber, they would still be expected to pay the higher 
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minimum bid price, which their lower margin product will often not support.  This will effectively price out of the 
market smaller bidders which do not have drying and planing capacity on many timber sales bid on by the Company. 
In addition, once the Windfall Mill facility is completed, the Company will be the only company in Arizona with 
large-scale manufacturing facilities capable of generating economies of scale and specifically designed to extract value 
from smaller logs of lower quality. 

With access to the ponderosa pine forest closest to markets in the Southwest, Texas, Southern California, the 
Southeast and Mexico, the Company has a significant freight cost advantage over its competitors.  Southern California 
is a very large consumer of decorative mulch and bark, which utilize wood byproducts generated by the Company’s 
sawmills, creating a profitable avenue for residual products relative to competitors who must burn it as waste.  Product 
shipping is managed by IFP, one of the top ten exporters in the United States with operations in over 100 countries. 
IFP is able to attain significantly reduced freight rates from national carriers, giving the Company a pricing advantage 
based on its lower delivered cost. 

As a result of Phase I USFS Contract, the Company’s cost of raw material is extremely low relative to national 
competitors. The Company pays the USFS on average $0.92 per ton for wood fiber it extracts from the forest 
(compared to $15 to $20 per ton for standing ponderosa pine fiber paid by national competitors).  While the Financial 
Model assumes the more conservative $4.40 per ton fee, the Company will be able to obtain lumber for approximately 
$1 per ton under task orders already issued under the Phase I USFS Contract.  The Company’s low costs provide an 
opportunity to generate relatively high returns compared to the rest of the national industry. 

MANAGEMENT DISCUSSION AND ANALYSIS OF  
FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

The following discussion and analysis provide information that Management believes is relevant to the 
assessment and understanding of the Company’s financial results. This discussion relating to the fiscal period ended 
December 31, 2020 should be read in conjunction with the audited balance sheet as of December 31, 2020 and 
accompanying notes. 

Discussion of Fiscal Year 2020 

The Company ended 2020 on a strong trajectory, making major advances across operations, infrastructure 
development and financing. While the pandemic shutdown disrupted the Company’s plans in the first half of the 
year, the Pandemic also created positive momentum in the booming lumber industry that helped to propel the 
Company forward in the second half of the year.  The Company took a significant leap forward in Q4 2020 by leasing 
the Windfall Mill, which eliminated the need for greenfield construction of the building structures for the Windfall 
Mill.  The strategy allowed the Company to avoid estimated greenfield construction costs in excess of $30.0 million 
and eliminated 24-36 months of facility construction time.  Just Right will acquire the Windfall Mill from Windfall 
Asset Co., LLC, an affiliate of Lateral (“Windfall Asset”), on the date of issuance of the Series 2022 Bonds.   

CEO Ted Dergousoff, who joined the Company in November 2019, reevaluated the Company’s cost 
structure while the Lumberjack Mill and GPR Mill were temporarily shuttered during the initial months of the 
Pandemic. During that temporary shutdown, the Company refurbished the Lumberjack Mill and upgraded its dry 
kilns.  The Lumberjack Mill upgrades increased its production capacity to 64,000 board feet per shift up from 45,000 
board feet per shift.  Management originally projected the mill to reach full capacity by October 2020, but the ramp 
has been slower than expected. During the temporary Pandemic shutdown, the Company laid off 90% of its mill 
workforce, and when the Lumberjack Mill was restarted, many of the new hires required training. The Lumberjack 
Mill started in mid-July at an average of 30,000 board feet per shift and slowly increased such that by 2020 year end 
it produced 64,000 board feet per 10-hour shift, 80% of total capacity. The Company appointed a new mill manager 
in October 2020 and operations have continued to improve since that time. 

The upgrades to the Lumberjack Mill increased the total production. The kiln upgrades improved the grade 
of the finished product, increasing the average sale price. The Company produces mainly 3 and 4 Common lumber, 
although the Company seeks to maximize 3 Common lumber because it has a higher sales value.  In the current 
market, 3 Common can sell for $1,150/MBF and 4 Common can sell for $920/MBF. 
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In addition to the Lumberjack Mill continuous improvement, management advanced plans for the Windfall 
Mill starting with the installation of a new EWP line which will now increase the quality of finished lumber it produces. 
The Company will increase its average selling price for low-grade fiber 3x-5x which in turn would result in an overall 
net average price increase of 22%-35% across all of the lumber products sold by the Company. See “THE COMPANY 
- “Manufacturing Facilities Expansion Plan - Full Development of Windfall Mill.”  Management expects 30% of 
lumber processed at the Lumberjack Mill and 15% of lumber processed at the Windfall Mill will go through the EWP 
line.  

In Q2 2020, the Company converted the GPR Mill to cut only 2-sided cants which caused the GPR Mill to 
triple production.  All of the GPR Mill’s output has subsequently been sent to the Lumberjack Mill for further 
processing, which maximizes value.  The GPR Mill now has a positive operating margin. 

Discussion of Fiscal Quarters Ended March 31, 2021, June 30, 2021 and September 30, 2021 

Notwithstanding the COVID-19 pandemic during 2020, the Company has seen significant improvement in 
gross profit margins in the first two quarters of 2021.  This is in large part due to improvements in operational 
efficiency brought on by the new Chief Executive Officer and Chief Financial Officer/Chief Operating Officer.   

Net losses in 2021 have been impacted by two primary factors affecting production volumes: 

• Log Supply: Due to the operational shutdown from COVID-19 in 2020, USFS suspension of 
operations due to forest fires in the second quarter, forest access suspension due to the monsoon 
season, and a reliance on third party log purchases, it has been difficult to accumulate a log inventory 
to enable consistent operations.  The Company has subsequently ramped up harvesting operations 
on Phase I USFS Contract task orders building up inhouse log supply capacity. The Company now 
has three sides operating on Phase I USFS Contract task orders and a fourth side preparing to 
mobilize. The four sides combined have a forest restoration capacity of 8-10,000 acres per year. 
This will enable NLFP to supply increased volume of logs to its conversion facilities without relying 
on third party logging companies. 

• Labor and operating expenses for the EWP line during installation increased overall costs through 
the third quarter of 2021 and should be offset in the fourth quarter as operations commenced in 
September. 

The EWP line continued to be installed during the second quarter and was subsequently completed in the 
third quarter of 2021. In September of 2021 the EWP line was fully operational.   

Property, Plant and Equipment increased by $2.2 million in the second quarter of 2021, due mainly to the 
purchase and installation of the EWP line. 

NLFR uses accrual-based accounting practices consistent with GAAP.  NFLR uses straight-line depreciation 
for buildings and equipment. 

NLFP harvesting operations resumed during the first quarter with one operating Side being activated. 
Negotiations have taken place with harvesting contractors and two additional contractors (Fultz Contracting, LLC and 
Gibson & Son) are now contracted with NLFP to harvest and deliver logs and slash from the Phase I USFS Contract 
task orders.  A fourth Side commenced operations in November 2021. The combined restoration capacity of 8,000-
10,000 acres per year of the four Sides will increase available logs for the Company’s sawmills in the fourth quarter. 

See “APPENDIX B-2—COMPANY UNAUDITED CONDENSED FINANCIAL STATEMENTS AS OF 
AND FOR THE QUARTERS ENDED MARCH 31, 2021, JUNE 30, 2021 AND SEPTEMBER 30, 2021” herein.  
The unaudited condensed financial statements are prepared by management of the Company in accordance with GAAP 
for interim financial information.  Accordingly, the quarterly financial statements attached as APPENDIX B-2 do not 
include all of the information and footnotes required by GAAP for annual financial statements.  All adjustments 
necessary for a fair presentation have been included.  All such adjustments are considered to be of a normal and 
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recurring nature.  Operating results for the nine months ended September 30, 2021 are not necessarily indicative of 
the results that may be expected for the entire year ending December 31, 2021. 

Results of Operations 

2020 Financial Performance 

In 2020, the Company reduced losses from $11 million per year in 2017-2019 to $7 million, despite not 
operating the Lumberjack Mill for half of the year while still incurring fixed costs. The losses would have narrowed 
further if the Company’s plans had not been slowed down by the Pandemic shutdown. The comparison of the second 
half of 2020 results relative to the second half of 2019 demonstrate the results of the steps taken by the new 
management team, including the following: 

• The combined revenues of the Lumberjack Mill and GPR Mill increased by 13.5%, in the first half of 2020, 
growing from $1.68 million to $1.91 million, despite the need to train a new crew and the ramp-up time 
required in restarting operations after the COVID shutdown and mill upgrade. 

• The combined losses of the core operations of the business – forestry, hauling, the GPR Mill and the 
Lumberjack Mill – declined from a loss of $3.97 million in the second half of 2019 to a loss of $821,000 in 
the second half of 2020.  

There are three significant factors which contributed to the improved financial performance.  First, the 2020 
loss of $821,000 included $477,685 of losses from the GPR Mill, which were a result of having to haul two-sided 
cants from Williams to the Lumberjack Mill for further processing.  This portion of the loss will be eliminated going 
forward now that the Company has installed a TV6000 small log processing line at the Lumberjack Mill.  Second, the 
Lumberjack Mill, on a standalone basis, generated a loss of only $29,271.  Given a full year of operations, running 
with a trained crew and with the new TV6000 in place, the Lumberjack Mill is expected to generate positive gross 
profit, even without the EWP line increasing average product sales price. Finally, the largest reduction in loss resulted 
from halting forest operations. The Company purchased only the logs it needed from efficient operators, whereas in 
prior years, the Company dealt with inefficient out-of-state operators or oversized harvesting operations relative to 
the Company’s manufacturing capacity. The Company has established efficient forest operations that fit the 
Company’s expanding capacity, which will be scaled-up through a combination of in-house capacity guided by Mr. 
Stedeford, along with sub-contracting and spot purchases.  

The increase in non-core business operating losses of $2.5 million during the second half of 2020 period was 
an increase over the second half of 2019 by $1.4 million.  Much of this increase was non-recurring because of the new 
Windfall Mill operating expense resulting from the Company’s lease payments for the Windfall Mill facilities which 
will be eliminated when the building is owned by Just Right.  See “PLAN OF FINANCE – Windfall Mill & Property 
Purchase” herein.  The remainder was from one-off inventory and expense adjustments in the second half of 2020.  

See “APPENDIX B-1—COMPANY AUDITED BALANCE SHEET AS OF AND FOR THE YEAR ENDED 
DECEMBER 31, 2020” herein. 

The Company generated ($24.3) million in operating cash flow and invested $1.5 million in capital 
expenditures as NLFR continued building the infrastructure to support a larger business at scale.  The Company 
obtained $2.0 million in equipment leases and Lateral invested $24.6 million to bolster working capital and capital 
expenditures.  NLFR ended 2020 with total assets of $25.3 million, including $0.2 million of cash, and total liabilities 
of $89.3 million, including $3.4 million in equipment loans and $78.2 million of loans from Lateral. 

Discussion of Subsequent Performance 

The Company has installed an MR5000 gang saw at the Windfall Mill.  The EWP line is processing the #4 
and #5 common grade lumber produced in the Lumberjack Mill into higher grade products selling approximately 
$1,500 per thousand board feet.  The performance of the EWP line is expected to enable the Company to achieve a 
positive gross profit for 2021.  However, the Company does not expect to be cash flow positive until the twelve kilns, 
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the parts of which are beginning to arrive, are operational at the Windfall Mill.  Until that time, larger logs cut on the 
West Side of the 4FRI operating area will continue to be hauled 150 miles to the Lumberjack Mill for breakdown, 
drying and planing, and smaller logs will continue to be hauled to the GPR Mill for initial breakdown and then hauled 
160 miles to Lumberjack for secondary breakdown, drying and planing. The extra hauling and handling costs will 
continue to prevent the Company from becoming cash flow positive until the kilns at the Windfall Mill become 
operational and eliminate the 150-160 mile hauling distance. 

The Company currently estimates 2021 revenues at $6.7 million, and the cost of goods sold at $6.5 million, 
with an expected modest gross profit. The Company also estimates 2021 operating expenses of approximately $4.9 
million and EBITDA of approximately ($4.7 million).   

The first EWP line is in the ramp-up phase, eliminating bottlenecks and optimizing machine centers.  The 
Company continues to align the input material being sent from the Lumberjack Mill to the EWP line to ensure the 
most efficient, effective, and profitable conversion.  The Company has been successful in hiring and training staff to 
operate the EWP line.  The Company has been building up inventory while working on machine production efficiency 
and adding additional pieces of equipment for value-added products such as the moulder and paint line.  The two chop 
saws, the finger-jointer and the edge-gluer are working well.  Depending on the quality requirements and surface 
finish, the moulder operates at its stated maximum of 300 lineal feet per minute.  The paint line was commissioned at 
the end of January 2022.  For recovery gains, productivity, and flexibility purposes, the edge-gluer has been linked to 
the downstream machine centers, allowing four staff to be deployed in other parts of the plant. 

Material Weaknesses Identified by Auditor 

During the course of its audit of the Company’s balance sheet for the fiscal year ended December 31, 2020, 
Moss Adams LLP, advised the Company that it should establish formal policies and controls surrounding a system of 
consistent monthly reconciliations and formal closing procedures, with secondary review.  Moss Adams LLP also 
advised the Company of a lack of segregation of duties over internal controls over financial reporting, with many 
general journal entries lacking proper approval by a responsible employee.  To address these weaknesses, the 
Company is implementing a well-maintained and executed system of consistent monthly reconciliations and a formal 
financial closing process.  In addition, the Company has adopted a policy whereby all journal entries are reviewed by 
the Manager of Finance and approved by the CFO.  See “BONDHOLDERS’ RISKS – Risks Related to the Company 
– Lack of Audits” and “ – Material Weakness in Controls.” 

Impact of COVID-19 

On March 19, 2020, the U.S. Department of Homeland Security issued a memorandum identifying the forest 
products industry as a “critical infrastructure industry,” which is expected to continue operating through the duration 
of the pandemic. By that time, the Company had already determined to keep the Lumberjack Mill shuttered 
temporarily so that the Company could make some additional improvements to the two sawmill facilities before 
reopening.  The Company re-opened the Lumberjack Mill and GPR Mill in June 2020 having completed a number of 
improvements to the mills.  As a result of its classification as an essential business, the Company’s current operations 
have remained fully-operational since reopening in June.  

During the shutdown period, NLFR applied for and received a low-interest Paycheck Protection Program 
loan from Wells Fargo Bank, N.A. for $1.3 million.  Although the Company believes this loan is eligible for 
forgiveness, it will be repaid on or about the date of issuance of the Series 2022 Bonds from proceeds of the Series 
2022A Bonds. 

Local, state and federal governments continue to evaluate policies and restrictions in order to mitigate the 
spread of COVID-19.  Potential government-mandated shutdowns or shelter-in-place orders in markets in which the 
Company operates could negatively impact operations.  Further, prolonged periods of lower overall business activity 
as a result of COVID-19 could cause significant damage to the underlying economy, which could negatively impact 
U.S. timber markets. For the moment, COVID-19 has resulted in a lumber supply shortage which has resulted in an 
unprecedented rise in lumber prices.  
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The Company will continue to monitor COVID-19 and its impact on the markets in which it operates going 
forward. 

MATERIAL AGREEMENTS 

Certain provisions of the Material Agreements are described below.  Reference is made to each contract for 
the detailed provisions thereof. 

Phase I USFS Contract 

General.  Under the Phase I USFS Contract, GEPAZ agrees to restore up to 300,000 acres of Arizona 
ponderosa pine forest by thinning stands of trees and removing portions of coarse woody debris.  GEPAZ agrees to 
pay the USFS for woody fiber based upon Green Tons (“GT”) of timber removed.  In return, the USFS agrees to pay 
GEPAZ for GT of residual slash treatments removed. 

Purchase Price / Payment Guaranty.  Payments between GEPAZ and the USFS are priced separately for 
fiber harvested from each of the three “working circles”: 

• From the Tusayan Ranger District (encompassing 36,000 acres), GEPAZ pays the USFS $0.80/GT 
for timber with minimum 7” diameter (6” diameter inside bark, 8’ minimum length) and the USFS 
pays GEPAZ $12.00/GT for residual slash treatments. 

• From the Kaibab and Coconino National Forests (encompassing 240,000 acres), GEPAZ pays the 
USFS $3.50/GT for timber with minimum 6” diameter (5” diameter inside bark, 8’ minimum length) 
and the USFS pays GEPAZ $3.50/GT for residual slash treatments. 

• From the Tonto and Apache-Sitgreaves National Forests (encompassing 24,000 acres), GEPAZ 
pays the USFS $2.70/GT for timber with minimum 6” diameter (5” diameter inside bark, 8’ 
minimum length).  The USFS pays GEPAZ $3.50/GT for residual slash treatments. 

In each of the working circles, the USFS pays GEPAZ up to $9,400 for costs to construct and decommission 
temporary roads.  All material is measured by weight scaling.  Specific work is assigned by task orders, which 
constitute part of the Phase I USFS Contract, defining the areas to be thinned and requiring completion generally 
within two to three years.  The USFS visually inspects work completed based on the following criteria: remaining 
trees per acre; amount of coarse woody debris; and size and distribution of tree groups.  Where the USFS determines 
the work quality is less than 90%, due to re-workable items such as leaving too many trees or incomplete slash work, 
GEPAZ is obligated to rework the area.  If re-inspection confirms the deficient items are repaired, the work is accepted.  
Where the work quality is less than 90% due to too many trees cut (and so cannot be repaired), payment to GEPAZ 
will be reduced to a level equal to work quality achieved.  For example, if the work quality rated as 85% because 
GEPAZ cut too many trees, payment to GEPAZ will be reduced to 85% of the pay rate for that item.  When the quality 
rate is 90% or greater, the USFS makes payment at 100%.  To date, all of GEPAZ’s work quality has been rated 90% 
or greater.  Payments by GEPAZ to the USFS are offset by amounts owing by the USFS to GEPAZ.  If amounts owed 
by GEPAZ exceed amounts owed by the USFS, GEPAZ pays the difference in cash.  If the amounts owed by the 
USFS exceed the amounts owned by GEPAZ, the USFS may either add more timber or other products or pay the 
difference in cash.  GEPAZ must provide a payment guarantee in advance of undertaking work under a specific task 
order in the form of stewardship credits, payment bond, irrevocable letter of credit, or cash deposit in FDIC-insured 
account. 

Term and Termination.  The term of the Phase I USFS Contract is ten years, commencing May 18, 2012 
and is terminable by the USFS for convenience.  Upon expiration of the Phase I USFS Contract, GEPAZ may either 
return the acres for which it has received task order to the USFS, or continue the work under task-orders commenced 
prior to termination, which may take up to two to three years.  The Company currently has task orders for 38,913 acres 
of land that it expects to thin after May 2022 and into 2024.  The Agreement is terminable by the USFS for 
convenience. 
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Release of Claims.  Payment from the USFS to GEPAZ is not made until all work is accepted, a properly 
executed voucher is presented, and GEPAZ has released all claims against the USFS arising by virtue of the Agreement 
(other than any specifically excepted amounts). 

Protection Measures for Natural Resources.  The USFS will identify areas needing special measures for the 
protection of plants, animals, cultural resources and/or cave resources.  GEPAZ may not fell trees or otherwise conduct 
operations in a manner that damages or disturbs such areas. 

Emergency Fire Precautions.  GEPAZ will restrict operations in accordance with an Emergency Fire 
Precaution Schedule, which allows the USFS to notify GEPAZ of predicted changes in permitted activities based on 
local weather conditions. 

GEPAZ Responsibilities.  Pursuant to the Phase I USFS Contract, GEPAZ is to provide the following 
services: (1) commence work within 10 calendar days after receipt of Notice to Proceed or task order for specific work 
items; (2) complete the entire work ready for use no later than or as specified in each work order; (3) perform pre-
commercial thinning activities; (4) perform harvesting activities;(5) fell damaged trees; (6) provide slash treatments; 
(7) assign an overall project manager to supervise work in the timber removal specifications as well as other road 
work, maintenance and obliteration; (8) assign sub-manager to supervise individual harvest units; (9) obtain 
permission to set up other than what is shown on the drawings on United States Department of Agriculture lands; 
(10) provide and maintain sanitation facilities for the work force at the site and dispose of solid waste in accordance 
with applicable federal, state, and local regulations; (11) submit certificates and test data to show compliance of 
materials and construction; (12) protect all known survey monuments, witness corners, reference monuments, and 
bearing trees; (13) implement protection measures for plants, residual trees, animals, stream course, meadows, 
wetlands, cultural resources, and cave resources; (14) perform precautions to prevent pollution of air, soil, and water 
from operations; (15) maintain storage facilities for oil and oil products, ensure no spills enter any streams or other 
water bodies, and notify the National Response Center of all releases of reportable quantities of hazardous substances 
on or in the vicinity of the treatment area; (16) clean equipment prior to entry into the treatment area to prevent the 
spread of noxious weeds; (17) minimize erosion from operations; (18) provide emergency fire precautions and an 
industrial fire precaution plan; (19) furnish a serviceable telephone, radio-telephone or radio system connecting each 
operating side with the headquarters; and (20) perform other duties as required. 

In addition, GEPAZ is to maintain the designated roads by performing the following tasks: (1) confine road 
construction and rights-of-way in what is permitted; (2) maintain roads, bridges, and other transportation facilities as 
required for harvesting; (3) maintain all temporary traffic controls; (4) remove and dispose of roadway vegetation and 
roadway obstructions; (5) remove and dispose of all material from roadway drainage ditches and culverts; (6) maintain 
a native or aggregate surface roadbed in a condition to facilitate traffic and provide proper drainage; (7) repair road 
surfaces if they are inadequate to withstand continuing use; (8) provide surface stabilization to control road-surface 
loss, abate dust, improve road user safety, and minimize damage to adjacent resources; (9) remove snow from roads 
to facilitate logging operations; (10) perform other duties as required. 

Lumber Purchase and Sale Agreement 

General.  NLFP is party to the IFP Agreement, pursuant to which IFP agrees to purchase 100% of lumber 
produced by NLFP that complies with the warranty in the IFP Agreement for shipment to IFP’s customers in markets 
across the globe.  IFP was founded in 1972 and is wholly owned by Kraft Group LLC, which owns a diversified array 
of companies including the New England Patriots and Rand-Whitney Container.  IFP is North America’s largest trader 
of forest products commodities and has purchased all of the Company’s lumber products since 2016 (and since 2015 
from GEPAZ), including lumber produced from the Company’s new EWP line. 

Term and Termination.  The IFP Agreement is effective for 10 years (expiring January 1, 2031), and will 
automatically renew for two subsequent five year periods, unless either party gives the other party written notice of 
its intention not renew at least six months prior to the expiration of the initial term or the then current renewal term.  
The IFP Agreement is terminable by either party upon providing written notice to the other party if the other party (a) 
fails to observe and perform fully any material term, covenant or agreement contained in the IFP Agreement and such 
failure continues for a period of 30 days after such other party is given written notice specifying the nature of such 
failure and requesting that it be remedied or (b) makes an assignment for the benefit of creditors, files a petition in 
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bankruptcy, or has any bankruptcy proceeding filed against such other party which remains undismissed for a period 
of sixty (60) days. 

Purchase Price.  Each week, NLFP is required to deliver to IFP a report that sets forth the then Accumulated 
Production and the aggregate Base Amount due from IFP, as well as a bill of sale.  In the IFP Agreement, 
“Accumulated Production” means NLFP’s production of product that complies with the requirements set forth in the 
IFP Agreement for the 7 day period ending on the day on which the report is generated, and “Base Amount” means 
80% of the expected net realizable value of the product (less any duty, if applicable, to such product, which duty shall 
be paid NLFP).  This is determined by NLFP each week in the reports it delivers to IFP. 

In addition to the Base Amount that IFP pays weekly, IFP shall pay an additional payment each month equal 
to the amount received by IFP from third party purchasers of product or as proceeds of letters of credit issued on behalf 
of such third party purchasers since the date of the last additional payment, net of all applicable sales and other transfer 
taxes and duties applicable to such sales of product during such period and all discounts and other customer credits 
actually granted during such period (the “Net Price”), less the sum of the following: (a) the Base Amount and any 
Financing Costs incurred in connection therewith for such product, (b) all freight, transportation, loading, storage, 
insurance, letter of credit or bank charges and other direct costs directly incurred with respect to IFP’s sale of such 
product, and (c) the IFP Commission. 

• “IFP Commission” means the lesser of the Minimum Commission ($16,000 for each calendar month 
of the term) or the commission payable to IFP by NLFP with respect to each sale of product equal 
to the result of multiplying (a) the Net Price for such sale less all freight, transportation, loading, 
storage, insurance, letter of credit or bank charges directly incurred with respect to the sale of such 
product, by (b) the percentage determined in the schedule set forth in Exhibit C of the IFP 
Agreement, which is related to the annual volume produced by NLFP through existing and proposed 
facilities. (Exhibit C specifies the following commission percentages: (i) 5% for 0 to 40 million 
board feet produced by NLFP; (ii) 4.25% for 40 million+ to 150 million board feet produced by 
NLFP; (iii) 3.75% for 150 million+ board feet produced by NLFP). 

• “Financing Costs” means the sum of interest accruing at the applicable interest rate from time to 
time on the amounts paid to, or on behalf of, NLFP for product, freight, storage, insurance, and other 
direct out-of-pocket costs relating to a particular volume of product, from the date on which such 
amounts were paid through the date on which the applicable third party customer is due to pay IFP 
for the product to which such costs correspond. 

Purchase Obligation / Volume Guaranty.  The maximum amount of IFP’s commitment to purchase is 110% 
of the mutually agreed production targets of Company’s mills, existing and proposed, pro-rated to a monthly schedule 
and not to exceed a total “Inventory Value” of $6 million at any given time.  For purposes of this commitment, 
“Inventory Value” means product purchased by IFP valued at the Base Amount which has not been resold to third 
party customers.  If NLFP produces more than the maximum volume then IFP shall have the first right of refusal to 
purchase any excess. 

Marketing Plan.  IFP will create a market recognition for the product and will provide an annual marketing 
plan to NLFP estimating the quantity and mix of product to be sold, markets to be serviced, and pricing.  IFP will 
report regularly to NLFP information supporting the sales volumes and prices obtained for the product including 
competitive and published information. 

Defaults and Remedies.  In the event of any actual or threatened breach of the IFP Agreement, each party is 
entitled to a decree from a court compelling specific performance or a restraint by injunction or temporary restraining 
order.  In the event of a breach, the non-breaching party shall have, in addition to any other rights specified in the IFP 
Agreement, all of the rights provided for under the Uniform Commercial Code or any other applicable law or in equity. 

Force Majeure.  Either party may be excused from its obligations for a period and to the extent that a Force 
Majeure Event (as defined below) occurs, for a maximum period of 180 days. However, the occurrence or existence 
of the following events and circumstances shall not excuse NLFP from the performance of any of NLFP’s obligations 
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under the agreement: (i) any adverse change in the cost or availability of raw materials, supplies or semi-processed 
goods; (ii) accidents or breakdowns; and (iii) any other cause similar to any of the foregoing. 

• “Force Majeure Event” means any drought, flood, earthquake, storm, fire, lightning, epidemic, 
blockage, rebellion, war, riot, civil disturbance, sabotage, act of God, act of a public enemy or other 
similar occurrence, strike, work stoppage, walkout, theft or vandalism. 

Non-Competition / Exclusivity / Non-Solicitation.  During the term of the IFP Agreement and for a period 
of 18 months following the termination of the IFP Agreement (“Exclusivity Period”), NLFP shall not sell any product 
to any IFP customers without (a) first obtaining the prior written consent of IFP or (b) paying to IFP (i) a 5% 
commission for any such sales during the term and for the first 9 months of the Exclusivity Period and (ii) a 3% 
commission for any such sales for the remaining 9 months of the Exclusivity Period.  During the term and for the first 
3 months of the Exclusivity Period, NLFP shall not sell product to any of NLFP’s or NLFP’s affiliate’s pre-existing 
customers without (a) first obtaining the prior written consent of IFP or (b) paying to IFP a 5% commission for any 
such sales. 

During the term and for a period of 3 years following the termination of the IFP Agreement, neither NLFP 
and NLFP’s affiliates nor IFP and IFP’s affiliates shall, without either the affected parties prior written consent, hire 
or employ, or solicit for hire or employment, or facilitate such hiring, employment or solicitation by any third party 
of, any person who is employed by IFP during the term; provided, however, that this prohibition does not apply to 
hiring any employee: (a) who responds to a broad solicitation of employment that is general and is not directed or 
targeted toward IFP’s employees, (b) whose employment has been terminated by IFP (as long as no obligation of the 
employee to IFP is breached) or (c) whom either party can demonstrate was first solicited by such party prior to the 
date of the IFP Agreement. 

Log Sales Agreements and Purchase Orders 

Log Sales Agreements.  The Log Sales Agreements noted in this section are purchases of logs from 3rd 
party logging companies harvesting timber. All of the suppliers except Perkins Timber Harvesting harvest timber sales 
purchased from the US Forest Service, which have undergone the NEPA approval process. Perkins Timber Harvesting 
logs are harvested either from US Forest Service timber sales, which have undergone the NEPA approval process, or 
from State of Arizona timber sales, which have undergone a similar approval process for the restoration of timberland 
managed by the State of Arizona.  The Log Sales Agreements are for ponderosa pine.  The contract parties are not 
obligated to deliver any specific volume of timber and are responsible for all costs of harvesting and delivery.  NLFP 
makes weekly payments to each contract party, either as a deduction from an initial advance funded by NLFP, or as a 
new payment for the tonnage of delivered logs from the preceding week.  NLFP is under no obligation to accept or 
pay for timber that does not meet NLFP’s log quality specifications.  Either party may terminate the agreement if the 
other party defaults on any material component of the agreement.  The following table describes the contract parties, 
effective dates, contract terms and pricing. 

Contract Party Effective Date Term Pricing 

Rim Country Forest Restoration, LLC March 16, 2020 March 16, 2022 $42 per ton delivered to 
Lumberjack Mill; $28 per ton 
delivered to GPR Mill 

Tri-Star Logging, Inc. March 25, 2020 March 31, 2022 $45 per ton delivered to 
Lumberjack Mill; $28 per 
delivered to GPR Mill 

Canyon Creek Logging April 1, 2021 March 31, 2022 $42 per ton delivered to 
Lumberjack Mill 

Perkins Timber Harvesting March 1, 2021 March 31, 2022 $42 per ton delivered to 
Lumberjack Mill; $28 per ton 
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delivered to GPR Mill 

Pine Line Timber Inc. March 1, 2021 March 31, 2022 $42 per ton delivered to 
Lumberjack Mill; $28 per ton 
delivered to GPR Mill 

Gibson & Son May 27, 2021 May 18, 2022 6” to 9.9” - $31 per ton 
10” to 12.9” - $35 per ton 
13”+ - $42 per ton 
All prices as delivered to 
Lumberjack Mill 
 

Fultz Contracting LLC July 26, 2021 May 18, 2022 $28 per ton + hauling costs 
based on formula delivered to 
Lumberjack Mill, GPR Mill 
and Windfall Mill. 

Deep South Land & Timber, LLC October 22, 2021 May 18, 2022 $28 per ton + hauling costs 
based on formula delivered to 
Lumberjack Mill, GPR Mill 
and Windfall Mill. 

 
Purchase Order with Forest Energy 

The Company has an existing purchase order from Forest Energy, a pellet manufacturer, which is able to 
consume up to 80,000 tons annually of wood chips and sawdust.  Forest Energy has been purchasing wood chips and 
sawdust from the Lumberjack Mill since 2011, and has continued since the Company acquired the Lumberjack Mill 
in 2016.  The Company also makes ad hoc sales to a number of customers ranging from playground wood chip 
manufacturers to bulk horse bedding customers. 

Equipment Leases and Miscellaneous Other Contracts 

Lease Agreement with Wood-Mizer Sawmilling Solutions, LLC 

NLFP is party to a Lease Agreement with Wood-Mizer and, effective November 6, 2020, pursuant to which 
NLFP leases equipment from Wood-Mizer for use at the Windfall Mill. 

Term.  The Lease Agreement commenced on November 6, 2020 and terminates on May 6, 2023.  At any 
time after one year of the lease term, NLFP has the right to return the equipment to Wood-Mizer, in which case the 
Security Deposit of $100,000 (the “Security Deposit), without interest, shall be returned to NLFP less any damage to 
the equipment, ordinary and reasonable wear and tear excepted.   NLFP may elect to purchase the equipment for 
$744,000.00 at any time during the lease term with full credit of all monthly lease payments and Security Deposit 
being offset against the purchase price.  Upon purchase, the security deposit shall be transferred to Wood-Mizer. 

Leased Equipment.  TV6000; MR5000; 2x HR700; and 2x EG800.  This equipment will be located at the 
Windfall Mill, and the equipment shall not be removed from this location without Wood-Mizer’s prior written consent. 

Payment.  NLFP paid the Security Deposit to secure the use of the equipment upon the signing of the 
Agreement in 2020.  NLFP is required to pay $21,600 per month as a lease payment, due on 1st day of each month of 
the Lease Agreement commencing on first day of the month following the shipment of the equipment from Wood-
Mizer’s site. 
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Other Costs.  NLFP shall be responsible for the following additional costs: Transport of the equipment (both 
to NLFP’s site on initial supply and to Wood-Mizer on return of the equipment); rigging and placement of the 
equipment; installation and commissioning services other than those expressly included in the scope of this agreement; 
supply of services (electricity, compressed air); regular maintenance of the equipment; repairs to the equipment as 
may be needed from time to time; purchase and servicing of sawblades; supply of consumables; and insurance of the 
equipment. 

Engineering Agreement with Wood-Mizer Sawmilling Solutions, LLC 

NLFP is party to an Engineering Agreement with Wood-Mizer and, effective January 8, 2021, pursuant to 
which Wood-Mizer committed the necessary engineering time to finalize engineering work related to the construction 
of the Windfall Mill. 

Term.  The term of the Agreement commenced January 8, 2021 and ends upon the successful start-up and 
operation of the Windfall Mill. 

Scope of Services.  Wood-Mizer contracted services include the engineering of all critical components of the 
sawmill integrating with the structural engineering drawings produced by KTC. The main service areas will include: 

Master Layout with Elevations: The master layout shows the entire flow of the manufacturing process from 
the initial input of a log through to the creation of lumber and residual products. It identifies the positioning of all 
equipment in the mill including primary, secondary and tertiary breakdown lines with corresponding materials 
handling (infeed and outfeed to each machine center) and waste handling systems (for handling of bark, sawdust, and 
chips produced as residuals during the manufacturing process).  

Machinery Specifications: The machinery specifications will provide critical information from which total 
operational efficiency and throughput can be derived and converted into a production forecast and a maintenance plan 
produced. Machinery specifications include: 

• Feed methodology 
• Primary (saw) motor sizes. 
• Geared motor sizes (estimate) 
• Feed Speeds 
• Piece Counts 
• Material passing window 
• Sawing sizes (minimum and maximum) 
• Special features 

Materials Handling Specifications: The infeed and outfeed systems which convey materials from machine 
center to machine center are established to handle the projected throughput capacity established by the machinery 
specifications. Materials handling specifications include: 

• Feed Rates 
• Equipment used 
• Chain types and spacings (Transfers) 
• Roller diameters, widths and spacings (Rollcases) 
• Geared motor sizes (estimates) 

Waste handling Systems: Conveyors to transport residual waste (bark, sawdust, slabs, chips) produced 
during the manufacturing process are engineered to ensure sufficient capacity exists to remove the material from 
the manufacturing area so the core processing centers do not become congested with waste materials. In addition, 
chippers and shredders re-process waste such as slabs chips and other products. Finally, storage areas are engineered 
in which to hold residuals until they are picked up for transport to customers. Waste Handling Specifications 
include: 

• Equipment Used 
• Scraper, belt and other conveyors 



 

51 

• Chippers, shredders, blowers 
• Waste bins and storage 

Elevation and Walkways: machine centers are lifted off the ground and placed on structural steel for a variety 
of reasons, including equipment maintenance, general cleaning including the removal of any extraneous residuals not 
captured by waste handling systems, and ease of movement of personnel from machine center to machine center. Wood-
Mizer engineers the elevation and walkways and integrates this into the master layout. 

Equipment Delivery, Installation and Commissioning Schedules: Wood-Mizer also provides an estimate 
of the equipment manufacturing and delivery schedules as well as an estimate of the equipment installation and 
commissioning schedules. 

Pricing.  Because NLFP has ordered over $2,000,000 of equipment from Wood-Mizer, all engineering fees 
payable to Wood-Mizer are instead credited against the equipment purchase price.  Notwithstanding the foregoing, 
Wood-Mizer’s time and travel expenses for design engineering consulting for NLFP that is related to NLFP’s 
infrastructure and equipment, and not related to Wood-Mizer’s supply of equipment, are invoiced separately, net 30 
days. 

Purchase Agreement with Wood-Mizer Sawmilling Solutions, LLC 

NLFP is party to a Purchase Agreement with Wood-Mizer effective September 10, 2021, pursuant to which 
Wood-Mizer committed to manufacture sawmilling equipment and infrastructure necessary to construct the Windfall 
Mill. 

Scope of Supply.  Wood-Mizer undertakes to supply the sawmill machinery set out in the Purchase Agreement 
Exhibit A at the pricing specified in Exhibit A, according to the specifications and capacities set out in Exhibit A & 
Exhibit B, the planned mill layout in Exhibit C, terms and conditions in Exhibit D, and the planned delivery schedule 
in Exhibit E. Summaries of these Exhibits are described hereafter. 

Term. The term of the Purchase Agreement commenced September 10, 2021, and ends upon the successful 
start-up and operation of the Windfall Mill. Following the successful start-up, the Purchase Agreement contains a one-
year warranty. 

Purchased Equipment. TV6000 (2), HR6000 (3), EA3000 (2), Bull Edgers (2), MR6000 (2), all infeed and 
outfeed material handling conveyors starting at the infeed to the debarkers and up to the infeed to the bin sorter and 
lumber sticker stacker which were acquired in the Company’s purchase of equipment from the Georgia Pacific 
Warrenton sawmill equipment auction. 

Equipment Capabilities. Each machine center being purchased is designed to meet the capacity as set forth 
in Exhibit B to the Purchase Agreement. 

Delivery Schedule. Within the Purchase Agreement, a clause allows for a price reduction of up to 5% if the 
delivery schedules are not met. The following delivery schedule is listed below as defined in the Exhibit E of the 
Purchase Agreement. 

Description   Delivery Date 
MR6000   15 February 2022 
MR6000   15 February 2022 
TV6000    31 March 2022 
TV6000    14 September 2022 
HR6000-3-S   5 May 2022 
HR6000-2-S   5 May 2022 
HR6000-2-S   5 May 2022 
EA3000    26 July 2022 
EA3000    26 July 2022 
Bull Edger   16 January 2023 
Bull Edger   16 January 2023 
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NLFP acknowledges that the parties to the Purchase Agreement have agreed that delivery set forth above 

shall be extended because of unavoidable delays in the supply chain and change orders.  Updates to the Delivery Dates 
shall be determined by mutual agreement of the parties to the Purchase Agreement from time to time. 

 
Payment.  NLFP shall pay Wood-Mizer for the equipment according to the pricing set out in the Purchase 

Agreement Exhibit A in lawful money in United States Funds and shall be allocated to each piece of equipment 
purchased as set forth on Exhibit A.  The aggregate purchase price is $13,399,380.85.  Further, NLFP acknowledges 
that the purchase price will change as result of change orders and increase as result of a purchase price adjustment 
clause in the Agreement that increases the purchase price based on the increase in Hardware Manufacturing Producer 
Price Index published by FRED (on the world wide web located at:  
https://fred.stolouisfed.org/series/PCU3325110332510 [fred.stlouisfed.org] from August 2020 to the month prior to 
the date of delivery of each piece of equipment purchased. 

Other Costs.  NLFP shall be responsible for the following additional costs: Transport of the equipment (to 
NLFP’s site on initial supply); assembly, rigging and placement of the equipment; installation and commissioning 
services other than those expressly included in the scope of the Purchase Agreement; supply of services (electricity, 
compressed air); regular maintenance of the equipment; repairs to the equipment as may be needed from time to time; 
purchase and servicing of sawblades; supply of consumables; and insurance of the equipment. 

Agreement to Purchase Real Property in Bellemont, Arizona for the Windfall Mill with Windfall Asset Co., 
LLC 

Just Right is party to the Agreement for Purchase and Sale dated as of February 22, 2022 (the “Windfall 
Purchase Agreement”), pursuant to which Just Right agrees to purchase two parcels of land for the Windfall Mill, with 
all appurtenances, rights, privileges, warranties, and easements benefiting, belonging, or pertaining thereto, including, 
without limitation, Windfall Asset’s interest, if any, in all mineral, water, air, and development rights (the “Property”). 

Purchase Price.  The purchase price for the Property, as adjusted pursuant to the terms and provisions of the 
Windfall Purchase Agreement (including applicable costs and prorations) is $26,000,000, of which $8,981,715.74 
shall be payable at closing from proceeds of the Series 2022A Bonds (reflecting a cash payment of $9,000,000 plus 
real estate closing costs of $25,750 less credit for county taxes of $44,034.26) and $17,000,000 shall be payable at 
closing in the form of preferred equity in the Company. 

Breach by Just Right.  If Just Right breaches the Windfall Purchase Agreement or otherwise defaults prior to 
the closing and such breach is not cured within one day of Just Right’s receipt of written notice of such breach, the 
earnest money (plus accrued interest thereon) shall be promptly paid over to Windfall Asset as liquidated damages. 
The parties acknowledge that the amount of damages for any such breach by Just Right is difficult to determine and 
that the aforesaid sum is a reasonable estimation of the amount of damages for such breach under the circumstances 
existing at the time the Windfall Purchase Agreement is entered into.  Upon the escrow agent’s delivery of the earnest 
money to Windfall Asset, the Agreement shall be deemed terminated and neither party shall have any further 
obligation or liability to the other thereunder, subject only to any continuing indemnities and other obligations set 
forth therein 

Breach by Windfall Asset.  If Windfall Asset breaches the Windfall Purchase Agreement or otherwise defaults 
prior to the closing and such breach is not cured within one day of Windfall Asset’s receipt of written notice of such 
breach, Just Right shall have the right to:  (i) terminate the Windfall Purchase Agreement and receive a full refund of 
the earnest money (plus accrued interest thereon) or (ii) enforce the Windfall Purchase Agreement by suit for specific 
performance of Windfall Asset’s obligations thereunder within ninety (90) days after the Closing Date. 

PLAN OF FINANCE 

General 

The proceeds of the Series 2022A Bonds will be used for equipment and installation costs for the Windfall 
Mill and the Lumberjack Mill expansion, real property acquisition, working capital, repayment of an outstanding 
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Paycheck Protection Program loan, repayment of $1,012,161.70 to retire outstanding secured notes, repayment of 
$6,889,642.03 previously paid, or expected to be paid prior to the Closing Date, by Lateral for equipment deposits, 
issuance costs and other Project related costs, as well as funding the Senior Debt Service Reserve Fund, capitalizing 
interest on the Series 2022A Bonds through January 1, 2023 and paying costs of issuance of the Series 2022 Bonds. 
See “ESTIMATED SOURCES AND USES.” 

The Series 2022B Bonds will be issued in exchange for a portion of the Lateral Loan balance. 

Prior Equity Commitments 

Approximately $40.3 million in prior equity investments from Ponderosa Logging, USA, LLC, GEP Funding 
LLC, A-1 Timber Consultants, and others (excluding Lateral) had been used to fund equipment and property 
purchases, to fund the acquisition of the Phase I USFS Contract and to fund operating costs. 

Common Equity Ownership 

The following table shows the percentage ownership of the Company’s common equity as of the date of 
issuance of the Series 2022 Bonds: 

% Ownership of Common Equity  
Lateral (Through various funds) 74.08% 
Ponderosa Logging, USA, LLC 16.23% 
A-1 Timber Consultants, Inc. 5.80% 
GEP Funding, LLC 2.39% 
Management 1.47% 
Five Crowns 0.03% 
Total 100% 

Windfall Mill & Property Purchase 

Windfall Asset Co., LLC, a single purpose entity owned by certain investment vehicles of Lateral, acquired 
the vacant Windfall Mill property in Bellemont, Arizona in a distressed sale for $9.0 million on October 30, 2020. 
The purchase price was funded by $5.2 million in cash and a $3.8 million from a mortgage loan to Windfall Asset 
Co., LLC guaranteed by Lateral.  The original $3.8 million mortgage loan was refinanced with a $5.6 million mortgage 
loan from a third party lender to Windfall Asset Co., LLC guaranteed by Lateral, on March 25, 2021.  On a net basis, 
Lateral funded the purchase with $3.4 million in cash from various funds.   

At the time of the purchase, the industrial facility had been unoccupied, but maintained, since July 2019. The 
Bellemont building is well situated for timber access and reducing transportation costs.  The building can also 
accommodate two EWP lines and the Windfall Mill, reducing the need for construction of a new building, which 
would have been required at a greenfield site.  The Company had estimated a budget for a greenfield construction 
project to be in excess of $30.0 million.  The Company currently leases the Windfall Mill property from Windfall 
Asset Co., LLC pursuant to a lease agreement dated as of November 1, 2020 (the “Windfall Lease”).  Simultaneously 
with the issuance of the Series 2022 Bonds, Just Right will acquire fee simple title to the Windfall Mill property for 
$26,000,000 (the “Windfall Purchase Price”) pursuant to the Windfall Purchase Agreement, of which $8,981,715.74 
shall be will be funded from a portion of the Series 2022A Bond proceeds (reflecting a cash payment of $9,000,000 
plus real estate closing costs of $25,750 less credit for county taxes of $44,034.26) and $17,000,000 shall be payable 
at closing in the form of preferred equity in the Company.  The Windfall Purchase Price will, in part, be used to pay 
off the existing mortgage loan.  Upon issuance of the Series 2022 Bonds, the Windfall Mill building and property will 
secure the Series 2022 Bonds through a Deed of Trust, Security Agreement, Assignment of Leases and Rents, and 
Fixture Filing executed by Just Right encumbering the interests of Just Right for the benefit of the Trustee.  See 
“SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2022 BONDS – Security” and “’PRINCIPAL 
FINANCING DOCUMENTS – Deeds of Trust” herein. 
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Appraisal Report 

CBRE, Inc. (“CBRE”) prepared an appraisal of the Windfall Mill site dated July 13, 2021 with a valuation 
date of March 11, 2021 (the “Appraisal”).  CBRE’s income capitalization approach (direct capitalization) resulted in 
a rounded value indication and a concluded market value of $22,400,000 for the Windfall Mill site, which analysis 
included the estimated present value of rental income from the Windfall Lease of $4,800,000, which will be terminated 
upon issuance of the Series 2022 Bonds in connection with Just Right’s acquisition of the Windfall Mill site.  See 
“APPENDIX L – APPRAISAL REPORT” herein for a copy of the Appraisal. 

The analyses in the Appraisal are subject to the definitions, assumptions, and limiting conditions expressed 
therein.  The Appraisal should be read in its entirety for a full understanding of CBRE’s analysis and the basis for its 
conclusions.  The Appraisal is addressed to NLFP, but CBRE was engaged by Lateral.  As with the other third-party 
report providers described herein, the Company paid the costs of the appraisal with funds advanced by Lateral.  The 
Appraisal names NLFP and Lateral as the Intended Users, is not intended to establish an estimated value of the Series 
2022 Bonds, and does not constitute a recommendation to any person to purchase or sell the Series 2022 Bonds.  
Potential investors in the Series 2022 Bonds should not assume that the disposition of the Windfall Mill site or the 
other manufacturing facilities of the Company in the event of default would provide sufficient funds to pay the 
principal of the Series 2022 Bonds outstanding at that time.  The conclusions reached in the Appraisal are subject to 
certain assumptions and limiting conditions, which are set forth therein.  In addition, the Company has agreed to 
indemnify CBRE against certain liabilities arising out of its engagement to provide the Appraisal.  For a more detailed 
summary of the methodology utilized by CBRE, including with respect to applicable assumptions and limiting 
conditions, see the cover letter to the Appraisal, as well as the “Executive Summary – Extraordinary Assumptions” 
and “Assumptions and Limiting Conditions” sections of the Appraisal. 

In addition, the Appraisal contains a Market Uncertainty warning indicating that the valuation set forth 
therein is subject to risks and uncertainties relating to the ongoing COVID‐19 pandemic, which has impacted global 
financial markets and resulted in travel restrictions being implemented by many countries.  Market activity is being 
impacted in many sectors.  As at the valuation date, CBRE considers that it can attach less weight to previous market 
evidence for comparison purposes, to inform opinions of value.  The current response to COVID-19 means that CBRE 
is faced with an unprecedented set of circumstances on which to base a judgment.  Consequently, less certainty – and 
a higher degree of caution – should be attached to CBRE’s valuation than would normally be the case.  The inclusion 
of the Market Uncertainty warning above does not mean that the valuation cannot be relied upon.  Rather, the warning 
has been included to ensure transparency of the fact that – in the current extraordinary circumstances – less certainty 
can be attached to the valuation than would otherwise be the case.  The Market Uncertainty clause is to serve as a 
precaution and does not invalidate the valuation. 

CBRE confirms that the analyses, opinions and conclusions contained in the Appraisal were developed based 
on, and the Appraisal has been prepared in conformance with, the Uniform Standards of Professional Appraisal 
Practice (USPAP) and the requirements of the Code of Professional Ethics and Standards of Professional Appraisal 
Practice of the Appraisal Institute, all as they would be applicable to an appraisal covered by such standards.   

Caution should be exercised in the evaluation and use of the results of the Appraisal. The Appraisal, as an 
appraisal covered by USPAP standards, is based upon and subject to assumptions and limiting conditions and any 
extraordinary assumptions specific to the relevant conclusions. It is not a precise measure of value but is based on a 
subjective comparison of related activity taking place in the real estate market. The valuations and conclusions set 
forth in the Appraisal are based on various assumptions of future expectations and while CBRE’s conclusions 
regarding the existing Bellemont manufacturing facility are considered by CBRE to be reasonable at the time the 
Appraisal was issued, some of the assumptions may not materialize or may differ materially from actual experience 
in the future. 

The intended use and users of the Appraisal are specifically identified in the Appraisal as agreed upon in the 
contract for services and/or reliance language found in the Appraisal.  Dissemination of the Appraisal by any party to 
non-client, non-intended users does not extend reliance to any other party and CBRE will not be responsible for 
unauthorized use of the Appraisal, its conclusions or contents used partially or in its entirety.   
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POTENTIAL INVESTORS IN THE SERIES 2022 BONDS SHOULD READ THE APPRAISAL IN ITS 
ENTIRETY.  THE APPRAISAL IS CONSIDERED AN INTEGRAL PART OF THIS LIMITED OFFERING 
MEMORANDUM. 

Lateral Loan  

In May 2017 Lateral provided a secured loan to the Company to fund capital improvements and operating 
expenses (the “Lateral Loan”). As of closing of the Series 2022 Bonds, the balance on the Lateral Loan is expected to 
be $131,396,436.60, of which $26,383,886.77 represents payment-in-kind interest since loan origination and 
$105,012,549.83 represents drawn funds.  

As part of the Plan of Finance, the Lateral Loan will be partially paid down from Series 2022A Bond proceeds 
in the amount of $6,889,642.03 advanced for equipment deposits, issuance costs and Project related costs. The 
remaining $124,506,794.57 will be restructured as follows: 

• $82,899,279.41 of the loan balance will be retired in exchange for $86,806,759 of Series 2022B 
Bonds pursuant to the terms of an Exchange Agreement to be effective as of the date of issuance of 
the Series 2022 Bonds by and among the Company Parties, Lateral U.S. Credit Opportunities Fund, 
L.P., Nominee SPV LLC, and Lateral Administrative Agent, LLC (the “Exchange Agreement”).  

• The remaining $41,607,515.16 of the Lateral Loan will be restructured pursuant to terms of the 
Private Credit Agreement (the “Restructured Lateral Loan”). See “PLAN OF FINANCE – 
Restructured Lateral Loan.” 

Lateral Net Commitment  

All totaled, Lateral entities have provided $108,412,550 in investment, have received $21,768,398 in various 
payments prior to the issuance of the Series 2022 Bonds and are receiving $10,314,720 through the issuance of the 
Series 2022A Bonds ($3,425,078 for the Bellemont building purchase (after repaying the existing mortgage loan and 
seller real estate closing costs), and $6,889,642 for reimbursements of advances for equipment), for a net remaining 
commitment (“Net Commitment”) of $76,329,432. The following table summarizes Lateral’s cash investments and 
receipts: 
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Limitations on Transfer of Series 2022B Bonds 

As part of the financing Lateral has agreed that it shall not, individually or in the aggregate with its Affiliates, 
in one or more transactions, resell or transfer the Series 2022B Bonds while any Senior Bonds Remain Outstanding, 
subject to Majority Senior Bondholder consent. 

Restructured Lateral Loan 

As part of the plan of finance, the portion of the Lateral Loan not retired in exchange for Series 2022B Bonds 
($41,607,515.16) will be restructured pursuant to an Amended and Restated Credit Agreement (the “Private Credit 
Agreement”) by and among the Company Parties and various Lateral affiliates.  The Restructured Lateral Loan can 
be paid solely from amounts released to the Company from the Surplus Fund after no Senior Bonds Remain 
Outstanding (subject to satisfaction of the Restricted Payment Conditions).  See “FUNDS AND ACCOUNTS AND 
FLOW OF FUNDS – Surplus Fund.”  As such, the Restructured Lateral Loan is subordinate in payment to the Series 
2022A Bonds and any Additional Bonds.  Simultaneously with the issuance of the Series 2022 Bonds, the Company, 
the Trustee, the Authority, NLFP, GEPAZ, Just Right and Lateral Administrative Agent, LLC will enter into a 
Subordination Agreement (the “Subordination Agreement”).  Pursuant to the Subordination Agreement, the lenders 
of the Restructured Lateral Loan (the “Lateral Lenders”), Lateral Administrative Agent, LLC, as the Administrative 
Agent for the Subordinate Lenders, and the Trustee (in its capacity as trustee on behalf of the Series 2022B Bonds) 
(collectively, the “Subordinate Lenders”) agree that, absent the payment in full in cash of all Senior Secured 
Obligations to the Senior Bondholders, (i) no Subordinate Lender will have any right to pursue or direct any remedy 
available to the Subordinate Lenders with respect to the Subordinate Obligations, except that the Subordinated Lenders 
may accelerate the Subordinate Obligations solely to the extent the Senior Secured Obligations have been accelerated 
and may not take any action in a Proceeding unless expressly permitted thereunder; and (ii) no interest shall be payable 
in cash under the Subordinate Debt Documents absent the payment in full in cash of all Senior Secured Obligations 
to the Senior Bondholders; provided that non cash interest may accrue on the Subordinate Obligations absent payment 
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in full in cash of all Senior Secured Obligations to the Senior Bondholders as expressly permitted by the Indenture.  
See “PRINCIPAL FINANCING DOCUMENTS – Subordination Agreement.” 

Other Outstanding Indebtedness/Obligations  

After the issuance of the Series 2022 Bonds, the following debt and obligations (in addition to other Permitted 
Debt) will remain outstanding: 

• $41,607,515.16 Restructured Lateral Loan 

• $3.5 million restructured unsecured legacy notes 

• $47.0 million preferred equity owned by Lateral 

• $10.8 million in Capital Equipment Leases 

Each of these obligations can be paid solely from amounts released to the Company from the Surplus Fund 
(subject to satisfaction of the Restricted Payment Conditions as long as Series 2022 Bonds are outstanding).  See 
“FUNDS AND ACCOUNTS AND FLOW OF FUNDS – Surplus Fund.”  As such, all of the above obligations are 
subordinate in payment to the Series 2022 Bonds and any Additional Bonds.  Pursuant to the terms of each of the 
restructured unsecured notes, in the event the Company fails to make any regularly scheduled payment of principal or 
interest, Lateral agreed to provide earmarked funds to cause the Company to make such regularly scheduled payment. 

Previously Funded Property  

The Deed of Trust encumbers buildings, equipment and property previously financed through equity or the 
Lateral Loan. As of June 30 the estimated book value of existing equipment, buildings and property in the Deed of 
Trust was approximately $12.4 million, including equipment (other than leased equipment) at Lumberjack Mill and 
for the first EWP line at the Windfall Mill.  See APPENDIX B-2 for a copy of the Company’s Unaudited Condensed 
Financial Statements as of and for the Quarters Ended March 31, 2021, June 30, 2021 and September 30, 2021. 

Through the end of 2020, the Company had spent approximately $117.5 million in the development of its 
business, including capital expenditures.  The following chart depicts the general cost categories in which these funds 
were spent: 
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Additional Bonds to Complete the Project Require Senior Bondholder Consent 

If, for any reason, the proceeds of the Series 2022 Bonds are not sufficient to pay all the Project Costs, the 
Company would not be permitted to issue Additional Bonds unless the Majority Senior Bondholder consents to the 
issuance and use of proceeds of such Additional Bonds. See “PRINCIPAL FINANCING DOCUMENTS – Indenture 
– Additional Bonds.” 
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ESTIMATED SOURCES AND USES 

The following table shows the estimated uses of Series 2022A Bond proceeds, as well as the amounts of the 
Lateral Loan anticipated to be exchanged for Series 2022B Bonds: 

Series 2022A Sources of Funds   Series 2022B Sources of Funds    
Series 2022A Par Amount $112,885,000.00  Series 2022B Par Amount $86,806,759.00   
Original Issue Discount (11,288,500).00      
  Total Series 2022A Sources of Funds $101,596,500.00      

       
Series 2022A Uses of Funds   Series 2022B Uses of Funds    
Windfall Equipment, Installation & Engineering $39,441,022.00  Lateral Loan Balance (2) $82,899,279.41   
Adjacent Property & Rail Spur 7,350,000.00  Lateral Loan True Up (3) 3,907,479.59   
Lumberjack Equipment 1,250,000.00    Total Series 2022B Uses of Funds $86,806,759.00   
Bellemont Building Purchase(1) 8,981,715.74      
PPP Loan Repayment 1,340,974.00      
Secured Legacy Notes Repayment 1,012,161.70      
Working Capital 10,000,000.00      
Engineered Wood Product Line 2 3,455,000.00      
Capitalized Interest Fund 8,771,446.71      
Senior Debt Service Reserve Fund 10,464,439.50      
Costs of Issuance 9,529,740.35      
  Total Series 2022A Uses of Funds $101,596,500.00      

       
(1) Reflects $9,000,000 cash payment plus real estate closing costs of $25,750 less credit for county taxes of $44,034.26.  Affiliates of 
Lateral will receive $17,000,000 in preferred equity in the Company in addition to the $9,000,000 cash payment as the purchase price 
of the Windfall Mill property in Bellemont. 
(2) The increase in the principal balance of the Lateral Loan from the date of the Preliminary Limited Offering Memorandum reflects 
additional advances made by Lateral to the Company to pay for equipment deposits, legal fees and other Project Costs.  As a result, 
the amount to be reimbursed to Lateral for such payments has increased to $6,889,642.03.  Upon issuance of the Series 2022B Bonds, 
the amount of the Restructured Lateral Loan will be $41,607,515.16. 
(3) True-up amount required to adjust Series 2022B Bond par amount to account for higher rate on outstanding Lateral Loan versus 
11% rate for Series 2022B Bonds. 

 
THE AUTHORITY 

The Arizona Industrial Development Authority (the “Authority”) is an Arizona nonprofit corporation 
designated as a political subdivision of the State of Arizona incorporated with the approval of the Arizona Finance 
Authority (the “AFA”), pursuant to the provisions of the Constitution and laws of the State of Arizona, including the 
Act.  The Authority is governed by a Board of Directors, presently consisting of five members who are appointed by 
the Governor of the State of Arizona to concurrently serve as directors of the AFA, an authority established in the 
Governor’s Office of Economic Opportunity pursuant to Title 41, Chapter 53, Article 2, Arizona Revised Statutes, as 
amended. 

Pursuant to the Act, the Authority is empowered to issue its bonds to provide funds for financing and 
refinancing the costs of the acquisition, construction, improvement, equipping or operating of a “project,” as defined 
in the Act, including the Facilities financed with proceeds of the Series 2022 Bonds. 

The Authority has assets and may attain additional assets in the future.  However, such assets are not pledged 
to secure payment of the Series 2022 Bonds, and the Authority has no obligation or expectation of making such assets 
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subject to the lien of the Indenture.  The Authority has no taxing power and has committed no source of funds for 
payment of the Series 2022 Bonds other than the Trust Estate established under the Indenture.  The Authority does 
not have the power to pledge its general credit or to pledge the general credit or taxing power of the State of Arizona 
or of any political subdivision thereof, including but not limited to, the AFA.  All payments made pursuant to the Loan 
Agreement will be made directly from the Company to the Trustee for disbursement to the Registered Owners. 

The Authority does not and will not in the future monitor the financial condition of the Company or its 
affiliates or the use or operation of the Facilities, or otherwise monitor payment of the Series 2022 Bonds or 
compliance with the documents relating thereto.  The responsibility for the use or operation of the Facilities will rest 
entirely with the Company and its affiliates and not with the Authority.  The Authority will rely entirely upon the 
Trustee and the Company and its affiliates, as applicable, to carry out their respective responsibilities under the Loan 
Agreement and the Indenture and with respect to the Facilities to be financed or refinanced with proceeds of the Series 
2022 Bonds. 

The Authority has determined that financial or operating data concerning the Authority is not material to any 
decision to purchase, hold or sell the Series 2022 Bonds, and the Authority will not provide any such information. 

None of the Authority, its Board of Directors, its employees, its advisors, its contractors, consultants or its 
agents, if any, has furnished, reviewed, investigated or verified the information contained in this Limited Offering 
Memorandum other than the information contained under this heading and the heading entitled “MATERIAL 
LITIGATION—The Authority” solely as such information relates to the Authority.  The Authority has not, and will 
not, undertake any responsibilities to provide continuing disclosure with respect to the Series 2022 Bonds or the 
security therefor, and the Authority will have no liability to holders of the Series 2022 Bonds with respect to any such 
disclosure. 

PAYMENT OF THE PRINCIPAL OF THE SERIES 2022 BONDS, THE PREMIUM, IF ANY, AND THE 
INTEREST THEREON WILL BE SPECIAL LIMITED OBLIGATIONS OF THE AUTHORITY AND WILL BE 
PAYABLE EXCLUSIVELY FROM THE TRUST ESTATE.  THE SERIES 2022 BONDS WILL NOT 
CONSTITUTE A DEBT OR A LOAN OF CREDIT OR A PLEDGE OF THE FULL FAITH AND CREDIT OR 
TAXING POWER OF THE AUTHORITY, THE AFA OR THE STATE, OR OF ANY POLITICAL SUBDIVISION 
THEREOF, WITHIN THE MEANING OF ANY ARIZONA CONSTITUTIONAL PROVISION OR STATUTORY 
LIMITATION AND SHALL NEVER CONSTITUTE NOR GIVE RISE TO A PECUNIARY LIABILITY OF THE 
AUTHORITY, AFA OR THE STATE.  THE SERIES 2022 BONDS WILL NOT CONSTITUTE, DIRECTLY OR 
INDIRECTLY, OR CONTINGENTLY OBLIGATE OR OTHERWISE CONSTITUTE A GENERAL 
OBLIGATION OF OR A CHARGE AGAINST THE GENERAL CREDIT OF THE AUTHORITY, BUT WILL BE 
SPECIAL LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE SOLELY FROM THE SOURCES 
DESCRIBED IN THE INDENTURE, BUT NOT OTHERWISE.  THE AUTHORITY HAS NO TAXING POWER. 

NO RECOURSE WILL BE HAD FOR THE PAYMENT OF THE PRINCIPAL OF OR PREMIUM, IF 
ANY, OR INTEREST ON THE BONDS AGAINST ANY PAST, PRESENT, OR FUTURE OFFICER, DIRECTOR, 
EMPLOYEE, COUNSEL, ADVISOR, AGENT, CONTRACTOR, CONSULTANT, AGENT, PROGRAM 
MANAGER OR EXECUTIVE DIRECTOR OF THE AUTHORITY, OR THE AFA, OR OF ANY SUCCESSOR TO 
THE AUTHORITY OR THE AFA, AS SUCH, EITHER DIRECTLY OR THROUGH THE AUTHORITY OR THE 
AFA OR ANY SUCCESSOR TO THE AUTHORITY OR THE AFA, UNDER ANY RULE OF LAW OR EQUITY, 
STATUTE, OR CONSTITUTION OR BY THE ENFORCEMENT OF ANY ASSESSMENT OR PENALTY OR 
OTHERWISE AND ALL SUCH LIABILITY OF ANY SUCH OFFICERS, DIRECTORS, EMPLOYEES, 
COUNSEL, ADVISORS, AGENTS, CONTRACTORS, CONSULTANTS, AGENTS, PROGRAM MANAGERS 
OR EXECUTIVE DIRECTORS, AS SUCH, IS HEREBY EXPRESSLY WAIVED AND RELEASED AS A 
CONDITION OF AND CONSIDERATION FOR THE EXECUTION AND ISSUANCE OF THE SERIES 2022 
BONDS. 
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THE SERIES 2022 BONDS 

The Series 2022A Bonds 

General 

The Series 2022A Bonds will be issued as fully registered bonds, without coupons, in denominations of 
$100,000 and integral multiples of $1.00 in excess thereof.  The Series 2022A Bonds will bear interest at the rates 
(subject to adjustment as described below), and mature in the amounts and on the dates, as set forth on the cover page 
of this Limited Offering Memorandum. Interest on the Series 2022A Bonds is payable semiannually on January 1 and 
July 1 of each year, commencing with the first Interest Payment Date occurring on July 1, 2022 (“Interest Payment 
Dates”).  Interest due on the Series 2022A Bonds on each Interest Payment Date will be the product of: (i) the principal 
amount of the Series 2022A Bonds Outstanding on that Interest Payment Date (including, for the avoidance of doubt, 
previously accrued 2022A PIK Amounts (as defined herein)), before giving effect to the payment of principal on that 
date; (ii) the interest rate per annum of 9.00% (subject to adjustment as described herein) (the “2022A Cash Interest”); 
and (iii) the number of days from and including the immediately preceding Interest Payment Date to, but excluding, 
the Interest Payment Date on which such interest is to be paid divided by 360. 

A rate per annum of 6.00% shall accrue as principal to the Series 2022A Bonds (each such amount of 
principal, a “2022A PIK Amount”) on each Interest Payment Date (up to $87,115,000 (the “Maximum 2022A PIK 
Amount”) and shall be payable on each January 1 (each, a “Mandatory Redemption Date”).  Following an increase in 
the Outstanding amount of Series 2022A Bonds as a result of the accrual of a 2022A PIK Amount, the Series 2022A 
Bonds will bear interest on the then Outstanding amount, which shall include such accrued 2022A PIK Amount.  At 
any time, if the aggregate 2022A PIK Amounts accrued to date equal the Maximum 2022A PIK Amount, no additional 
2022A PIK Amounts shall accrue until maturity, and all accrued interest that is not paid on any Interest Payment Date 
thereafter shall continue to accrue as interest, and with interest accruing on such interest, until maturity or prior 
payment in cash.  The Outstanding amount of the Series 2022A Bonds shall not exceed $200,000,000, including 
accrued 2022A PIK Amounts. 

The Series 2022A Bonds shall be secured under the Indenture and the Series 2022B Bonds shall be unsecured 
so long as any Senior Bond Remain Outstanding. 

Interest Rate Adjustment on Series 2022A Bonds.  Beginning on July 1, 2025 and absent the indefeasible 
payment in full in cash of all Senior Secured Obligations to the Senior Bondholders, the interest rate payable on the 
Series 2022A Bonds and accordingly, the 2022A Cash Interest, shall be subject to adjustment, as follows: 

(i) If the Company meets both sustainability performance targets (restoring 36,000 acres of forestland 
(“SPT 1”) and more than 80% of logs harvested by the Company and hauled to the Mills are from restored acres of 
forestland (“SPT 2”)) by the end of Fiscal Year 2024, as certified in a certificate (the “External Verifier Certificate”) 
from the External Verifier, which shall be delivered to the Trustee no later than May 15, 2025, then the interest rate 
on the Series 2022A Bonds shall remain at 9.00%. 

(ii) If the Company meets SPT 1 but does not meet SPT 2 by the end of Fiscal Year 2024, as certified 
in the External Verifier Certificate, which shall be delivered to the Trustee no later than May 15, 2025, then the interest 
rate on the Series 2022A Bonds shall increase 50 basis points to 9.50%. 

(iii) If the Company does not meet SPT 1 but meets SPT 2 by the end of Fiscal Year 2024, as certified 
in the External Verifier Certificate, which shall be delivered to the Trustee no later than May 15, 2025, then the interest 
rate on the Series 2022A Bonds shall increase 100 basis points to 10.00%. 

(iv) If the Company meets neither SPT 1 or SPT 2 by the end of Fiscal Year 2024, as certified in the 
External Verifier Certificate, which shall be delivered to the Trustee no later than May 15, 2025, then the interest rate 
on the Series 2022A Bonds shall increase 150 basis points to 10.50%. 
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(v) If the External Verifier Certificate is not delivered to the Trustee on or before May 15, 2025, then 
the interest rate on the Series 2022A Bonds shall increase 150 basis points to 10.50%. 

Upon receipt of the External Verifier Certificate, and in no event later than May 25, 2025, the Trustee shall 
give notice to Owners of Series 2022A Bonds of any increase in the rate of interest on the Series 2022A Bonds. 

Minimum Production Linked 2022A PIK Amount. If the Company fails to satisfy the Minimum 
Production Covenant in any Fiscal Quarter, as set out in a certificate delivered by the Company to the Trustee (which 
certificate must be delivered to the Trustee no later than fifteen (15) days after the end of such Fiscal Quarter), an 
additional 2022A PIK Amount (up to the Maximum 2022A PIK Amount) shall accrue in an amount equal to 1.00% 
of the Outstanding principal amount of the Series 2022A Bonds for each such Fiscal Quarter. 

Redemption Prior to Maturity 

The Series 2022A Bonds are subject to redemption prior to maturity as set forth below: 

Optional Redemption.  The Series 2022A Bonds are subject to optional redemption prior to their stated 
maturity at the written direction of the Company to the Trustee with a copy to the Authority, on any date on or after 
the Closing Date, in whole or in part (and if in part, in Authorized Denominations), on any Business Day, from any 
moneys that may be provided for such purpose, at the redemption prices shown below, multiplied by the principal 
amount of the Series 2022A Bonds to be redeemed (including previously accrued 2022A PIK Amounts), plus interest 
accrued thereon to the date fixed for redemption. 

Date of Redemption 
(Business Day)  

Redemption Price 
(% of principal amount and 
accrued 2022A PIK Amount 

of the 2022A Bonds to be 
redeemed) 

Closing Date to February 24, 2023  140% 
February 25, 2023 to February 24, 2024  130 
February 25, 2024 to February 24, 2025  125 
February 25, 2025 to February 24, 2026  125 
February 25, 2026 to February 24, 2027  125 
February 25, 2027 to February 24, 2028*  125 

*Maturity   
 

Annual Mandatory Redemption.  The 2022A Bonds are subject to mandatory redemption on January 3, 2023 
and each Mandatory Redemption Date thereafter, in whole or in part (and if in part, in Authorized Denominations) 
from all Available Revenues, at the redemption prices shown below, multiplied by the principal amount of 2022A 
Bonds to be redeemed (including any previously accrued 2022A PIK Amounts), plus interest accrued thereon to each 
Mandatory Redemption Date. 
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Business Day after 
(January 1)  

Redemption Price 
(% of principal amount and 
accrued 2022A PIK Amount 

of the 2022A Bonds to be 
redeemed) 

2023  140% 
2024  130 
2025  125 
2026  125 
2027  125 
2028*  125 

*Maturity   
 

No Extraordinary Optional Redemption of Series 2022A Bonds.  The Series 2022A Bonds are not subject to 
extraordinary optional redemption. 

Effect of Redemption.  The Series 2022A Bonds or portions thereof so called for redemption (unless, in the 
case of Conditional Redemption, such notice is rescinded or any condition to redemption is not satisfied), shall become 
due and payable, and moneys for payment of the redemption price of, together with interest accrued to the date fixed 
for redemption on, the Series 2022A Bonds (or portions thereof) so called for redemption being held by the Trustee 
on the redemption date designated in such notice, interest on the Series 2022A Bonds so called for redemption shall 
cease to accrue and said Bonds (or portions thereof) shall cease to be entitled to any benefit or security under the 
Indenture (except for payment of particular Series 2022A Bonds for which moneys are being held by the Trustee and 
which money shall be pledged to such payment), and the Holders of said Series 2022A Bonds shall have no rights in 
respect thereof except to receive payment of said principal, premium, if any, and interest accrued to the date fixed for 
redemption. 

Selection of Series 2022A Bonds for Redemption.  If less than all of the Series 2022A Bonds are to be 
redeemed, the Series 2022A Bonds shall be redeemed in Authorized Denominations on a pro rata basis.  So long as 
the Series 2022A Bonds are Book Entry Bonds, if less than all of the Series 2022A Bonds within a maturity are to be 
redeemed, the Series 2022A Bonds within such maturity to be redeemed shall be selected on a pro rata basis as further 
described below in this paragraph and in accordance with the operational arrangements in effect at DTC.  If the Series 
2022A Bonds are no longer Book Entry Bonds and are held in certificate form and less than all of the Series 2022A 
Bonds of a maturity are to be redeemed, the Series 2022A Bonds within such maturity shall be selected on a pro rata 
basis as further described below in this paragraph.  The portion of any Series 2022A Bond to be redeemed shall be an 
Authorized Denomination or any multiple thereof and in selecting Series 2022A Bonds for redemption, each Series 
2022A Bond shall be considered as representing that number of Series 2022A Bonds of such maturity that is obtained 
by dividing the principal amount of such Series 2022A Bond by the minimum Authorized Denomination thereof.  If 
for any reason the principal amount of Series 2022A Bonds called for redemption would result in a redemption of 
Series 2022A Bonds in an amount that is less than the Authorized Denomination, the Trustee, to the extent possible 
within the principal amount of Series 2022A Bonds to be redeemed, is hereby authorized to adjust the selection of 
Series 2022A Bonds of the same maturities for such purpose to minimize any such redemption. 

Notice of Redemption.  When Series 2022A Bonds (or portions thereof) are to be redeemed by optional 
redemption pursuant to the Indenture, the Company shall notify the Trustee in writing no later than 45 days prior to 
the date fixed for redemption or such shorter time as may be acceptable to the Trustee of the maturity dates and 
principal amount of Series 2022A Bonds to be redeemed, the redemption price, and the date fixed for such redemption.  
In the case of an optional redemption of the Series 2022A Bonds under the Indenture, the notice and the notice to 
Bondholders may state (1) that redemption is conditioned upon the deposit of moneys, in an amount equal to the 
amount necessary to effect the redemption with the Trustee no later than the date fixed for redemption and/or (2) that 
the Company retains the right to rescind such notice not less than five (5) days prior to the date fixed for redemption 
(a “Conditional Redemption”) and that such notice shall be of no effect if such moneys are not so deposited or if the 
notice is rescinded as described in the Indenture.   
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Any Conditional Redemption notice may be rescinded in whole or in part if the Company delivers a certificate 
of the Company to the Trustee instructing the Trustee to rescind the redemption notice not less than five (5) days prior 
to the date fixed for optional redemption.  The Trustee shall give prompt notice of such rescission to the affected 
Bondholders.  Any Series 2022A Bonds subject to Conditional Redemption where redemption has been rescinded 
shall remain Outstanding, and the rescission shall not constitute an Event of Default.  Further, in the case of a 
Conditional Redemption, the failure of the Company to make funds available in part or in whole on or before the date 
fixed for redemption shall not constitute an Event of Default, and the Trustee shall give prompt notice to the Securities 
Depository or the affected Bondholders that the redemption did not occur and that the Series 2022A Bonds called for 
redemption and not so paid remain Outstanding. 

The Series 2022B Bonds 

General 

The Series 2022B Bonds will be subordinate to the Series 2022A Bonds and will be unsecured while 
any Senior Bonds Remain Outstanding.  The Series 2022B Bonds will be issued as fully registered bonds, without 
coupons, in denominations of $100,000 and integral multiples of $1.00 in excess thereof.  Interest on the outstanding 
principal amounts (including, for the avoidance of doubt, previously accrued 2022B PIK Amounts (as defined herein)) 
of the Series 2022B Bonds will accrue at a rate per annum of 11% (subject to adjustment as described below), 
commencing with the first Subordinate Bond Payment Date occurring after the Series 2022A Bonds have been paid 
in full and are no longer Outstanding.  “Subordinate Bond Payment Date” means (i) with respect to 2022B PIK 
Amounts only each January 1, April 1, July 1 and October 1, commencing on April 1, 2022 and (ii) with respect to 
any cash payments, the first Subordinate Bond Payment Date occurring after no Senior Bonds Remain Outstanding. 

Interest due on each Subordinate Bond Payment Date will be that which has accrued during the period from 
and including the immediately preceding Subordinate Bond Payment Date on which interest has been paid (in cash or 
in 2022B PIK Amount or any combination thereof) (or, in the case of the first Subordinate Bond Payment Date, from 
and including the Closing Date) to, but excluding, the Subordinate Bond Payment Date on which such interest is to 
be paid (each such period, an “Interest Period”).  Interest due on the Series 2022B Bonds on each Subordinate Bond 
Payment Date will be the product of: (i) the principal amount of the Series 2022B Bonds Outstanding on that 
Subordinate Bond Payment Date (including, for the avoidance of doubt, previously accrued 2022B PIK Amounts 
(defined herein)), before giving effect to the payment of principal on that date, (ii) the interest rate and (iii) the number 
of days from and including the immediately preceding Subordinate Bond Payment Date (or, in the case of the first 
Subordinate Bond Payment Date, from and including the Closing Date) to, but excluding, the Subordinate Bond 
Payment Date on which such interest is to be paid divided by 360.  All principal and interest due on the Series 2022B 
Bonds shall be payable solely from amounts on deposit in the Excess Revenue Fund. 

To the extent there is insufficient Excess Revenue on any Subordinate Bond Payment Date to pay in full in 
cash all interest accrued and unpaid during the Interest Period with respect to such Subordinate Bond Payment Date 
on the Series 2022B Bonds, such accrued and unpaid interest on the Series 2022B Bonds will be paid in cash pro rata 
to the extent of and from Excess Revenue, and principal of the Series 2022B Bonds will accrue in an amount equal to 
the amount of any Excess Revenue shortfall (rounded up to the nearest $1.00) (each such amount of shortfall, a “2022B 
PIK Amount”). Following an increase in the Outstanding amount of Series 2022B Bonds as a result of the accrual of 
a 2022B PIK Amount, the Series 2022B Bonds will bear interest on the then Outstanding amount, which shall include 
such accrued 2022B PIK Amount.  If at any time accrued 2022B PIK Amounts equal $113,193,241 (the “Maximum 
2022B PIK Amount”), no additional 2022B PIK Amounts shall accrue until maturity, and all accrued interest that is 
not paid on any Subordinate Bond Payment Date thereafter shall continue to accrue as interest, and with interest 
accruing on such interest, until maturity or prior payment in cash. 

In addition, to the extent there are insufficient funds available in the Excess Revenue Fund on any 
Subordinate Bond Payment Date to pay at least $1.00 of interest for every $1,000 of outstanding principal amount of 
Series 2022B Bonds, there will be no distribution to Bondholders on such Subordinate Bond Payment Date and any 
funds available in the Excess Revenue Fund will remain in the Excess Revenue Fund until the following Subordinate 
Bond Payment Date. 

The principal amount of the Series 2022B Bonds (including any 2022B PIK Amounts) will be due on January 
1, 2047.  Principal payments  (including any 2022B PIK Amounts) on the Series 2022B Bonds will be made from 



 

65 

funds available in the Excess Revenue Fund on each Subordinate Bond Payment Date to the extent available after all 
accrued interest with respect to such Subordinate Bond Payment Date has been paid in full in cash, thereby reducing 
the outstanding principal balance of the Series 2022B Bonds by such amount. 

Interest Rate Adjustment on Series 2022B Bonds.  Beginning on July 1, 2025 and continuing until maturity 
of the Series 2022B Bonds, the interest rate payable on the Series 2022B Bonds shall be subject to adjustment, as 
follows: 

(i) If the Company meets both SPT 1 and SPT 2 by the end of Fiscal Year 2024, as certified in the 
External Verifier Certificate, which shall be delivered to the Trustee no later than May 15, 2025, then the interest rate 
on the Series 2022B Bonds shall remain at 11.00%. 

(ii) If the Company meets SPT 1 but does not meet SPT 2 by the end of Fiscal Year 2024, as certified 
in the External Verifier Certificate, which shall be delivered to the Trustee no later than May 15, 2025, then the interest 
rate on the Series 2022B Bonds shall increase 50 basis points to 11.50%. 

(iii) If the Company does not meet SPT 1 but meets SPT 2 by the end of Fiscal Year 2024, as certified 
in the External Verifier Certificate, which shall be delivered to the Trustee no later than May 15, 2025, then the interest 
rate on the Series 2022B Bonds shall increase 100 basis points to 12.00%. 

(iv) If the Company meets neither SPT 1 or SPT 2 by the end of Fiscal Year 2024, as certified in the 
External Verifier Certificate, which shall be delivered to the Trustee no later than May 15, 2025, then the interest rate 
on the 2022B Bonds shall increase 150 basis points to 12.50%. 

(v) If the External Verifier Certificate is not delivered to the Trustee on or before May 15, 2025, then 
the interest rate on the 2022B Bonds shall increase 150 basis points to 12.50%. 

Upon receipt of the External Verifier Certificate, and in no event later than May 25, 2025, the Trustee shall 
give notice to Owners of Series 2022B Bonds of any increase in the rate of interest on the Series 2022B Bonds. 

No Payment of Series 2022B Bonds while Senior Bonds Outstanding. Notwithstanding anything to the 
contrary contained herein, absent the indefeasible payment in full in cash of all Senior Secured Obligations to the 
Senior Bondholders, (i) no principal payments on or with respect to the Series 2022B Bonds shall be made and (ii) 
any interest accruing on the Series 2022B Bonds shall not be payable in cash; provided that 2022B PIK Amounts may 
accrue during such period. 

Redemption Prior to Maturity 

Optional Redemption.  The Series 2022B Bonds shall not be subject to redemption or otherwise receive 
payment of principal absent the indefeasible payment in full in cash of all Senior Secured Obligations to the Senior 
Bondholders. So long as no Senior Bonds remain Outstanding, the Series 2022B Bonds are subject to redemption 
prior to their stated maturity at the written direction of the Company to the Trustee with a copy to the Authority on or 
after January 1, 2028, in whole or in part (and if in part, in Authorized Denominations on a pro rata basis), on any 
Subordinate Bond Payment Date, at a redemption price equal to 100% of the principal amount being redeemed, plus 
interest accrued thereon to the date fixed for redemption, but without premium; provided that the proceeds used to 
effectuate such optional prepayment may be made solely from (i) amounts available, if any, in the Excess Revenue 
Fund, or (ii) from other amounts provided by the Company therefore; provided further that no Senior Bonds Remain 
Outstanding prior to such redemption. 

Extraordinary Optional Redemption of Series 2022B Bonds.  After no Senior Bonds Remain Outstanding, 
the Series 2022B Bonds are subject to extraordinary redemption at the direction of the Company to the Authority and 
the Trustee, in whole or in part (and if in part, in Authorized Denominations on a pro rata basis), to the extent of 
moneys available therefor, at a redemption price of 100% of a principal amount to be redeemed, plus accrued interest 
thereon to the date fixed for redemption, and without premium, on any date, in the event all or substantially all of any 
Site is damaged, destroyed or condemned or threatened with condemnation, and the Company delivers to the Trustee 
a certificate that, based upon and accompanied by an estimate from the Independent Engineer of the costs to 
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reconstruct, rebuild, or replace all or any portion of such Site, it is not financially feasible to reconstruct, rebuild, or 
replace all or any portion of the such Site so as to permit the such Site to operate in a financially feasible manner 
following such damage, destruction or condemnation, such redemption price to be paid from Net Insurance Proceeds, 
Net Condemnation Proceeds or the net proceeds of any casualty awards, and from any funds and accounts held under 
the Indenture. 

Purchase of Series 2022B Bonds.  Absent the indefeasible payment in full in cash of all Senior Secured 
Obligations to the Senior Bondholders, neither the Authority nor the Company may (i) purchase any Series 2022B 
Bonds on the open market and deliver such Bonds to the Trustee for cancellation or (ii) convert any Series 2022B 
Bonds into any Senior Bonds.  After no Senior Bonds Remain Outstanding, nothing in this Indenture shall prevent the 
Authority or the Company, from purchasing any Series 2022B Bonds on the open market and delivering such Bonds 
to the Trustee for cancellation; provided the Company shall purchase Series 2022B Bonds solely from amounts 
available in the Excess Revenue Fund, or from other amounts provided by the Company therefore.  The principal 
amount of Series 2022B Bonds purchased and delivered to the Trustee for cancellation pursuant hereto shall be 
credited against the Outstanding principal amount of Series 2022B Bonds. 

Effect of Redemption.  The Series 2022B Bonds or portions thereof so called for redemption (unless, in the 
case of Conditional Redemption, such notice is rescinded or any condition to redemption is not satisfied), shall become 
due and payable, and moneys for payment of the redemption price of, together with interest accrued to the date fixed 
for redemption on, the Series 2022B Bonds (or portions thereof) so called for redemption being held by the Trustee 
on the redemption date designated in such notice, interest on the Series 2022B Bonds so called for redemption shall 
cease to accrue and said Bonds (or portions thereof) shall cease to be entitled to any benefit or security under the 
Indenture (except for payment of particular Series 2022B Bonds for which moneys are being held by the Trustee and 
which money shall be pledged to such payment), and the Holders of said Series 2022B Bonds shall have no rights in 
respect thereof except to receive payment of said principal, premium, if any, and interest accrued to the date fixed for 
redemption. 

Selection of Series 2022B Bonds for Redemption.  If less than all of the Series 2022B Bonds are to be 
redeemed, the Series 2022B Bonds shall be redeemed from such maturities as are determined by the Company and 
designated in writing to the Authority and the Trustee.  So long as the Series 2022B Bonds are Book-Entry Bonds, if 
less than all of the Series 2022B Bonds within a maturity are to be redeemed, the Series 2022B Bonds within such 
maturity to be redeemed shall be selected in accordance with the operational arrangements in effect at DTC.  If the 
Series 2022B Bonds are no longer Book-Entry Bonds and are held in certificate form and less than all of the Series 
2022B Bonds of a maturity are to be redeemed, the Series 2022B Bonds within such maturity shall be selected as 
described in this paragraph.  The Series 2022B Bonds to be redeemed within such maturity shall be selected by the 
Trustee by lot (or in such other manner determined by the Trustee).  The portion of any Series 2022B Bond to be 
redeemed shall be an Authorized Denomination or any multiple thereof and in selecting Series 2022B Bonds for 
redemption, each Series 2022B Bond shall be considered as representing that number of Series 2022B Bonds of such 
maturity that is obtained by dividing the principal amount of such Series 2022B Bond by the minimum Authorized 
Denomination thereof.  If for any reason the principal amount of Series 2022B Bonds called for redemption would 
result in a redemption of Series 2022B Bonds in an amount that is less than the Authorized Denomination, the Trustee, 
to the extent possible within the principal amount of Series 2022B Bonds to be redeemed, is hereby authorized to 
adjust the selection of Series 2022B Bonds of the same maturities for such purpose to minimize any such redemption.   

Notice of Redemption.  When Series 2022B Bonds (or portions thereof) are to be redeemed by optional 
redemption or extraordinary optional redemption pursuant to the Indenture, the Company shall notify the Trustee in 
writing no later than 45 days prior to the date fixed for redemption or such shorter time as may be acceptable to the 
Trustee of the maturity dates and principal amount of Series 2022B Bonds to be redeemed, the redemption price, and 
the date fixed for such redemption.  In the case of an optional redemption of the Series 2022B Bonds under the 
Indenture, the notice and the notice to Bondholders may state (1) that redemption is conditioned upon the deposit of 
moneys, in an amount equal to the amount necessary to effect the redemption with the Trustee no later than the date 
fixed for redemption and/or (2) that the Company retains the right to rescind such notice not less than five (5) days 
prior to the date fixed for redemption (a “Conditional Redemption”) and that such notice shall be of no effect if such 
moneys are not so deposited or if the notice is rescinded as described in the Indenture.   

Any Conditional Redemption notice may be rescinded in whole or in part if the Company delivers a certificate 
of the Company to the Trustee instructing the Trustee to rescind the redemption notice not less than five (five) days 
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prior to the date fixed for optional redemption.  The Trustee shall give prompt notice of such rescission to the affected 
Bondholders.  Any Series 2022B Bonds subject to Conditional Redemption where redemption has been rescinded 
shall remain Outstanding, and the rescission shall not constitute an Event of Default.  Further, in the case of a 
Conditional Redemption, the failure of the Company to make funds available in part or in whole on or before the date 
fixed for redemption shall not constitute an Event of Default, and the Trustee shall give prompt notice to the Securities 
Depository or the affected Bondholders that the redemption did not occur and that the Series 2022B Bonds called for 
redemption and not so paid remain Outstanding. 

Series 2022B Bonds are Subordinate to Series 2022A Bonds. 

Notwithstanding anything to the contrary contained in the Indenture and subject in all respects to the 
Subordination Agreement, while any Senior Bonds Remain Outstanding the Holders of the Series 2022B Bonds (i) 
will have no right to pursue or direct any remedy available to the Trustee pursuant to the Indenture, (ii) will have no 
right to be paid from the proceeds received by the Trustee through the exercise of any such remedy and (iii) will be 
unsecured.  The Trustee will give written notice to the Holders of the Series 2022B Bonds of its exercise of remedies.  
The Trustee has no obligation to consider whether remedies taken would affect the possibility that Holders of Series 
2022B Bonds will be paid amounts in respect of such Series 2022B Bonds or to consider any effect that a remedy may 
have on the Holders of Series 2022B Bonds.  Upon the occurrence of an Event of Default under the Indenture, the 
Trustee will, at the request of Holders of at least $1,000,000 in aggregate principal amount of Series 2022B Bonds, 
provide by first class mail to the Holders of at least $1,000,000 in aggregate principal amount of Series 2022B Bonds 
all reports, notices and other information thereafter received by the Trustee in connection with the Project and the 
Bonds at the cost of the Company.  If no Senior Bonds remain Outstanding, the same remedies available with respect 
to the Senior Bonds, as set forth in the Indenture will be available with respect to the Series 2022B Bonds. 

Further, in the event the Trustee fails to pay the Holders of the Series 2022B Bonds scheduled payments on 
the Series 2022B Bonds from funds rightfully on deposit in the Excess Revenue Fund when permitted to be paid 
pursuant to the Indenture, or the Trustee is not properly allocating the Revenues under the Indenture to the Excess 
Revenue Fund and any other Account created exclusively for the Series 2022B Bonds, in accordance with the priorities 
set forth in the Indenture, and the terms and provisions thereof, the Holders of the Series 2022B Bonds will have the 
right by mandamus or other suit, action or proceeding at law or in equity to compel the Trustee to make such payments 
or allocations in accordance with the priorities set forth in the Indenture, and the terms and the provisions thereof; 
provided, that except as expressly set forth in the Indenture, such action will not be at the expense of the Revenues 
and other assets pledged under the Indenture. 

Book-Entry System 

The Series 2022 Bonds initially will be registered in the name of Cede & Co., as the Registered Owner and 
nominee for The Depository Trust Company, New York, New York (“DTC”). DTC maintains a book-entry system for 
recording ownership interests of its Direct Participants (as defined below) and that the ownership interest of a purchaser 
of a beneficial interest in the Series 2022 Bonds (a “Beneficial Owner”) will be recorded through book entries on the 
records of the Direct Participants.  So long as Cede & Co. is the Registered Owner of the Series 2022 Bonds, as nominee 
of DTC, (i) references herein to “Registered Owners” or “Bondholders” will mean Cede & Co. and will not mean the 
Beneficial Owners of the Series 2022 Bonds, and (ii) payments of principal and interest thereon shall be made as 
provided in accordance with DTC’s operational arrangements.  Beneficial Owners will not receive any certificates 
representing their interest in the Series 2022 Bonds, except as described herein. 

If at any time DTC’s book-entry system is discontinued for the Series 2022 Bonds, unless a substitute securities 
depository is appointed to undertake the functions of DTC under the Indenture, the Authority, at the expense of the 
Company, shall issue and the Trustee shall authenticate, transfer and exchange the Series 2022 Bond certificates to the 
Beneficial Owners of such Series 2022 Bonds, as described in the Indenture, and such Series 2022 Bonds shall no longer 
be restricted to being registered in the registration books kept in the books of the Registrar in the name of the Nominee, 
but may be registered in the name or names owners transferring or exchanging Series 2022 Bonds shall designate, in 
accordance with the provisions of the Indenture.  DTC will act as securities depository for the Series 2022 Bonds.  So long 
as the Series 2022 Bonds are held in DTC’s book-entry only system, DTC (or a successor securities depository) or its 
nominee will be the Registered Owner of the Series 2022 Bonds and payments of principal and interest with respect to the 
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Series 2022 Bonds will be made solely through the facilities of DTC.  See “APPENDIX I—SECURITIES DEPOSITORY 
AND BOOK-ENTRY SYSTEM; GLOBAL CLEARANCE PROCEDURES” herein. 

Limited Obligations 

THE BONDS CONSTITUTE SPECIAL LIMITED OBLIGATIONS OF THE AUTHORITY AND 
EXCEPT TO THE EXTENT PAYABLE FROM BOND PROCEEDS AND INVESTMENT INCOME ARE 
PAYABLE SOLELY FROM CERTAIN PAYMENTS, REVENUES AND OTHER AMOUNTS PLEDGED UNDER 
THE INDENTURE.  THE BONDS, THE PREMIUM, IF ANY, AND THE INTEREST THEREON WILL BE 
SPECIAL LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE EXCLUSIVELY FROM THE TRUST 
ESTATE.  THE BONDS WILL NOT CONSTITUTE A DEBT OR A LOAN OF CREDIT OR A PLEDGE OF THE 
FULL FAITH AND CREDIT OR TAXING POWER OF THE AUTHORITY, THE AFA, THE STATE OF 
ARIZONA, OR OF ANY POLITICAL SUBDIVISION THEREOF, WITHIN THE MEANING OF ANY ARIZONA 
CONSTITUTIONAL PROVISIONS OR STATUTORY LIMITATION AND SHALL NEVER CONSTITUTE NOR 
GIVE RISE TO A PECUNIARY LIABILITY OF THE AUTHORITY, THE AFA OR THE STATE OF ARIZONA 
OR ANY POLITICAL SUBDIVISION THEREOF.  THE BONDS WILL NOT CONSTITUTE, DIRECTLY OR 
INDIRECTLY, OR CONTINGENTLY OBLIGATE OR OTHERWISE CONSTITUTE A GENERAL 
OBLIGATION OF OR A CHARGE AGAINST THE GENERAL CREDIT OF THE AUTHORITY, BUT WILL BE 
SPECIAL LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE SOLELY FROM THE SOURCES 
DESCRIBED IN THE INDENTURE, BUT NOT OTHERWISE.  THE AUTHORITY HAS NO TAXING POWER. 

NO RECOURSE WILL BE HAD FOR THE PAYMENT OF THE PRINCIPAL OF OR PREMIUM, IF 
ANY, OR INTEREST ON THE BONDS AGAINST ANY PAST, PRESENT, OR FUTURE OFFICER, DIRECTOR, 
EMPLOYEE, COUNSEL, ADVISOR, AGENT, CONTRACTOR, CONSULTANT, PROGRAM MANAGER OR 
EXECUTIVE DIRECTOR OF THE AUTHORITY, OR THE AFA, OR OF ANY SUCCESSOR TO THE 
AUTHORITY OR THE AFA, AS SUCH, EITHER DIRECTLY OR THROUGH THE AUTHORITY OR THE AFA 
OR ANY SUCCESSOR TO THE AUTHORITY OR THE AFA, UNDER ANY RULE OF LAW OR EQUITY, 
STATUTE, OR CONSTITUTION OR BY THE ENFORCEMENT OF ANY ASSESSMENT OR PENALTY OR 
OTHERWISE AND ALL SUCH LIABILITY OF ANY SUCH OFFICERS, DIRECTORS, EMPLOYEES, 
COUNSEL, ADVISORS, AGENTS, CONTRACTORS, CONSULTANTS, PROGRAM MANAGERS OR 
EXECUTIVE DIRECTORS, AS SUCH, IS HEREBY EXPRESSLY WAIVED AND RELEASED AS A 
CONDITION OF AND CONSIDERATION FOR THE EXECUTION AND ISSUANCE OF THE SERIES 2022 
BONDS. 

Transfer and Exchange 

Any Series 2022 Bond may be transferred in accordance with its terms, upon the Bond Register required to 
be kept pursuant to the provisions of the Indenture, by the Person in whose name it is registered, in person or by his 
duly authorized attorney, upon surrender of such registered Series 2022 Bond for cancellation, accompanied by 
delivery of a written instrument of transfer, duly executed in a form approved by the Trustee.  Beneficial Owners shall 
not have any right to cause a transfer of Series 2022 Bonds as provided in the Indenture. 

Whenever any Series 2022 Bond or Series 2022 Bonds shall be surrendered for transfer, the Authority shall 
execute and the Trustee shall authenticate and date the Series 2022 Bond or Series 2022 Bonds and shall deliver a new 
Series 2022 Bond or Series 2022 Bonds of a like aggregate principal amount and of the same series, maturity and 
interest rate.  The Series 2022 Bond Owner requesting such transfer shall pay any tax or other governmental charge 
required to be paid with respect to such transfer, and the Trustee may in addition require the payment of a sum to 
cover expenses incurred by the Authority or the Trustee in connection with such transfer. 

Restrictions on Purchase and Transfer 

The Series 2022 Bonds have not been and will not be registered under the Securities Act or any United States 
securities laws, and they are being offered for resale only to “Qualified Institutional Buyers” within the meaning of 
Rule 144A under the Securities Act, each of which have signed a letter substantially in the form of APPENDIX H-1 
or H-2, as appropriate, herein, and may be transferred only to Qualified Institutional Buyers in the United States only 
in a transaction registered under or exempt from the registration requirements of the federal and applicable state 
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securities laws.  Each subsequent purchaser and transferee of the Series 2022 Bonds will be deemed to have 
acknowledged, represented, warranted and agreed with and to the Authority, the Company, the Trustee and the 
Underwriter that they meet this requirement and will comply with this restriction. 

SUSTAINABILITY-LINKED BOND DESIGNATION 

Sustainability-Linked Bonds Designation  

Per the International Capital Market Association (ICMA) Sustainability-Linked Bond Principles (2020), 
Sustainability-Linked Bonds are any type of bond instrument for which the financial and/or structural characteristics 
can vary depending on whether the issuer achieves predefined Sustainability/ESG objectives. An SLB  is a forward-
looking performance based instrument. Objectives are (i) measured through predefined Key Performance Indicators 
(“KPIs”) and (ii) assessed against predefined Sustainability Performance Targets (“SPTs”). The five core components 
of the Sustainability Linked Bond Principles are: 1. Selection of Key Performance Indicators; 2. Calibration of 
Sustainability Performance Targets; 3. Bond Characteristics; 4. Reporting; and 5. Verification. 

Based on their independent external review, Kestrel Verifiers has determined that the Series 2022 Bonds 
conform, in all material respects, with the Sustainability-Linked Bond Principles (2020), as further described in Kestrel 
Verifiers’ Second Party Opinion, which is attached hereto as APPENDIX J-1.  Kestrel Verifiers has further determined 
that the bond-financed activities will play an important role in the long-term success of one of the most significant 
landscape-scale forest restoration efforts underway in the western United States, and that the Company has established 
itself as a collaborative partner with the USFS in the Four Forests Restoration Initiative (4FRI), and by doing the vital 
work of forest restoration, the Company is contributing to sustainable forest management.  Long-term benefits of this 
work include improved wildlife habitats, biodiversity conservation, water supply protection, carbon storage, and 
reduced risk of catastrophic wildfires and post-wildfire flooding.  Kestrel Verifiers concludes that the bond-financed 
activities are integral to the success of the 4FRI, which with demonstrated success, could become a national model. 
See “APPENDIX J-1—SUSTAINABILITY-LINKED BONDS SECOND PARTY OPINION” herein.  
 
Independent Second Party Opinion on Sustainability-Linked Bond Designation and Disclaimer 

For over 20 years, Kestrel Verifiers has been a consultant in sustainable finance. Kestrel Verifiers, a division 
of Kestrel 360, Inc., is an Approved Verifier accredited by the Climate Bonds Initiative (CBI) and an Observer for the 
ICMA Green Bond Principles. As such, Kestrel Verifiers is qualified to verify transactions in all asset classes 
worldwide for alignment with ICMA Green Bond Principles, Social Bond Principles, Sustainability Bond Guidelines, 
the Sustainability-Linked Bond Principles, and the Climate Bonds Initiative Standards and Criteria.  

The Second Party Opinion issued by Kestrel Verifiers does not and is not intended to make any representation 
or give any assurance with respect to any other matter relating to the bonds.  Designations by Kestrel Verifiers are not 
a recommendation to any person to purchase, hold, or sell the bonds and such labeling does not address the market 
price or suitability of these bonds for a particular investor and does not and is not in any way intended to address the 
likelihood of timely payment of interest or principal when due. 

In issuing the Second Party Opinion, Kestrel Verifiers has assumed and relied upon the accuracy and 
completeness of the information made publicly available by the Company or that was otherwise made available to 
Kestrel Verifiers.  See Kestrel Verifiers’ Second Party Opinion, which is attached hereto as APPENDIX J-1, for further 
important disclaimers. 

PROJECTED FINANCIAL INFORMATION 

General Assumptions and Set-Up 

In projecting revenues and expenses of the Project, the Company has analyzed seven different scenarios in 
the Financial Model.  The Financial Model is attached hereto as APPENDIX K.  The scenarios are described below, 
and a table follows with certain specific assumptions used in the scenarios: 
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• Scenario 1 (Base Case): Assumes the Company sources all timber through Federal and State timber sales 
(see “THE COMPANY – History (2012-2020) - The Company’s Timber Supply Strategy” of the Limited 
Offering Memorandum). Under this scenario it is assumed the Company incurs slash removal costs in 25% 
of acreage. In Timber Sales where the Company doesn’t incur slash costs, slash removal still occurs 
consistent with 4FRI principles, but slash is piled by the Company and removal is performed by the USFS 
or State.  Scenario 1 uses FEA-projected lumber prices. 

• Scenario 2: This is a stress case version of Scenario 1. FEA projected lumber prices are reduced by 15% 
versus FEA projections.  Plant utilization is also reduced and construction timelines are delayed. 

• Scenario 3: This is a lower lumber price version of Scenario 1, with FEA projected lumber prices reduced by 
25% versus the Scenario 1 assumptions. All other assumptions are the same as Scenario 1. 

• Scenario 4: This is a low supply version of Scenario 1 showing the Company’s projected ability to scale costs 
in the case less acreage is available.  In this scenario the Company is assumed to harvest approximately 
12,400 acres per year versus 24,900 in Scenario 1.  In this scenario costs are reduced by running one shift 
only at Windfall and Lumberjack Mills.  

• Scenario 5: This is a version of Scenario 4 but with higher assumed stumpage fees in addition to lower timber 
supply. In this scenario the Company is assumed to harvest approximately 12,400 acres per year versus 
24,900 in Scenario 1.  In this scenario costs are reduced by running one shift only at Windfall and Lumberjack 
Mills. In this scenario stumpage fees are assumed at $11.50 per ton. 

• Scenario 6: This scenario assumes disruptions in forest operations resulting in higher forestry costs and higher 
transportation costs. Specifically, this scenario assumes hauling costs 10% higher than Scenario 1 and logging 
costs $5/ton higher than Scenario 1. All other assumptions are the same as Scenario 1. 

• Scenario 7: This scenario assumes current spot lumber prices remain constant for the life of the Bonds.  All 
other assumptions are the same as Scenario 1. 

The following table outlines certain specific assumptions used in conjunction with the analysis of the above 
scenarios in the Financial Model:  

 

APPENDIX K outlines further general assumptions applicable to the above-described scenarios.  Financial 
Model assumptions and analysis are inherently subject to significant uncertainty and the actual results of the facilities’ 
operations may differ, perhaps materially, from these projections. Therefore, no representation is made or intended to 
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be made, nor should any be inferred, with respect to the likely existence or occurrence of any particular set of future 
facts and circumstances. 

Project Ramp-Up Schedule with Milestones 

The below graph overlays projected operational and financial results from Scenario 1 of the Financial Model 
with the planned ramp-up schedules for the Windfall Mill and Lumberjack Mill. The graph demonstrates some 
important features of the proposed Project: 

• The Company is already operating the Lumberjack Mill and will continue to do so through the 
ramp-up period;  

• The installation of equipment has been planned such that as components are completed they can 
be used without impeding the installation of other components; and  

• Installed equipment is modular, allowing the Company to increase lumber production throughout 
the period of the complete installation.  

 

 
 

SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2022 BONDS 

The Series 2022 Bonds are issued pursuant to the Constitution and laws of the State, particularly the Act, and 
are secured under the Indenture.  The Series 2022 Bonds are special, limited obligations of the Authority, payable 
solely from and secured by payments made by the Company to the Authority under the Loan Agreement.  See 
“THE SERIES 2022 BONDS – Limited Obligations.” 

Security 

As security for the Series 2022 Bonds, (i) Just Right will execute a Deed of Trust, Security Agreement, 
Assignment of Leases and Rents, and Fixture Filing for each of the Windfall Site, the Lumberjack Site and the 
Williams Site, and a Leasehold Deed of Trust, Security Agreement, Assignment of Leases and Rents, and Fixture 
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Filing for the GPR Site (collectively, the “Deed of Trust”), encumbering the interests of Just Right in the Facilities 
and equipment therein, for the benefit of the Trustee, (ii) the Company, Just Right, GEPAZ, and NLFP will each 
execute a Pledge and Security Agreement (collectively, the “Security Agreement”) pursuant to which each of the 
Company, Just Right, GEPAZ, and NLFP will pledge to the Trustee its respective interests in, among other things, all 
documents, accounts, money and general intangibles of the Company, Just Right, GEPAZ, and NLFP, all inventory, 
equipment and fixtures of Just Right, and the respective Project Documents to which any of the Company, Just Right, 
GEPAZ, and NLFP is a party, (iii)  NLFP, Just Right and the Company will each execute a Collateral Assignment of 
Project Documents (together, the “Collateral Assignment”), pursuant to which NLFP, Just Right and the Company 
will each assign their respective interests in the Project Documents to the Trustee, (iv) certain counterparties to the 
agreements assigned pursuant to the Collateral Assignment will execute consents (collectively, the “Consents”) to 
such assignments that will give the Trustee cure and step-in rights, and (v) the Company will execute a Membership 
Interest Pledge Agreement, pursuant to which the Company will pledge its equity interest in Just Right, NLFP and 
GEPAZ to the Trustee, and the equity owners of the Company representing 92% of the equity in the Company will 
execute a Membership Interest Pledge Agreement, pursuant to which the owners will pledge their respective equity 
interests in the Company to the Trustee (collectively, the “Membership Interest Pledge Agreement,” and collectively 
with the Deed of Trust, the Security Agreement and the Collateral Assignment, the “Security Documents”). 

Pursuant to the terms of the Indenture, the Series 2022A Bonds are secured and the Series 2022B 
Bonds are unsecured and subordinate to the Senior Bonds.  The Series 2022A Bonds have a first lien on the 
Trust Estate and will be secured by a first lien under the Security Documents.  While any Senior Bonds Remain 
Outstanding the Holders of the Series 2022B Bonds (i) will have no right to pursue or direct any remedy 
available to the Trustee pursuant to the Indenture, (ii) will have no right to be paid from the proceeds received 
by the Trustee through the exercise of any such remedy and (iii) will be unsecured. 

Pursuant to the Indenture, the Trustee will establish a Senior Debt Service Reserve Fund with respect to the 
Series 2022A Bonds.  The amount deposited in the Senior Debt Service Reserve Fund is $10,464,439.50. Amounts 
on deposit in the Senior Debt Service Reserve Fund shall be used solely for the purpose of securing the payment of 
interest (representing 2022A Cash Interest) on the 2022A Bonds.   See “FUNDS AND ACCOUNTS AND FLOW OF 
FUNDS – Description of Funds and Accounts – Senior Debt Service Reserve Fund.” 

The Series 2022B Bonds will not be secured by a debt service reserve fund. 

Exercise of Remedies 

Pursuant to the terms of the Indenture and the Subordination Agreement, the Series 2022A Bonds are secured 
and the Series 2022B Bonds are unsecured while any Senior Bonds Remain Outstanding. 

Notwithstanding anything to the contrary contained in the Indenture and subject in all respects to the 
Subordination Agreement, while any Senior Bonds Remain Outstanding the Holders of the Series 2022B Bonds (i) 
will have no right to pursue or direct any remedy available to the Trustee pursuant to the Indenture, (ii) will have no 
right to be paid from the proceeds received by the Trustee through the exercise of any such remedy and (iii) will be 
unsecured.  The Trustee will give written notice to the Holders of the Series 2022B Bonds of its exercise of remedies.  
The Trustee has no obligation to consider whether remedies taken would affect the possibility that Holders of Series 
2022B Bonds will be paid amounts in respect of such Series 2022B Bonds or to consider any effect that a remedy may 
have on the Holders of Series 2022B Bonds.  Upon the occurrence of an Event of Default under the Indenture, the 
Trustee will, at the request of Holders of at least $1,000,000 in aggregate principal amount of Series 2022B Bonds, 
provide by first class mail to the Holders of at least $1,000,000 in aggregate principal amount of Series 2022B Bonds 
all reports, notices and other information thereafter received by the Trustee in connection with the Project and the 
Bonds at the cost of the Company.  If no Senior Bonds remain Outstanding, the same remedies available with respect 
to the Senior Bonds, as set forth in the Indenture will be available with respect to the Series 2022B Bonds. 

Further, in the event the Trustee fails to pay the Holders of the Series 2022B Bonds scheduled payments on 
the Series 2022B Bonds from funds rightfully on deposit in the Excess Revenue Fund when permitted to be paid 
pursuant to the Indenture, or the Trustee is not properly allocating the Revenues under the Indenture to the Excess 
Revenue Fund and any other Account created exclusively for the Series 2022B Bonds, in accordance with the priorities 
set forth in the Indenture, and the terms and provisions thereof, the Holders of the Series 2022B Bonds will have the 
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right by mandamus or other suit, action or proceeding at law or in equity to compel the Trustee to make such payments 
or allocations in accordance with the priorities set forth in the Indenture, and the terms and the provisions thereof; 
provided, that except as expressly set forth in the Indenture, such action will not be at the expense of the Revenues 
and other assets pledged under the Indenture. 

Trust Estate 

To secure the payment of the principal of, premium, if any, and interest on, all Senior Bonds at any time 
Outstanding under the Indenture, according to their tenor and true intent and meaning, and all other amounts due from 
time to time under the Indenture, including those due to the Trustee, and other obligations of any kind or nature owed 
by the Obligors to the Senior Bondholders, whether direct or indirect, liquidated or contingent, presently existing or 
arising in the future, whether for principal, interest (including, without limitation, interest after the filing of a petition 
initiating any Bankruptcy Event), fees, expenses (including attorney’s fees) or otherwise and to secure the performance 
and observance of all of the covenants, agreements, obligations and conditions contained in the Senior Bonds and the 
Indenture (collectively, the “Senior Secured Obligations”), the Authority will convey, assign and pledge to the Trustee 
and its successors and assigns, and grant to the Trustee and its successors and assigns a lien on and security interest 
in, all of the Authority’s right, title and interest in and to all of the following, which in all cases exclude the Authority’s 
Reserved Rights (collectively, the “Trust Estate”): 

(a) subject to application as provided in the Indenture, all Revenues received or receivable under the 
Indenture and all moneys and securities held from time to time by the Trustee in the Funds and Accounts created in 
the Indenture or pursuant to a Supplemental Indenture; 

(b) other than the Authority’s Reserved Rights, all of the Authority’s rights (but none of the Authority’s 
obligations) under, in and to the Loan Agreement and the Promissory Notes, including without limitation all rights of 
enforcement and all Loan Repayments and other payments made or to be made thereunder; 

(c) other than the Authority’s Reserved Rights, any and all interest and rights of the Authority in any 
and all instruments, documents or contracts that secure the obligations of the Company Parties; 

(d) any liquidated or actual or consequential damages received by the Authority or the Trustee from any 
source pursuant to any Project Document or otherwise relating to the Project or the acquisition, development, design, 
construction, equipping or operation thereof; 

(e) Net Insurance Proceeds (including any proceeds of any business interruption insurance) and Net 
Condemnation Proceeds; 

(f) any and all other funds, assets, rights and any and all other real or personal property of every name 
and nature and interests concurrently with the Indenture or from time to time thereafter by delivery or by writing 
mortgaged, pledged, assigned, delivered or hypothecated to the Trustee as and for additional security under the 
Indenture by the Authority or by anyone on its behalf or on behalf of any Company Party; provided that any additional 
security may, as provided herein or in a Supplemental Indenture, be provided for specific Senior Bonds and may 
secure the payment only of such Senior Bonds; and 

(g) all of the proceeds of the foregoing, including all earnings on amounts on deposit from time to time 
in any of the Funds and Accounts created under the Indenture or under any of the other Security Documents. 

Pursuant to the Indenture, the Trustee will establish a Senior Debt Service Reserve Fund with respect to the 
Series 2022A Bonds.  The amount deposited in the Senior Debt Service Reserve Fund is $10,464,439.50. Amounts 
on deposit in the Senior Debt Service Reserve Fund shall be used solely for the purpose of securing the payment of 
interest (representing 2022A Cash Interest) on the 2022A Bonds.   See “FUNDS AND ACCOUNTS AND FLOW OF 
FUNDS – Description of Funds and Accounts – Senior Debt Service Reserve Fund.” 
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FUNDS AND ACCOUNTS AND FLOW OF FUNDS 

Certain information with respect to the Funds and Accounts established under the Indenture is set forth below.  
Reference is made to the Indenture for the detailed provisions thereof. 
 
Funds and Accounts Under the Indenture 

The following funds and accounts will be established and created under the Indenture (collectively, the 
“Funds and Accounts”): 

i. Revenue Fund 

ii. Project Fund 

a. Project Accounts, including the 2022 Project Account 

b. Capitalized Interest Accounts, including the 2022A Capitalized Interest Account 

c. Costs of Issuance Accounts, including the 2022 Costs of Issuance Account (and within the 
2022 Costs of Issuance Account, one or more subaccounts, if any) 

iii. Operating and Maintenance Fund 

iv. Debt Service Fund 

a. Senior Interest Account 

b. Senior Principal Account 

v. Senior Debt Service Reserve Fund 

vi. Operating Reserve Fund 

vii. Repair and Replacement Reserve Fund 

viii. Capital Lease Fund 

ix. Working Capital Fund (and within the Working Capital Fund, one or more subaccounts) 

x. Surplus Fund 

xi. Excess Revenue Fund 

Deposits and Flow of Funds 

Under the terms of the Loan Agreement and the granting clauses of the Indenture, the Revenues are directed 
to be paid directly by the Company to the Trustee for deposit to the Revenue Fund.  The Trustee shall also deposit to 
the Revenue Fund (i) earnings and proceeds of investments of money in the Revenue Fund and (ii) all other moneys 
received by the Trustee with written direction from the Company for deposit to the Revenue Fund.  See “FUNDS 
AND ACCOUNTS AND FLOW OF FUNDS – Description of Funds and Accounts – Revenue Fund.”   

Disbursements from Revenue Fund While Senior Bonds Remain Outstanding.  Absent the indefeasible 
payment in full in cash of all Senior Secured Obligations to the Senior Bondholders, on each Monthly Funding Date, 
the Trustee shall withdraw moneys from the Revenue Fund and apply such moneys to the deposits and payments 
indicated below, in the following amounts and in the following order of priority (and in the event there is not then on 
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deposit in the Revenue Fund sufficient moneys to make all of such deposits and payments, the deposits and payments 
shall be made from the Revenue Fund in the priority set forth below), together with the amount of any deficiencies 
remaining payable for prior months:  

First, to the Trustee, an amount equal to the outstanding Administrative Fees and Expenses of the Trustee, 
plus the cumulative amount of any deficiencies of such transfers remaining unpaid since the preceding Interest 
Payment Date and, then, to the Authority, an amount equal to (i) 1/12th of the Authority’s Annual Administrative Fee, 
which amounts shall be held in escrow by the Trustee and paid to the Authority on each January 1, commencing 
January 1, 2023, and (ii) the Administrative Fees and Expenses of the Authority (excluding any portions of the 
Authority’s Annual Administrative Fee), and any other amounts owed to the Authority with respect to the Authority’s 
Reserved Rights (including, without limitation, any indemnity amounts owing to the Authority under the Indenture or 
the Loan Agreement); 

Second, to the Operating and Maintenance Fund for the month, an amount the Company notifies the Trustee 
in writing is equal to the budgeted Operating and Maintenance Expenses other than those paid under priority First, as 
set out in the then current Annual Forecast for such month; 

Third, to the Senior Interest Account in the Debt Service Fund in each month, an amount equal to one sixth 
(1/6) of all 2022A Cash Interest which will be due and payable on all 2022A Bonds then Outstanding on the next 
succeeding Interest Payment Date, plus the cumulative amount of any deficiencies of such transfers occurring since 
the preceding Interest Payment Date, taking into account amounts held by the Trustee in the 2022A Capitalized Interest 
Account in the Project Fund to be applied or transferred to the Senior Interest Account on the next Interest Payment 
Date, provided, that in the calendar month immediately following each Interest Payment Date, the amount to be 
transferred shall be reduced by any amounts in the Senior Interest Account immediately prior to such transfer; 

Fourth, to the Capital Lease Fund, an amount the Company notifies the Trustee in writing is equal to the 
budgeted Capital Lease and equipment financing expenses for such month, as set out in the then current Annual 
Forecast; 

Fifth, to the Senior Debt Service Reserve Fund in each month, the amount, if any, required to make the 
amount on deposit therein equal to the Senior Debt Service Reserve Fund Requirement; 

Sixth, to the Operating Reserve Fund in each month beginning January 15, 2023, the amount of $125,000, 
until such time as the amount on deposit in the Operating Reserve Fund as of the date of deposit is equal to the 
Maximum Operating Reserve Fund Requirement, and thereafter the amounts described in “Description of the Funds 
and Accounts – Operating Reserve Fund” herein, as directed by the Company in writing; 

Seventh, to the Repair and Replacement Reserve Fund in each month beginning January 15, 2023, the 
amount of $41,667, until such time as the amount on deposit in the Repair and Replacement Reserve Fund as of the 
date of deposit is equal to the Maximum Repair and Replacement Reserve Fund Requirement, and thereafter the 
amounts described in “Description of the Funds and Accounts – Repair and Replacement Fund” herein, as directed by 
the Company in writing; 

Eighth, to Equity Members, Tax Distributions in the amount set forth in a Tax Distribution Certificate 
(Senior Bonds Outstanding); 

Ninth, to the Company in each month the amount shown on Schedule 1 attached to the Indenture to pay 
principal and interest due on the restructured Unsecured Promissory Notes then currently outstanding; 

Tenth, to the Working Capital Fund, an amount required to replenish the amount on deposit therein, to the 
extent drawn upon, to the greater of $10,000,000 or the amount the Company notifies the Trustee in writing is equal 
to 10% of Project Revenues calculated based on the trailing twelve months to the date of calculation; and 

Eleventh, to the Senior Principal Account, all amounts remaining (which amounts constitute the Available 
Revenues). 
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Disbursements from the Revenue Fund after no Senior Bonds Remain Outstanding.  After no Senior Bonds 
Remain Outstanding, on each Monthly Funding Date, the Trustee shall withdraw moneys from the Revenue Fund and 
apply such moneys to the deposits and payments indicated below, in the following amounts and in the following order 
of priority (and in the event there is not then on deposit in the Revenue Fund sufficient moneys to make all of such 
deposits and payments, the deposits and payments shall be made from the Revenue Fund in the priority set forth 
below), together with the amount of any deficiencies remaining payable for prior months: 

First, to the Trustee, an amount equal to the Administrative Fees and Expenses of the Trustee, plus the 
cumulative amount of any deficiencies of such transfers occurring since the preceding Interest Payment Date and, 
then, to the Authority, an amount equal to (i) 1/12th of the Authority’s Annual Administrative Fee, which amounts 
shall be held in escrow by the Trustee and paid to the Authority on each January 1, commencing January 1, 2023, and 
(ii) the Administrative Fees and Expenses of the Authority (excluding any portion of the Authority’s Annual 
Administrative Fee) and any other amounts owed to the Authority with respect to the Authority’s Reserved Rights 
(including, without limitation, any indemnity amounts owing to the Authority under the Indenture or the Loan 
Agreement); 

Second, to the Operating and Maintenance Fund in each month, an amount the Company notifies the Trustee 
in writing is equal to the budgeted Operating and Maintenance Expenses other than those paid under priority First, as 
set forth in the then current Annual Forecast for such month; 

Third, the Lateral Management Fee, including any Lateral Management Fees deferred while any Senior 
Bonds Remain Outstanding, and any other administrative fees due and owing that were not paid in priority First, 
above; 

Fourth, to the Operating Reserve Fund in each month the amount of $125,000, until such time as the amount 
on deposit in the Operating Reserve Fund as of the date of deposit is equal to the Maximum Operating Reserve Fund 
Requirement, and thereafter the amounts described in “Description of the Funds and Accounts – Operating Reserve 
Fund” herein, as directed by the Company in writing; 

Fifth, to the Repair and Replacement Reserve Fund in each month the amount of $41,667, until such time as 
the amount on deposit in the Repair and Replacement Reserve Fund as of the date of deposit is equal to the Maximum 
Repair and Replacement Reserve Fund Requirement, and thereafter the amounts described in “Description of the 
Funds and Accounts – Repair and Replacement Fund” herein, as directed by the Company in writing; 

Sixth, to the Capital Lease Fund, an amount the Company notifies the Trustee in writing is equal to the 
budgeted Capital Lease and equipment financing expenses for such month, as set forth in the then current Annual 
Forecast; 

Seventh, to the Working Capital Fund, an amount required to replenish the amount on deposit therein, to the 
extent drawn upon, to the greater of $10,000,000 or the amount the Company notifies the Trustee in writing is equal 
to 10% of Project Revenues calculated based on the trailing twelve months to the date of calculation; 

Eighth, to the Surplus Fund, any amounts remaining in the Revenue Fund; and 

Ninth, to the Excess Revenue Fund, any Excess Revenue. 

Any money remaining in the Revenue Fund after the right, title and interest of the Trustee in and to the Trust 
Estate and all covenants, agreements and other obligations of the Authority under this Indenture shall have ceased, 
terminated and become void and shall have been satisfied and discharged in accordance with Article X hereof, shall 
be paid to the Company. 
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Description of Funds and Accounts 

The following is a description of the Funds and Accounts established and created by the Indenture: 

Project Fund.  The Trustee will create and establish the Project Fund in the name of the Company to be held 
for the benefit of the Bondholders.  The Trustee will create and establish within the Project Fund, the 2022 Project 
Account and any other Project Account established by a Supplemental Indenture, the 2022A Capitalized Interest 
Account and any other Capitalized Interest Account established by a Supplemental Indenture, and the 2022 Costs of 
Issuance Account (and within the 2022 Costs of Issuance Account, one or more subaccounts, if any) and any other 
Costs of Issuance Accounts established by a Supplemental Indenture. 

2022 Project Account.  On the Closing Date, the Trustee will deposit to the Project Account approximately 
$46,328,257.54.  Moneys credited to the 2022 Project Account are required to be invested and reinvested from time 
to time in Investment Securities at the written direction of an Authorized Company Representative, and all investment 
earnings thereon and proceeds thereof are required to be deposited to the 2022 Project Account.  The Trustee is 
required to also transfer to the 2022 Project Account liquidated damages received pursuant to any Project Construction 
Document, any payments received from any performance and/or payment bond for delay damages, Net Condemnation 
Proceeds, and Net Insurance Proceeds, when accompanied by written direction from the Company to deposit such 
amounts in the 2022 Project Account. 

No more than twice a month, the Trustee shall disburse money from the 2022 Project Account to pay to, or 
upon the order of, the Company, or to reimburse the Company for the payment of, Project Costs, in each case, upon 
receipt by the Trustee of a Project Costs Requisition from the Company, executed by an Authorized Company 
Representative and accompanied by an executed Construction Monitor Certificate; provided, however, that the Trustee 
may disburse money from the 2022 Project Account more frequently than twice a month if such disbursements are 
made with respect to a Restoration or Replacement Plan.  All payments made from the 2022 Project Account pursuant 
to Project Costs Requisitions shall be presumed to be made properly, and the Trustee shall not be required to see to 
the application of any payments made from the 2022 Project Account, to determine the propriety of any such Project 
Costs Requisition so long as such Project Costs Requisition has been signed by an Authorized Company 
Representative (provided the Trustee shall not be required to determine the authenticity of such signature) or otherwise 
to make any investigation or inquiry into the purposes for which disbursements are made from the 2022 Project 
Account. 

Upon receipt by the Trustee of a Final Completion Certificate signed by an Authorized Company 
Representative and a Windfall Completion Certificate signed by an authorized representative of the Construction 
Monitor, the Trustee shall retain in the 2022 Project Account such amounts as are indicated in the Final Completion 
Certificate required to pay remaining Project Costs and shall transfer the remaining balance of the 2022 Project 
Account to the Debt Service Fund. Any Amount remaining after receipt by the Trustee of written notice from an 
Authorized Company Representative that all Project Costs have been paid and all conditions for paying retained funds 
have been satisfied or waived to be transferred promptly upon receipt of such notice to the Senior Principal Account 
in the Debt Service Fund to be applied to the payment of the principal of the Series 2022A Bonds, at which time the 
2022 Project Account will be closed. 

2022A Capitalized Interest Account.  On the Closing Date, the Trustee shall deposit to the 2022A Capitalized 
Interest Account $8,771,446.71, representing 2022A Cash Interest accruing on the Series 2022A Bonds from the 
Closing Date through January 1, 2023, including the interest on the 2022A PIK Amount accruing on July 1, 2022.  
The Trustee shall also deposit to the 2022A Capitalized Interest Account any transfer from the 2022 Costs of Issuance 
Account pursuant to the Indenture.  Moneys credited to the 2022A Capitalized Interest Account shall be invested and 
reinvested from time to time in Investment Securities at the written direction of an Authorized Company 
Representative, and all investment earnings thereon and proceeds thereof shall be credited to the 2022A Capitalized 
Interest Account. Funds shall be transferred by the Trustee from the 2022A Capitalized Interest Account to the Senior 
Interest Account in the Debt Service Fund on the dates and in the amounts shown in the Indenture.  Once all of the 
transfers set forth in the Indenture have been made, any money remaining in the 2022A Capitalized Interest Account 
shall be transferred to the Senior Interest Account in the Debt Service Fund and the 2022A Capitalized Interest 
Account shall be closed.   
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2022 Costs of Issuance Account.  On the Closing Date, the Trustee shall deposit to the Costs of Issuance 
Account $4,624,217.44.  On or after the Closing Date, the Trustee shall make the payments from the 2022 Costs of 
Issuance Account upon receipt of a requisition executed by an Authorized Company Representative.  On such date 
that the Company notifies the Trustee in writing that all Costs of Issuance of the Series 2022 Bonds have been paid, 
any money remaining in the 2022 Costs of Issuance Account shall be transferred to the 2022A Capitalized Interest 
Account and the 2022 Costs of Issuance Account shall be closed. 

Revenue Fund.  The Trustee shall create and establish the Revenue Fund in the name of the Company.  The 
Trustee shall deposit to the Revenue Fund:  (i) all Revenues, including all Additional Payments received from the 
Company pursuant to the Loan Agreement (other than amounts representing amounts due to the Trustee for fees, 
expenses, indemnification and reimbursement which the Trustee shall retain); provided, the Company shall direct any 
liquidated damages received pursuant to any Project Construction Documents are to be transferred directly to the 2022 
Project Account; provided further that if the Series 2022 Bonds are to undergo an extraordinary optional redemption, 
such amounts, as well as any Net Insurance Proceeds and/or Net Condemnation Proceeds will be applied to such 
extraordinary optional redemption; (ii) all net earnings and proceeds of investments of money in the Revenue Fund; 
and (iii) all other moneys received by the Trustee with written direction from the Company for deposit to the Revenue 
Fund.  

On the Monthly Funding Date, the Trustee shall withdraw moneys from the Revenue Fund and apply such 
moneys to the deposits and in the amounts and in the order of priority described under “Deposits and Flow of Funds” 
above.  Any money remaining in the Revenue Fund after the right, title and interest of the Trustee in and to the Trust 
Estate and all covenants, agreements and other obligations of the Authority under the Indenture shall have ceased, 
terminated and become void and shall have been satisfied and discharged in accordance with the Indenture, shall be 
paid to the Company. 

Operating and Maintenance Fund.  The Trustee shall create and establish the Operating and Maintenance 
Fund in the name of the Company.  The Trustee shall deposit to the Operating and Maintenance Fund the moneys 
from the Revenue Fund required to be deposited to the Operating and Maintenance Fund pursuant to the Indenture; as 
received, all earnings and proceeds of investment of money in the Operating and Maintenance Fund; and all other 
money delivered to the Trustee with written direction from the Company to deposit such amount in the Operating and 
Maintenance Fund.   

The Trustee shall disburse moneys in the Operating and Maintenance Fund (i) to transfer to the Company 
Operating Account held by the Company to pay, or to pay upon the order of the Company, Operating and Maintenance 
Expenses, on not more than a weekly basis upon receipt by the Trustee of written requisitions for Operating and 
Maintenance Expenses, executed by an Authorized Company Representative, (ii) to pay Administrative Fees and 
Expenses of the Trustee and (iii) to pay the Authority’s Annual Administrative Fee, the Administrative Fees and 
Expenses of the Authority, and any additional fees and expenses of the Authority provided in writing by the Authority.   

In the event that the amounts on deposit in the Revenue Fund are insufficient to make the transfers to the 
Operating and Maintenance Fund required by the Indenture or if for any reason the amount credited to the Operating 
and Maintenance Fund is not sufficient to pay any requisition conforming to the requirements of the Indenture or to 
pay when due any Administrative Fees and Expenses of the Trustee, the Authority’s Annual Administrative Fee and 
any Administrative Fees and Expenses of the Authority, the Trustee shall transfer to the Trustee and the Authority, as 
applicable, the amounts required to pay such Administrative Fees and Expenses of the Trustee, the Authority’s Annual 
Administrative Fee and any Administrative Fees and Expenses of the Authority and/or to the Operating and 
Maintenance Fund the amounts required to pay such Operating and Maintenance Expenses, in that order (or the 
balances available if less than such amount), (i) absent the indefeasible payment in full in cash of all Senior Secured 
Obligations to the Senior Bondholders, from the Senior Principal Account, Working Capital Fund, Repair and 
Replacement Reserve Fund, and Operating Reserve Fund, in that order, and (ii) after no Senior Bonds Remain 
Outstanding, from the Excess Revenue Fund, Surplus Fund, Working Capital Fund, Repair and Replacement Reserve 
Fund, and Operating Reserve Fund, in that order. 

Debt Service Fund.  The Trustee shall create and establish the Debt Service Fund to be held for the benefit 
of the Senior Bondholders, with a Senior Interest Account and a Senior Principal Account.  The Senior Interest 
Account and the Senior Principal Account therein shall be used solely for the purpose of paying when due the principal 
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of, premium, if any, and interest on the Senior Bonds in the manner provided in the Indenture and in any Supplemental 
Indenture providing for a series of Senior Bonds. 

Senior Interest Account.  The Trustee shall deposit to the Senior Interest Account the moneys from the 
Revenue Fund required to be deposited therein by the Indenture; all amounts required to be transferred from the 2022A 
Capitalized Interest Account pursuant to the Indenture; upon receipt from the Company, on the Business Day on which 
any Senior Bonds are subject to redemption prior to maturity or are subject to acceleration pursuant to the Indenture, 
an amount equal to the accrued interest on the aggregate principal amount of such Senior Bonds to be redeemed or 
paid on such date; as received, all earnings and proceeds of investment of money in the Senior Interest Account; and 
all other money delivered to the Trustee with written direction from the Company to deposit such amount in the Senior 
Interest Account. 

The Trustee shall disburse money on deposit in the Senior Interest Account to pay on each Interest Payment 
Date the interest due and payable on the Outstanding Senior Bonds and on each date fixed for redemption prior to 
maturity or on the acceleration date, the interest due and payable on the Senior Bonds to be redeemed or purchased. 

If on the Business Day immediately preceding an Interest Payment Date the balance in the Senior Interest 
Account is not sufficient to pay the interest due on the Outstanding Senior Bonds on such Interest Payment Date and 
if amounts then available in the Revenue Fund are not sufficient to cure the deficiency, the Trustee shall transfer to 
the Senior Interest Account the amount necessary (or the remaining funds if less than the required amount) to cure 
such deficiency from the Senior Principal Account, the Working Capital Fund, the Repair and Replacement Reserve 
Fund, and the Operating Reserve Fund, in that order; provided that, in the event that on the Business Day immediately 
preceding an Interest Payment Date, there are sufficient funds on deposit in the Revenue Fund to cure such deficiency, 
the Trustee shall transfer the amount required to cure such deficiency from the Revenue Fund to the Senior Interest 
Account on the Business Day immediately preceding the applicable Interest Payment Date. 

Senior Principal Account.  The Trustee shall deposit to the Senior Principal Account the moneys from the 
Revenue Fund required to be deposited therein by the Indenture; upon receipt from the Company, on the Business 
Day on which any Senior Bonds are subject to redemption prior to maturity (other than by mandatory redemption) or 
are subject to acceleration pursuant to the Indenture, an amount equal to the aggregate principal amount of the Senior 
Bonds to be redeemed or paid on such date plus premium thereon, if any; as received, all earnings and proceeds of 
investment of money in the Senior Principal Account; and all other money delivered to the Trustee with written 
direction from the Company to deposit such amount in the Senior Principal Account. 

The Trustee shall disburse money on deposit in the Senior Principal Account to pay at maturity the principal 
due and payable on the Outstanding Senior Bonds and on each date fixed for redemption prior to maturity (including 
each Mandatory Redemption Date), the aggregate principal amount of the Senior Bonds to be redeemed, plus premium 
thereon, if any. 

If on the Business Day immediately preceding the maturity date of the Series 2022A Bonds, the balance in 
the Senior Principal Account is not sufficient to pay the principal due on the Outstanding Senior Bonds , and if amounts 
then available in the Revenue Fund are not sufficient to cure the deficiency, the Trustee shall transfer to the Senior 
Principal Account, the amount necessary (or the remaining funds if less than the required amount) to cure such 
deficiency from the Working Capital Fund, the Repair and Replacement Reserve Fund, the Operating Reserve Fund, 
and the Senior Debt Service Reserve Fund, in that order; provided that, in the event that on the Business Day 
immediately preceding the maturity date of the Series 2022A Bonds, there are sufficient funds on deposit in the 
Revenue Fund to cure such deficiency, the Trustee shall transfer the amount required to cure such deficiency from the 
Revenue Fund to the Senior Principal Account on the Business Day immediately preceding the maturity date of the 
Series 2022A Bonds. 

Senior Debt Service Reserve Fund.  The Trustee shall create and establish the Senior Debt Service Reserve 
Fund to be held for the benefit of the Holders of the Senior Bonds.  Amounts on deposit in the Senior Debt Service 
Reserve Fund shall be used solely for the purpose of securing the payment of the principal of and interest on all 
Outstanding Senior Bonds.  An amount equal to $10,464,439.50 representing the Initial Debt Service Reserve Fund 
Deposit, will be deposited into the Senior Debt Service Reserve Fund on the Closing Date from proceeds of the Series 
2022A Bonds.  Amounts on deposit in the Senior Debt Service Reserve Fund shall be used solely for the purpose of 
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securing the payment of interest (representing 2022A Cash Interest) on the Series 2022A Bonds.  If the amount on 
deposit in the Senior Debt Service Reserve Fund is less than the Senior Debt Service Reserve Fund Requirement as 
the result of a draw upon the Senior Debt Service Reserve Fund to pay the 2022A Cash Interest due on the Series 
2022A Bonds, the Senior Debt Service Reserve Fund shall be replenished from the Revenue Fund.  In the event 
amounts on deposit in the Senior Debt Service Reserve Fund exceed the Senior Debt Service Reserve Fund 
Requirement as of any monthly valuation date, such excess amount shall be released from the Senior Debt Service 
Reserve Fund to the Revenue Fund. 

If by 1:00 p.m. New York City time on the Business Day immediately preceding an Interest Payment Date 
for the Series 2022A Bonds, there are insufficient funds on deposit in the Senior Interest Account to pay the interest 
on the Series 2022A Bonds due and payable on such Interest Payment Date, the Trustee shall transfer from the Senior 
Debt Service Reserve Fund to the Senior Interest Account the amount necessary, together with the amounts available 
therefor in the Senior Interest Account to pay the interest then due, after making the transfers to the Senior Interest 
Account from the Senior Principal Account, Working Capital Fund, Repair and Replacement Reserve Fund, and 
Operating Reserve Fund, in that order. 

If the amount on deposit in the Senior Debt Service Reserve Fund is less than the Senior Debt Service Reserve 
Fund Requirement as the result of either a draw upon the Senior Debt Service Reserve Fund or a loss of value of the 
Investment Securities on deposit therein, the Trustee shall notify the Authority and the Company in writing that a 
deficiency in the Senior Debt Service Reserve Fund exists, and the Trustee shall transfer from the Revenue Fund to 
the Senior Debt Service Reserve Fund in accordance with the priority set forth under “FUNDS AND ACCOUNTS 
AND FLOW OF FUNDS – Deposits and Flow of Funds” an amount equal to such deficiency to restore the amount 
on deposit in the Senior Debt Service Reserve Fund to the Senior Debt Service Reserve Fund Requirement; provided, 
that if the Senior Debt Service Reserve Fund is not fully replenished within two months after receipt by the Company 
of such notice, the Majority Senior Bondholder shall be able to exercise their rights to direct operations in accordance 
with the Indenture.  Amounts on deposit in the Senior Debt Service Reserve Fund in excess of the Senior Debt Service 
Reserve Fund Requirement as of the monthly valuation date shall be transferred to the Revenue Fund. 

The Series 2022B Bonds are not secured by the Senior Debt Service Reserve Fund. 

Operating Reserve Fund.  The Trustee shall create and establish the Operating Reserve Fund in the name of 
the Company.  The Trustee shall deposit to the Operating Reserve Fund (i) the amounts required to be deposited from 
the Revenue Fund pursuant to the Indenture, (ii) as received, earnings and proceeds of investment of money in the 
Operating Reserve Fund and (iii) all other money delivered to the Trustee with written direction from the Company for 
deposit to the Operating Reserve Fund.   

Amounts in the Operating Reserve Fund shall be used to pay Operating and Maintenance Expenses if funds 
in the Operating and Maintenance Fund or the Revenue Fund are not sufficient to pay such Operating and Maintenance 
Expenses.   

In addition, if by 1:00 p.m., New York City time, on the Business Day immediately preceding the maturity 
date of the Series 2022A Bonds, there are insufficient funds on deposit in the Senior Principal Account to pay the 
principal due on the Outstanding Series 2022A Bonds, the Trustee shall transfer from the Operating Reserve Fund to 
the Senior Principal Account in the Debt Service Fund the amounts necessary to remedy any such insufficiencies after 
making the transfers to the Senior Principal Account from the Working Capital Fund and the Repair and Replacement 
Reserve Fund, in that order.  No Operating Reserve Requisition shall be required in connection with any such transfer. 

If the amount on deposit in the Operating Reserve Fund is less than the Maximum Operating Reserve Fund 
Requirement as the result of either a draw upon the Operating Reserve Fund or a loss of value of the Investment 
Securities on deposit therein, the Trustee shall notify the Authority and the Company in writing that a deficiency in 
the Operating Reserve Fund exists, and the Trustee shall transfer from the Revenue Fund to the Operating Reserve 
Fund in accordance with the priority set forth under “– Deposits and Flow of Funds” an amount equal to the lesser of 
$125,000 per month or such amount necessary to fund the Maximum Operating Reserve Fund Requirement pursuant 
to the Indenture.  Amounts on deposit in the Operating Reserve Fund in excess of the Maximum Operating Reserve 
Fund Requirement on any date of valuation in accordance with the Indenture will be transferred to the Revenue Fund.  
A draw on the Operating Reserve Fund shall not constitute an Event of Default under the Indenture if the Operating 
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Reserve Fund is replenished to the Maximum Operating Reserve Fund Requirement within the later of (i) 180 days 
after such draw and (ii) such period as is required to replenish the Operating Reserve Fund at a rate of $125,000 per 
month.  

The Maximum Operating Reserve Fund Requirement is $1,500,000. 

Repair and Replacement Reserve Fund.  The Trustee shall create and establish the Repair and Replacement 
Reserve Fund in the name of the Company.  The Trustee shall deposit to the Repair and Replacement Reserve Fund 
(i) the amounts required to be deposited from the Revenue Fund pursuant to the Indenture, (ii) as received, earnings 
and proceeds of investment of money in the Repair and Replacement Reserve Fund and (iii) all other money delivered 
to the Trustee with written direction from the Company for deposit to the Repair and Replacement Reserve Fund.   

Amounts on deposit in the Repair and Replacement Reserve Fund shall be used to pay, or to reimburse the 
Company for the payment of, costs of capital improvements or repairs to, or expenses of operating and maintaining, 
the Project in excess of the amounts budgeted for such costs or expenses in the Annual Forecast and Maintenance Plan 
prepared by the Company pursuant to the Loan Agreement and on file with the Trustee (but the Trustee shall have no 
duty or obligation to review such Annual Forecast and Maintenance Plan).  The Company may not submit an R&R 
Requisition requesting amounts on deposit in the Repair and Replacement Reserve Fund to be used for capital costs 
of new construction projects or new property that is neither a renewal nor a replacement of the Project. 

If by 1:00 p.m., New York City time, on the Business Day immediately preceding the maturity date of the 
Series 2022A Bonds, there are insufficient funds on deposit in the Senior Principal Account to pay the principal due 
on the Outstanding Series 2022A Bonds, the Trustee shall transfer from the Repair and Replacement Reserve Fund to 
the Senior Principal Account in the Debt Service Fund, the amounts necessary to remedy any such insufficiencies 
after making the transfers to the Senior Principal Account from the Working Capital Fund.  No R&R Requisition shall 
be required in connection with any such transfer.   

If the amount on deposit in the Repair and Replacement Reserve Fund is less than the Maximum Repair and 
Replacement Reserve Fund Requirement as the result of either a draw upon the Repair and Replacement Reserve Fund 
or a loss of value of the Investment Securities on deposit therein, the Trustee shall notify the Authority and the 
Company in writing that a deficiency in the Repair and Replacement Reserve Fund exists, and the Trustee shall transfer 
from the Revenue Fund to the Repair and Replacement Reserve Fund in accordance with the priority set forth under 
“– Deposits and Flow of Funds” an amount equal to the lesser of $41,667 per month or such amount necessary to fund 
the Repair and Replacement Reserve Fund to the Maximum Repair and Replacement Reserve Fund Requirement 
pursuant to the Indenture.   

Amounts on deposit in the Repair and Replacement Reserve Fund in excess of the Maximum Repair and 
Replacement Reserve Fund Requirement shall be transferred to the Revenue Fund.  Upon the redemption or 
defeasance of all Outstanding Bonds pursuant to the Indenture, the amounts on deposit in the Repair and Replacement 
Reserve Fund shall be distributed to the Company. 

The Maximum Repair and Replacement Reserve Fund Requirement is $500,000. 

Capital Lease Fund.  The Trustee shall create and establish the Capital Lease Fund in the name of the 
Company.  The Trustee shall deposit to the Surplus Fund the amounts required to be deposited from the Revenue Fund 
pursuant to the Indenture; as received, all earnings and proceeds of investment of money in the Capital Lease Fund; 
and all other money delivered to the Trustee with written direction from the Company to deposit such amount in the 
Capital Lease Fund. 

The Trustee shall disburse moneys in the Capital Lease Fund to the Company to pay, or to pay upon the order 
of the Company, Capital Lease and equipment financing expenses, not more than twice per month upon receipt by the 
Trustee of written requisitions for Capital Lease and equipment financing expenses, in substantially the form attached 
to the Indenture. 
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In the event that the amounts on deposit in the Revenue Fund are insufficient to make the transfers to the 
Capital Lease Fund required by the Indenture or if for any reason the amount credited to the Capital Lease Fund is not 
sufficient to pay any requisition conforming to the requirements of the Indenture, the Trustee shall transfer to the 
Capital Lease Fund the amounts required to pay such Capital Lease and equipment financing expenses, (i) while any 
Senior Bonds Remain Outstanding, from the Senior Principal Account, Working Capital Fund, Repair and 
Replacement Reserve Fund, and Operating Reserve Fund, in that order, and (ii) after no Senior Bonds Remain 
Outstanding, from the Excess Revenue Fund, Surplus Fund and Working Capital Fund, in that order. 

Working Capital Fund.  The Trustee shall create and establish the Working Capital Fund in the name of 
the Company.  The Trustee shall deposit to the Working Capital Fund: (i) $10,000,000 on the Closing Date; (ii) the 
moneys from the Revenue Fund required to be deposited to the Working Capital Fund pursuant to the Indenture; (iii) 
as received, all earnings and proceeds of investment of money in the Working Capital Fund; and (iv) all other money 
delivered to the Trustee with written direction from the Company to deposit such amount in the Working Capital Fund. 

Monies in the Working Capital Fund constituting Series 2022A Bond proceeds shall be disbursed before any 
other monies in the Working Capital Fund.  Not more than once per week, the Trustee shall disburse money from the 
Working Capital Fund to pay to, or upon the order of, the Company, or to reimburse the Company for the payment of, 
Project Costs constituting working capital purposes, including inventory and payroll expenses, in each case, upon 
receipt by the Trustee of a Working Capital Requisition from the Company executed by an Authorized Company 
Representative; provided, however, that the Trustee may disburse money from the Working Capital Fund more 
frequently than once per week if the Company certifies to the Trustee that such disbursements are made with respect 
to a Restoration or Replacement Plan.  All payments made from the Working Capital Fund pursuant to Working 
Capital Requisitions shall be presumed to be made properly, and the Trustee shall be entitled to rely on the Working 
Capital Requisition as to compliance by the Company with any requirements concerning the expenditure of working 
capital so long as such Working Capital Requisition has been signed by an Authorized Company Representative 
(provided the Trustee shall not be required to determine the authenticity of such signature) or otherwise to make any 
investigation or inquiry into the purposes for which disbursements are made from the Working Capital Fund. 

Surplus Fund.  The Trustee shall create and establish the Surplus Fund in the name of the Company.  After 
no Senior Bonds Remain Outstanding, the Trustee shall deposit to the Surplus Fund the amounts required to be 
deposited from the Revenue Fund pursuant to the Indenture.  

Commencing with the first Monthly Funding Date after no Senior Bonds Remain Outstanding, and on each 
Monthly Funding Date thereafter, 75% of the amount on deposit in the Surplus Fund (the “Excess Revenue”) shall be 
deposited to the Excess Revenue Fund, provided that all of the Funds and Accounts under this Indenture are fully 
funded at the required levels and no Event of Default has occurred and is continuing, and no event has occurred and 
no condition exists with respect to the Company that, with the passage of time or with the giving of notice or both, 
would constitute an Event of Default (the “Restricted Payment Conditions”). 

After making the deposit to the Excess Revenue Fund required above, amounts on deposit from time to time 
in the Surplus Fund shall be distributed to an account as directed in writing by the Company on the Monthly Funding 
Date immediately prior to each Interest Payment Date for general corporate purposes of the Company, provided that 
the Trustee has received a certificate of the Company executed by an Authorized Company Representative certifying 
that the Restricted Payment Conditions have been met.  The Trustee may rely upon such certification in making any 
disbursements from the Surplus Fund. 

After making the deposit to the Excess Revenue Fund required above, amounts on deposit from time to time 
in the Surplus Fund may be distributed to an account as directed in writing by the Company on the Monthly Funding 
Date immediately prior to each Interest Payment Date to pay Tax Distributions, if any, provided that the Repair and 
Replacement Reserve Fund and the Operating Reserve Fund are fully funded at the required levels or have been filled 
at the minimum required monthly levels during the previous Fiscal Quarter (collectively, the “Tax Distribution 
Conditions”).  Prior to making any such distributions, the Trustee shall have received a certificate of the Company, 
substantially in the form attached to the Indenture executed by an Authorized Company Representative, certifying that 
the Tax Distribution Conditions have been satisfied as of such Monthly Funding Date.  The Trustee may rely upon 
such certification in making any disbursements from the Surplus Fund. 
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Excess Revenue Fund.  The Trustee shall create and establish the Excess Revenue Fund in the name of the 
Company.  After no Senior Bonds Remain Outstanding, the Trustee shall deposit to the Excess Revenue Fund the 
amounts required to be deposited from the Surplus Fund pursuant to the Indenture.  

After no Senior Bonds Remain Outstanding, the Trustee shall disburse money on deposit in the Excess 
Revenue Fund (A) first, to pay on each Subordinate Bond Payment Date the interest due and payable on the 
Outstanding Series 2022B Bonds, provided, however, that to the extent there are insufficient funds available in the 
Excess Revenue Fund on any Subordinate Bond Payment Date to pay at least $1.00 of interest for every $1,000 of 
Outstanding principal amount of Series 2022B Bonds, there will be no distribution to Bondholders on such 
Subordinate Bond Payment Date and any funds available in the Excess Revenue Fund will remain in the Excess 
Revenue Fund until the following Subordinate Bond Payment Date; (B) second, to the extent available, any Excess 
Revenue remaining after paying such interest shall be used to prepay principal on the Outstanding Series 2022B 
Bonds; and (C) third, on each date fixed for redemption prior to maturity or on the purchase date, the interest on, and 
the aggregate principal amount of the Series 2022B Bonds to be redeemed or purchased (including any 2022B PIK 
Amounts).  On the first date upon which no Bonds remain Outstanding, any and all moneys in the Excess Revenue 
Fund shall be transferred by the Trustee to the Company. 

In no event shall amounts on deposit in the Excess Revenue Fund be disbursed to pay principal or interest on 
the Series 2022B Bonds if: (1) any of the Funds and Accounts under the Indenture are not fully funded at the required 
levels; or (2) an Event of Default has occurred and is continuing, or any event has occurred or any condition exists 
with respect to the Company that, with the passage of time or with the giving of notice or both, would constitute an 
Event of Default. 

PRINCIPAL FINANCING DOCUMENTS 

Certain provisions of the Loan Agreement, the Indenture, the Deed of Trust, the Security Agreement, the 
Collateral Assignment and the Consents (each, a “Principal Financing Document,” and collectively, the “Principal 
Financing Documents”) are described below.  Reference is made to each Principal Financing Document for the 
detailed provisions thereof.   

Loan Agreement 

The Loan and Repayment.  Pursuant to the Loan Agreement, the Company agrees that on or before each 
day on which a payment of principal of, premium, if any, and/or interest on the Series 2022 Bonds is due and payable 
under the terms thereof and of the Indenture, including the disbursement provisions of the Indenture, whether at 
maturity, or upon optional redemption, mandatory redemption, or upon acceleration, the Company is required to cause 
to be paid to the Trustee such amount as is necessary to pay the principal of, premium, if any, and/or interest on the 
Series 2022 Bonds; provided that the principal of and interest on the Series 2022B Bonds shall be paid solely from, 
and to the extent of, amounts on deposit in the Excess Revenue Fund.  Each payment to the Trustee described in this 
paragraph (the “Loan Repayments”) is required to be in immediately available funds in lawful money of the United 
States of America and paid to the Trustee at its Corporate Trust Office, and to be held, invested, disbursed and applied 
as provided in the Indenture. 

The Company is entitled to a credit against its payment obligations described in this section in an amount 
equal to the amount applied by the Trustee under the Indenture from the Revenue Fund to the Series 2022A Bonds 
under the provisions of the Indenture governing disbursements from the Revenue Fund.  To the extent the payment of 
interest on the Series 2022A Bonds is paid from the Capitalized Interest Account, such payment shall be considered a 
Loan Repayment.  The obligation of the Company to make any payment required by the Loan Agreement described 
in the paragraph above will be deemed to have been satisfied to the extent of any corresponding payment made by the 
Company to the Trustee under the respective Note.  The Company agrees that the Loan Repayments shall be a net 
return to the Authority over and above any taxes or charges of any nature whatsoever which may be currently or 
hereafter be imposed on the receipts of the Authority under the Loan Agreement.  

Obligations of the Company Unconditional.  The obligations of the Company to make the Loan 
Repayments required under the Loan Agreement and the Company Parties to perform and observe the other 
agreements on its part contained in the Loan Agreement are absolute and unconditional, and may not be abated, 
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rebated, set-off, reduced, abrogated, terminated, waived, diminished, postponed or otherwise modified in any manner 
or to any extent whatsoever, while any Senior Bonds remain Outstanding, regardless of any Force Majeure or 
otherwise, including, without limiting the generality of the foregoing, any acts or circumstances that may constitute 
failure of consideration, eviction or constructive eviction, the taking by eminent domain or destruction of or damage 
to the Project, commercial frustration of purpose, or any change in the laws of the United States of America or of the 
State or any political subdivision of either or in the rule or regulations of any Governmental Authority.  The Company 
is required to pay the Loan Repayments regardless of any rights of set-off, recoupment, abatement or counterclaim 
that the Company might otherwise have against the Authority, the Trustee, or any other party or parties.  The 
Company’s obligation to pay Loan Repayments is subject to the Indenture and in its agreements with the Authority 
and the Trustee.  Neither the Company’s obligation to make Loan Repayments, nor the Company’s obligation to make 
Additional Payments shall require any direct or indirect equity owner to make additional capital contributions to the 
Company or guaranty the adequacy of the Company’s capital under any circumstances. 

Certain Covenants. 

Completion and Payment of Cost Deficiencies.  The Company Parties will use their best efforts to complete 
the development, design, acquisition, construction and equipping, and to commence operation, of the Project at the 
earliest practicable date.  If the money available from the proceeds of the Series 2022 Bonds and any Additional Bonds 
are not sufficient to pay the Project Costs and/or Costs of Issuances of the Series 2022 Bonds in full, the Company is 
required to pay those Project Costs and/or Costs of Issuance of the Series 2022 Bonds in full from its own funds. The 
Project will be used by the Company Parties for the production and sale of lumber, engineered wood products, wood 
chips, sawdust, planer shavings and related byproducts and activities incidental thereto.  The Authority makes no 
warranty, either express or implied, that the money from the proceeds of the Series 2022 Bonds will be sufficient to 
pay the Project Costs or to pay the Costs of Issuance of the Series 2022 Bonds.  If the Company shall pay from its 
own funds any portion of the Project Costs or the Costs of Issuance of the Series 2022 Bonds, it shall not be entitled 
to any reimbursement therefor from the Authority, the Trustee or the Owners of any of the Series 2022 Bonds, nor 
shall it be entitled to any diminution in or postponement of the payments required to be paid by the Company 
hereunder. 

Permits, Licenses and Consents.  Each Company Party covenants and agrees that in the development, 
construction and operation of the Project, it will comply with all Laws, lawful ordinances, regulations and rulings of 
all Governmental Authorities having jurisdiction, will obtain and maintain or cause to be obtained and maintained all 
Governmental Approvals, permits and licenses required thereby, and will obtain or cause to be obtained all necessary 
consents and approvals and will observe and comply with all applicable covenants, conditions, restrictions, easements 
and other obligations affecting title to the land upon which the Project is situated, all to the extent that the failure to 
do so would have a Material Adverse Effect.   

Construction Monitor.  Until receipt of the Windfall Completion Certificate, the Company shall engage the 
Construction Monitor to sign-off on all Project Costs Requisitions and Working Capital Requisitions and to, among 
other things, provide to the Trustee and the Company monthly updates on the general status of engineering, 
procurement, construction and commissioning of the Windfall Site, as specified in the Construction Monitor 
Agreement (the “Monthly Progress Reports”).  The Trustee shall have no duty or obligation to review such updates.  
The Construction Monitor shall have access to all documents and personnel as may be reasonably necessary (as 
determined by the Construction Monitor) and available to perform the scope of work set forth in the Construction 
Monitor Agreement. 

Change Orders; Amendments to Necessary Business Contracts. 

(a) No Company Party shall enter into any Change Orders under the Project Construction Documents 
unless (i) the Change Order could not reasonably be expected to impair the enforceability of any warranty under the 
Project Construction Documents; (ii) the Change Order could not reasonably be expected to present a material risk of 
revocation or material modification of any Governmental Approval; (iii) the Change Order could not reasonably be 
expected to cause any Company Party or the Project not to comply with any applicable Law and (iv) the Independent 
Engineer has certified that, in its reasonable opinion, such Change Order (1) will not result in a shortfall of funds 
available to complete the Project, (2) will not adversely affect the structural integrity, expected performance or 
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functionality of the Project, (3) will not result in a material delay of the expected completion date and (4) could not 
reasonably be expected to have a Material Adverse Effect. 

(b) No Company Party shall direct or consent or agree to any amendment, modification, supplement, 
waiver or consent in respect of, or suspension of work under any provision of, any Necessary Business Contract (other 
than any immaterial amendment, modification or suspension of work, in which case a true, correct and complete copy 
thereof shall be delivered to the Majority Senior Bondholder) if such amendment, modification, supplement, waiver 
or consent would (i) reduce or provide for any offset against the fees or charges under the relevant Necessary Business 
Contract or change the timing of the payment of fees and charges thereunder, (ii) eliminate or modify the restrictions 
on transfer and assignment, (iii) provide the counterparty with any right to terminate or cancel the Necessary Business 
Contract, (iv) change any termination or cancellation provision of such Necessary Business Contract in a manner that 
could adversely affect the interests of the Bondholder or otherwise reasonably be expected to have a Material Adverse 
Effect, (v) modify the permitted uses of the Project, (vi) reduce the value of the Project in more than a de minimis 
respect, (vii) impose any additional material obligations or liability upon the Company under such Necessary Business 
Contract (unless such liability is assumed in full by the counterparty thereto), (viii) reduce any obligations or liability 
of a counterparty to the Company under such Necessary Business Contract in more than a de minimis respect, or (ix) 
have an adverse effect on the interests of the Bondholders or otherwise have a Material Adverse Effect. 

(c) The Company will not, except with the prior written consent of the Majority Senior Bondholders, 
petition, request or take any legal or administrative action that seeks to amend, supplement or modify any 
Governmental Approval unless such amendment, supplement or modification would not reasonably be expected to 
result in a Material Adverse Effect. 

(d) The Company will not, except with the prior written consent of the Majority Senior Bondholders, 
declare a default or exercise remedies under any Necessary Business Contract or release, or consent to any release of 
any counterparty to any Necessary Business Contract from its obligations and liabilities thereunder to the extent such 
declaration of default, exercise of remedies or release of any counterparty to such Necessary Business Contract would 
not reasonably be expected to have a Material Adverse Effect. 

(e) Except for collateral assignments under the Security Documents, each Company Party shall not 
assign any of its rights under any Necessary Business Contract to which it is a party to any Person, or consent to the 
assignment of any obligations under any such Necessary Business Contract by any other party thereto, without the 
prior written approval of the Majority Senior Bondholder. 

Independent Auditor.  The Company will maintain Moss Adams LLP or other independent auditors and will 
maintain adequate accounting management information and cost control systems. 

Project Revenues.  The Company shall cause to be remitted all Project Revenues directly to the Trustee and 
apply all Project Revenues in accordance with the provisions of the Indenture.  The Company shall immediately 
transfer to the Revenue Fund held by the Trustee any Project Revenues deposited to the Company Operating Account 
(other than Project Revenue disbursed by the Trustee to the Company in accordance with the Indenture). The Company 
will issue standing instructions (which instructions shall be irrevocable prior to the payment in full of the Bonds) to 
each counterparty to any Necessary Business Contract to pay all amounts payable by it thereunder to the Revenue 
Fund. In the event that, notwithstanding such instruction, any counterparty or any Person utilizing the Project remits 
any Project Revenues or such amounts to any other account of the Company, the Company agrees (i) that such payment 
shall form part of the Trust Estate, and (ii) to promptly remit such payment to the Revenue Fund, and in no event more 
than two (2) Business Days, after the Company’s receipt of such payment. 

Insurance.  Each Company Party agrees to maintain, or to cause to be maintained, all necessary insurance 
with respect to the Project for such amounts and for such occurrences as are customary for similar facilities and as 
required under the other Transaction Documents.  At a minimum, the Company Parties will at all times provide, 
maintain and keep in full force and effect, or will cause to be provided, maintained or kept in full force and effect, the 
insurance coverages specified in Exhibit B to the Loan Agreement.  Neither the Authority nor the Trustee shall have 
a duty or obligation to review or determine the adequacy of such insurance requirements.  All costs of maintaining 
insurance shall be paid by the Company Parties, and neither the Authority nor the Trustee shall have any obligation 
or liability in this regard.  The Trustee will be named as a lender loss payee/mortgagee and additional insured on each 
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such policy of insurance. Prior to the issuance of the Series 2022 Bonds and every three years thereafter, the Company 
will retain an Insurance Consultant who shall prepare and file with the Company (as soon as practicable, but in no 
event later than 60 days following the end of the year), with a copy to the Trustee, a report on the adequacy of such 
insurance.  The Trustee will have no duty or obligation to review such reports.  Each Company Party agrees that it 
will follow any recommendation of the Insurance Consultant set forth in such report. On the Closing Date, and on an 
annual basis at least 15 days prior to each policy anniversary, the Company, or its appointed representative/broker, 
shall furnish the Trustee with (i) approved evidence of insurance for all insurance required by Loan Agreement; such 
evidence can be in the form of ACORD certificate of insurance and shall be executed on behalf of each insurer by an 
authorized representative, and shall identify the insurance carrier, type of insurance, insurance limits and policy term, 
and shall specifically list material exclusions and special provisions, and (ii) a schedule of the insurance policies held 
by or for the benefit of the Company and required to be in force by the provisions of the Loan Agreement, including 
named insureds, additional insureds, loss payees, carrier, policy period, policy limits, deductibles, key exclusions, 
special provisions, AM Best’s and S&P ratings, and annual premiums.  Upon request by the Trustee, the Company 
shall promptly furnish to the Trustee copies of all insurance policies, (and/or reinsurance policies), binders and cover 
notes or other evidence of such insurance relating to the insurance required to be maintained by the Company.  The 
schedule of insurance shall include the name of the insurance company, policy number, type of insurance, major limits 
of liability and the term of the insurance policies.  Concurrently with the furnishing of the certificates referenced in 
this paragraph, the Company shall furnish to the Trustee a letter of its insurance broker, signed by an authorized 
representative of such insurance broker, stating that in the Company’s insurance broker’s opinion, the insurance then 
carried or to be renewed by the Company Parties is in accordance with the terms of the Loan Agreement and shall 
attach an updated copy of the schedule of insurance.  The Company shall promptly notify the Trustee of any single 
loss or event or series of related losses or events likely to give rise to a claim against an insurer for an amount in excess 
of one million U.S. dollars ($1,000,000.00) covered by any insurance policies required by the Loan Agreement.  A 
loss under the insurance policies providing property damage, or business interruption insurance shall be adjusted with 
the insurance companies, including the filing in a timely manner of appropriate proceedings, by the Company.  In 
addition, any Company Party may, in its reasonable judgment, consent to the settlement of any loss or event or series 
of related losses or events without consultation with the Trustee, provided that in the event that the amount of the loss 
exceeds three million U.S. dollars ($3,000,000.00) the terms of such settlement is concurred with in writing by the 
Trustee (which the Trustee shall provide at the written direction or with the written consent of the Majority Senior 
Bondholder).  No Company Party shall violate or permit to be violated any of the conditions, provisions or 
requirements of any insurance policy required by the Loan Agreement and the Company Parties will perform, satisfy 
and comply with, or cause to be performed, satisfied and complied with, all conditions, provisions and requirements 
of all insurance policies.  In the event any Company Party fails to take out or maintain the full insurance coverage 
required by the Loan Agreement, the Trustee, upon ninety (90) days’ prior notice (unless the aforementioned insurance 
would lapse within such period, in which event notice should be given as soon as reasonably possible) to the Company 
of any such failure, may (but shall not be obligated to) take out the required policies of insurance and pay the premiums 
on the same.  All amounts so advanced thereof by the Trustee shall become an additional obligation of the Company 
to the Trustee and shall become for all purposes secured obligations and the Company shall forthwith pay such 
amounts to the Trustee, together with interest thereon at the (to be specified) rate from the date so advanced. 

Insurance, Casualty and Condemnation Awards.  The net proceeds of any insurance, casualty or 
condemnation award as a result of damage to or the destruction or condemnation of the Project or any part thereof 
shall be (a) applied to repair or replace any portion of the Project destroyed or condemned, if the Company delivers 
to the Trustee a certificate that, based upon and accompanied by an estimate from the Independent Engineer of the 
costs to reconstruct, rebuild, or replace all or any portion of the Project, it is financially feasible to reconstruct, rebuild, 
or replace all or any portion of the Project so as to permit the Project to operate in a financially feasible manner 
following such damage, destruction or condemnation, then the Company, with the prior written consent of the Trustee, 
as beneficiary under the Deed of Trust (and the Trustee shall only provide such written consent upon its receipt of 
written direction to do so from the Majority Senior Bondholder), may provide written notice to the Trustee of its 
election to use such net proceeds to rebuild, restore or relocate, as the case may be, the affected portion of the Project 
and any net proceeds received or held by the Trustee shall thereafter be forwarded to the Company; or (b) if the 
Company delivers to the Trustee a certificate that, based upon and accompanied by an estimate from the Independent 
Engineer of the costs to reconstruct, rebuild, or replace all or any portion of such Site, it is not financially feasible to 
reconstruct, rebuild, or replace all or any portion of such Site so as to permit such Site to operate in a financially 
feasible manner following such damage, destruction or condemnation, (i) as long as any Senior Bonds Remain 
Outstanding, paid by the Company to the Trustee to optionally redeem Senior Bonds under the Indenture, or (ii) if no 
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Senior Bonds Remain Outstanding, paid by the Company to the Trustee for deposit into the Debt Service Fund to be 
applied to redeem the Series 2022B Bonds under the Indenture;  Notwithstanding anything to the contrary in the 
Project Documents, it shall be, after any applicable rights of notice and cure, a Loan Default Event if condemnation, 
casualty or insurance proceeds are not applied as set forth in the Loan Agreement. 

Access to the Project.  The Company shall permit during the term of the Loan Agreement the Authority, the 
Trustee, each Senior Bondholder and the duly authorized agents or representative of any of them: 

No Default — if no Default or Event of Default then exists upon reasonable prior notice to the 
Company (at least three (3) Business Days), to visit the Project and the principal executive office of the 
Company, to discuss the affairs, finances and accounts of the Company and the Project with the Company’s 
officers, and (with the consent of the Company, which consent will not be unreasonably withheld) its 
independent public accountants, and (with the consent of the Company, which consent will not be 
unreasonably withheld) to visit the other offices and properties of the Company, including the Project, all at 
such reasonable times and as often as may be reasonably requested in writing; and 

Default — if a Default or Event of Default then exists, at the expense of the Company to visit and 
inspect any of the offices or properties of the Company, including the Project, to examine all books of 
account, records, reports and other papers, to make copies and extracts therefrom, and to discuss its affairs, 
finances and accounts and the Project with its officers and independent public accountants (and by this 
provision the Company authorizes said accountants to discuss the affairs, finances and accounts of the 
Company), all at such times and as often as may be requested. 

Continued Operation of the Project.  From and after the Closing Date, so long as any Series 2022 Bonds are 
Outstanding, the Company Parties  covenant and agree to own and operate the Project (a) in accordance at all times, 
in all material respects, with (i) applicable Law, (ii) all Governmental Approvals, (iii) insurance policies and (iv) 
Prudent Operating Practices and (b) in such a manner as to satisfy their obligations under the Loan Agreement, 
including to provide for the prompt payment of the principal of, premium, if any, and interest on the Bonds.   

Maintenance and Repairs; Taxes; Utility and Other Charges.  Each Company Party agrees to maintain the 
Project and its other properties during the term of this Loan Agreement (i) in as reasonably safe condition as its 
construction and operations shall permit and (ii) in good repair and in good operating condition, ordinary wear and 
tear excepted, making from time to time all necessary repairs thereto and renewals and replacements thereof so that 
the Project and other business carried on in connection therewith may be properly operated and conducted at all times 
and (ii) in accordance with (1) applicable Law, (2) all Governmental Approvals, (3) insurance policies and (4) Prudent 
Operating Practices. 

The Company Parties will file all tax returns required to be filed in any jurisdiction and pay or cause to be 
paid during the term of the Loan Agreement all taxes, assessments and other governmental charges of any kind 
lawfully assessed or levied upon the Project or any part thereof, including any taxes levied against any portion of the 
Project that, if not paid, will become a charge on the receipts from the Project, all utility and other charges incurred in 
the operation, maintenance, use, occupancy and upkeep of any portion of the Project and all assessments and charges 
lawfully made by any governmental body for public improvements that may be secured by a Lien on the Project; 
provided that with respect to special assessments or other governmental charges that may lawfully be paid in 
installments over a period of years, the Company shall be obligated to pay only such installments as are required to 
be paid when due during the term of the Loan Agreement. The applicable Company Party may, at the Company Party’s 
expense and in the Company Party’s name, in good faith, contest any such taxes, assessments and other charges in 
compliance with the terms set forth in the Deed of Trust, and, in the event of any such contest, may permit the taxes, 
assessments or other charges so contested to remain unpaid during that period of such contest and any appeal therefrom 
unless by such nonpayment the Project or any part thereof will be subject to loss or forfeiture. 

Each Company Party will, at its expense, take or cause to be taken all action required to maintain and preserve 
the perfection and first priority of the Lien on the collateral granted under any of the Security Documents (subject to 
Permitted Liens), including (i) making filings and recordations on a timely basis, (ii) making payments of fees and 
other charges on a timely basis, (iii) issuing and, if necessary, filing or recording supplemental documentation on a 
timely basis, including continuation statements, (iv) promptly discharging all claims or other Liens (other than 
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Permitted Liens) adversely affecting the rights of the Trustee, the Authority or any Bondholder in any collateral, (v) 
publishing or otherwise delivering notice to third parties, (vi) depositing title documents, (vii) executing and delivering 
any account control agreement(s) other than with respect to Accounts established under the Indenture, and (viii) taking 
all other actions either necessary to ensure that all collateral is subject to a valid and enforceable first priority Lien 
(subject only to Permitted Liens) in favor of the Trustee. 

Necessary Business Contracts; Project Documents.  Each Company Party will (i) duly and punctually 
perform and observe in all material respects all of its covenants and obligations contained in each Necessary Business 
Contract to which it is a party and (ii) protect and defend its rights under each Necessary Business Contract to which 
it is a party and any matters related thereto and defend any material adverse litigation to which it is a party in respect 
of the Project (except as otherwise counseled by reputable counsel).  

The Company Parties shall not terminate, assign (other than as contemplated in the Financing Documents) 
any of the Necessary Business Contracts, except if a binding replacement contract is entered into within a reasonable 
time prior to such termination that provides for substantially similar terms or substantially similar revenues to those 
of the contract being replaced or terms that are reasonably available to the Company Parties at the time of such 
replacement and are not expected to have a Material Adverse Effect; provided, however, that such binding replacement 
contract shall not be required for Necessary Business Contracts with an annual value of less than $250,000 if the 
Company Parties, using commercially reasonable efforts, are unable to obtain a binding replacement contract for 
substantially similar terms to those of the contract being replaced and the failure to obtain such replacement contract 
are not expected to have a Material Adverse Effect. 

With respect to Necessary Business Contracts entered into subsequent to the execution hereof, each Company 
Party covenants and agrees that it shall either (i) require that any such Necessary Business Contract includes a consent 
to the assignment of such Necessary Business Contract to the Secured Party (as defined in the Security Agreement) 
and the operative provisions set forth in the form of Consents to Collateral Assignment; or (ii) require that the 
counterparty to such Necessary Business Contract to execute a separate consent to assignment in substantially the 
form of the Consent to Collateral Assignment attached to the Loan Agreement as Appendix A. 

With respect to Project Documents that are not Necessary Business Contracts entered into subsequent to the 
execution of the Loan Agreement, each Company Party covenants and agrees that it shall use commercially reasonable 
efforts to either (i) require that any such Project Document includes a consent to the assignment of such Project 
Document to the Secured Party (as defined in the Security Agreement) and the operative provisions set forth in the 
form of Consents to Collateral Assignment; or (ii) require that the counterparty to such Project Document to execute 
a separate consent to assignment in substantially the form of the Consent to Collateral Assignment attached to the 
Loan Agreement as Appendix A. 

No Company Party shall amend any Fee Letters without the prior written consent of the Majority Senior 
Bondholder. 

Assignments.  The Company Parties’ ability to assign the Loan Agreement is subject to conditions as specified 
in the Loan Agreement, including but not limited to: (a) no assignment may relieve such Company Party from primary 
liability for any of its obligations under the Loan Agreement, and in the event of any such assignment the Company 
shall continue to remain primarily liable for the payments specified in the Loan Agreement and each Company Party 
shall remain primarily liable for performance and observance of the other agreements on its part provided in the Loan 
Agreement to be performed and observed by it to the same extent as though no assignment had been granted, unless 
the Company shall have delivered to the Authority and the Trustee an Opinion of Bond Counsel in form and substance 
satisfactory to the Authority that a release from such liability is not prohibited by the Act; (b) any assignment by such 
Company Party is required to retain for each Company Party such rights and interests as will permit each Company 
Party to perform its obligations under the Loan Agreement, and any assignee of such Company Party is required to 
assume the obligations of such Company Party under the Loan Agreement to the extent of the interest assigned; and 
(c) such Company Party shall first obtain the written consent of the Authority and while any Senior Bonds Remain 
Outstanding, the Majority Senior Bondholder, which consent may be granted or withheld in the Majority Senior 
Bondholder’s sole discretion.  
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Mergers or Consolidations; Change of Control.  Each Company Party agrees that during the term of the Loan 
Agreement it will: (i) maintain its qualification to do business in the State, and (ii) maintain its existence as a limited 
liability company and not dissolve or otherwise dispose of or encumber (except with respect to the Security 
Documents) all or substantially all of its assets in any manner (except that each Company Party may sell or otherwise 
dispose of its assets in the ordinary course of its business), including without limitation, by reorganization, sale, spin 
out or licensing transactions involving all or substantially all of its assets, and will not consolidate with or merge into 
any other entity or permit one or more entities to consolidate with or merge into it in any manner; provided that with 
the prior written consent of the Authority (upon such reasonable conditions as the Authority may impose) and the 
Majority Senior Bondholder while any Senior Bonds Remain Outstanding, any Company Party may consolidate with 
or merge into another entity, or permit one or more other entities to consolidate with or merge into it, or sell or 
otherwise transfer to another entity all or substantially all of its assets and thereafter dissolve, provided that the 
surviving, resulting or transferee entity, as the case may be, (1) assumes and agrees in writing to pay and perform all 
of the obligations of the Company Party under the Loan Agreement, (2) qualifies to do business in the State, and enters 
into any other agreements required by the Authority, (3) executes such other documents as may be required by the 
Authority, and (4) immediately after such merger or consolidation, or such sale, or conveyance, would have a Net 
Worth of at least 75% of the Net Worth of the Company Party immediately prior to such merger, consolidation, sale 
or conveyance (“Net Worth” of any person means, as of any date, the aggregate of capital, surplus and retained 
earnings (including any cumulative translation adjustment) of such person and its consolidated subsidiaries as would 
be shown on a consolidated balance sheet of such Person and its consolidated subsidiaries prepared as of such date in 
accordance with GAAP).   

Each Company Party covenants and agrees that while any Senior Bonds Remain Outstanding , no Change of 
Control shall occur for any reason, except:  

(i) Lateral, at any time and without restriction, but subject to Majority Senior Bondholder 
consent while any Senior Bonds Remain Outstanding, shall be permitted to sell, transfer, assign, pledge, 
create a security interest in, or otherwise dispose of its Current Equity Interests in an amount not to exceed, 
in the aggregate, Forty Nine Percent (49%) of its Current Equity Interests;  

(ii) Lateral, 

(A) while any Senior Bonds Remain Outstanding and subject to Majority Senior 
Bondholder consent, shall be permitted to sell, transfer, assign, pledge, create a security interest in, 
or otherwise dispose of any Series 2022B Bonds, subject to the investor letter signed by Lateral in 
connection with the Series 2022B Bonds, or other subordinated debt;  

(B) while any Senior Bonds Remain Outstanding and without Majority Senior Bondholder 
consent, shall be permitted to sell, transfer, assign, pledge, create a security interest in, or otherwise 
dispose of any preferred equity interest owned by Lateral in the Company, but in all such cases only 
to Lateral Affiliates operating under the same SEC registration as Lateral; and 

(C) after no Senior Bonds Remain Outstanding, shall be permitted to sell, transfer, assign, 
pledge, create a security interest in, or otherwise dispose of (1) any Series 2022B Bonds, subject to 
the investor letter signed by Lateral in connection with the Series 2022B Bonds, or other 
subordinated debt, and (2) any preferred equity interest owned by Lateral in the Company; 

(iii) Lateral, at any time and without restriction, but subject to Majority Senior Bondholder 
consent while any Senior Bonds Remain Outstanding, and subject further to the Membership Interest Pledge 
Agreement, shall be permitted to sell, transfer, assign, pledge, create a security interest in, or otherwise 
dispose of any amount (up to one hundred percent (100%)) of its Current Equity Interests, in either of the 
following instances: (A) in connection with a qualified transaction that is an initial public offering by the 
Company of equity shares on the New York Stock Exchange or NASDAQ Stock Market in the United States, 
or any other exchange in any other jurisdiction (or any combination of such exchanges and jurisdictions) 
acceptable to the Company, in any case with a pre initial public offering valuation of at least $75,000,000; or 
(B) in connection with a transaction permitted under the immediately preceding paragraph; and 
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(iv) Lateral, at any time and without restriction, but subject to Majority Senior Bondholder 
consent while any Senior Bonds Remain Outstanding, and subject further to the Membership Interest Pledge 
Agreement, shall be permitted to sell, transfer, assign, pledge, create a security interest in, or otherwise 
dispose of any amount (up to one hundred percent (100%)) of its Current Equity Interests, pursuant to a 
qualified transaction (valuation of $100,000,000 or more) to a qualified buyer (United States and/or Canada 
based financial or strategic firm).  

For avoidance of doubt, when no Senior Bonds Remain Outstanding, there are no restrictions on the ability 
of any Company Party to issue Permitted Capital Stock, so long as no Change of Control occurs as a result thereof 
and any such issuance is made subject to a pledge in favor of the Trustee, and subject further to Majority Senior 
Bondholder consent while any Senior Bonds Remain Outstanding. 

As used herein, “Capital Stock” means, with respect to any Company Party, all shares, interests, 
participations or other equivalents (however designated, whether voting or non-voting) of such Company Party’s 
capital, whether now outstanding or issued or acquired after the Closing Date, including common shares, preferred 
shares, membership interests in a limited liability company, limited or general partnership interests in a partnership, 
interests in a trust, interests in other unincorporated organizations or any other equivalent of such ownership interest.  
As used herein, “Permitted Capital Stock” means any Capital Stock of Company Parties that by its terms (or by the 
terms of any Capital Stock into which it is convertible or for which it is exchangeable) (a) is not convertible or 
exchangeable for debt or any securities that are not Permitted Capital Stock, (b) (i) does not mature and (ii) is not 
putable or redeemable at the option of the holder thereof, in each case in whole or in part on or prior to the date that 
is six months after the earlier of the scheduled maturity date or the actual payment in full in cash of the Bonds, (c) 
does not require payments of dividends or distributions in cash on or prior to the date that is six months after the earlier 
of the scheduled maturity date or the actual payment in full in cash of the Bonds, and (d) is not secured by any Liens 
on any property or asset of a Company Party. 

Payments to Replenish Reserves.  The Company is required to cause money to be delivered at the times and 
in the amounts required to replenish the Senior Debt Service Reserve Fund, the Repair and Replacement Reserve Fund 
and the Operating Reserve Fund, as required under the Indenture; provided, however, that the foregoing shall not 
require any direct or indirect equity owner to make additional capital contributions to the Company or guaranty the 
adequacy of the Company’s capital under any circumstances. If the Company fails to replenish any deficiency within 
the Senior Debt Service Reserve Fund within two months of the date that it received written notice of such deficiency 
from the Trustee, the Majority Senior Bondholder will have the right to designate a Bondholders’ Independent 
Engineer described under “– Indenture – Bondholders’ Right to Direct Obligations.” 

Annual Forecast and Maintenance Plan.  On the Closing Date and no later than 30 days prior to each Fiscal 
Year following the Closing Date, the Company is required to prepare an operating plan and a budget for the next 
succeeding Fiscal Year (the “Annual Forecast”) and provide a copy of such Annual Forecast to the Trustee, the 
Independent Engineer, if any, and the Municipal Securities Rulemaking Board’s Electronic Municipal Market Access 
website (“EMMA”) as further described in the Continuing Disclosure Agreement.  Each Annual Forecast is required 
to specify, on a monthly basis, projected Project Costs, projected Revenues by category, projected other revenues, 
projected Operating and Maintenance Expenses by category, projected Capital Lease expenses, a calculation of the 
Projected Debt Service Coverage Ratio and a major maintenance plan and repair schedule (the “Maintenance Plan”) 
setting forth forecasted Maintenance Capital Expenditures for the next five Fiscal Years. 

Once a quarter during a Fiscal Year, the Company may prepare and deliver to the Trustee and the Independent 
Engineer, if any, a revised Annual Forecast if the Company determines that such revision is necessary to address 
changes in business conditions, including, but not limited, changes in costs of materials or required changes to the 
Maintenance Plan.   

The Company is required to provide a copy of the Independent Engineer’s report and written 
recommendations to the Trustee within 5 Business Days of receipt thereof.  The Company is required to review such 
reports and written recommendations and is required to meet with the Independent Engineer to discuss such report 
and recommendations.  Following such meeting, the Company is required to incorporate the Independent Engineer’s 
reasonable suggestions (except those recommendations that require an expenditure of funds greater than the amount 
available or projected to be available for such purpose under the Indenture, or those recommendations that would 
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result in the Company being in breach of or default under the terms of any agreements binding the Company, including 
but not limited to, the Financing Documents and the Project Documents) into Project operations and into the Annual 
Forecast until such time as the Company has achieved a Debt Service Coverage Ratio of not less than 1.50:1.00 for at 
least four consecutive Fiscal Quarters.  If, after reasonable efforts, the Company and the Independent Engineer cannot 
concur on items in the Annual Forecast or cannot concur on suggested modifications in Project operation, the 
Company may request that such disagreement be submitted to final and binding arbitration (without appeal or review) 
in Maricopa County, Arizona and administered by JAMS.  The arbitrator(s) must have experience in the timber 
industry and must not have any conflict of interest. 

The Company Parties are required to use reasonable efforts, consistent with normal operations and 
maintenance requirements, to operate and maintain the Project, or cause the Project to be operated and maintained, 
substantially in accordance with the final Annual Forecast. 

Debt Service Coverage Ratio.  While any Senior Bonds Remain Outstanding, the Company covenants and 
agrees to conduct its overall operations in such a manner as to provide, as determined quarterly beginning with the 
Fiscal Quarter ending June 30, 2023, a Debt Service Coverage Ratio of not less than those shown in the table below, 
provided that the calculations for the second, third, and fourth quarters of 2023 may be annualized calculations based 
on the trailing three months, six months and nine months, respectively. 

Quarterly Measurement Period Minimum DSCR 
(Annualized) 

Q2 - 2023 1.25x 
Q3 - 2023 1.50x 
Q4 - 2023 1.70x 
Q1 - 2024 1.80x 
Q2 - 2024 1.95x 

Q3 - 2024 and thereafter 2.00x 
 

Limitation on Investments.  Each Company Party covenants and agrees that it shall not make investments in 
any equity or debt securities other than Investment Securities and that it shall not acquire any equity interest in any 
Person or create or form any subsidiary or enter into any joint venture, except that the Company shall have the right 
to invest any monies available to the Company from the Surplus Fund pursuant to the Indenture for any purpose related 
to the Company’s operations, and provided further, that the Company shall pledge any equity interests acquired 
thereby to the Trustee. 

No Other Accounts.  The Company covenants and agrees that it will not own any bank accounts other than 
the accounts held by the Trustee under the Indenture, the Company Operating Account and any subaccounts therein 
for purposes of processing payroll, an account to pay Tax Distributions pursuant to the Indenture and the account of 
the Company to be established for purposes of distributions from the Surplus Fund pursuant to the Indenture.  The 
Company covenants not to invest funds on deposit in the Company Operating Account; provided, however, that the 
Company Operating Account may be an interest-bearing checking account. 

No Liens.  Each Company Party covenants and agrees that it will not create, incur, assume or permit to exist 
or be created, or permit any pledge of, or any deed of trust, mortgage, Lien, security interest or encumbrance of any 
nature with respect to the Project, the Site, the Revenues or any of the Company Parties’ assets or properties (owned 
directly or indirectly), or assign, pledge or in any way transfer or encumber its rights to receive income from the 
Project, other than Permitted Liens.   

Limitation on Indebtedness.  Each Company Party covenants and agrees that it will not incur or permit to 
exist any indebtedness other than Permitted Debt.  Permitted Debt means (i) the indebtedness incurred under the 
Financing Documents; (ii) Additional Bonds; (iii) purchase money obligations incurred to finance discrete items of 
equipment not comprising an integral part of the Project that extend to, and are secured by, only the equipment being 
financed and shall not require aggregate payments by the Company Parties in any calendar year in excess of 
$2,000,000, such amount to be adjusted annually from 2022 by the increase in the Consumer Price Index; (iv) current 
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accounts payable arising, and accrued expenses incurred, in the ordinary course of business which are payable in 
accordance with customary practices that are not overdue by more than 60 days (unless subject to permitted contest); 
(v) to the extent the same constitute Indebtedness, amounts payable under the Additional Project Contracts, Necessary 
Business Contracts, and Capital Leases, to the extent that (a) the aggregate principal component payable under such 
Additional Project Contracts, Necessary Business Contracts, and Capital Leases does not, at any time, exceed 
$25,000,000 and (b) the aggregate amount payable under such Additional Project Contracts, Necessary Business 
Contracts and Capital Leases each Fiscal Year does not exceed $10,000,000; (vi) so long as no Senior Bonds Remain 
Outstanding, indebtedness fully subordinated and payable solely from distributions or dividends to any Company 
Party that comply with the Financing Documents; (vii) Unsecured Promissory Notes outstanding in an amount as of 
the Closing Date, not to exceed $3,464,165, (viii) the Private Credit Debt; and (ix) renewals, replacements or 
refinancings of the obligations defined in (i) (to the extent relating to Senior Bonds), (ii) and (vii) or of obligations 
resulting from the renewal, replacement or refinancing thereof; provided that the outstanding principal amount of the 
Unsecured Promissory Notes or Private Credit Debt shall not be increased other than in connection with the accrual 
of interest as principal thereon. 

Disposition of Assets.  Except as may otherwise be authorized herein, no Company Party shall sell, convey, 
assign, lease, abandon or otherwise transfer or dispose of, voluntarily or involuntarily, any part of its Property except 
(a) such disposition is in the ordinary course of business in connection with (1) sales of lumber, engineered wood 
products, wood chips, sawdust, planer shavings and related byproducts for fair market value and (2) the sale of 
Investment Securities pursuant to the terms of the Indenture, (b) surplus property not required for the construction or 
operation of the Project in the ordinary course of business; provided that all net proceeds are reinvested in Project 
assets within 180 days of such disposition, (c) Property that is worn out, defective, obsolete or otherwise not used or 
useful in the business of such Company Party, provided that such disposition is not prohibited under any Necessary 
Business Contract and (d) in connection with any casualty event or condemnation event; provided that the Net 
Insurance Proceeds or Net Condemnation Proceeds are applied in accordance with the terms of the Financing 
Documents. 

Records and Financial Statements; Reports and Notices.  The Company covenants and agrees at all times to 
keep, or cause to be kept, proper books of record and account, prepared in accordance with GAAP, in which complete 
and accurate entries shall be made of all transactions of or in relation to the business, properties and operations of the 
Company Parties relating to the Project.  Such books of record and account shall be available for inspection by the 
Authority or the Trustee during normal business hours and under reasonable circumstances.  The Company has devised 
a system of internal accounting controls sufficient to provide reasonable assurances that their respective books, 
records, and accounts accurately reflect all material transactions and dispositions of assets and the Company will 
continue to maintain such system. 

The Company shall deliver (or cause to be delivered) to the Trustee and each Senior Bondholder: 

Necessary Business Contracts — promptly, and in any event within five (5) Business Days after delivery or 
receipt thereof, deliver copies of all material notices or documents given or received by the Company, pursuant to any 
of the Necessary Business Contracts or any Additional Project Contract including: 

(i) any Change Orders or any written notices or communications related thereto; 

(ii) any notice alleging any disputes, imposition of penalties or damages, breach or default thereunder; 

(iii) any written notice regarding, or request for consent to, any suspension of performance, Force Majeure, 
delay, assignment, termination, modification, waiver or variation thereof; 

(iv) and in each case, the action the Company is taking or proposing to take with respect thereto. 

Employee Benefits Matters — promptly, and in any event within 5 days after a Responsible Officer of the 
Company becoming aware of any of the following, a written notice setting forth the nature thereof and the action, if 
any, that the Company or an ERISA Affiliate proposes to take with respect thereto: 
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(i) with respect to any Plan, any reportable event, as defined in Section 4043(c) of ERISA and the 
regulations thereunder, for which notice thereof has not been waived pursuant to such regulations as in 
effect on the date hereof; 

(ii) the taking by the PBGC of steps to institute, or the threatening by the PBGC of the institution of, 
proceedings under Section 4042 of ERISA for the termination of, or the appointment of a trustee to 
administer, any Plan, or the receipt by the Company or any ERISA Affiliate of a notice from a 
Multiemployer Plan that such action has been taken by the PBGC with respect to such Multiemployer 
Plan;  

(iii) any event, transaction or condition that could result in the incurrence of any liability by the Company or 
any ERISA Affiliate pursuant to Title I or IV of ERISA or the penalty or excise tax provisions of the 
Code relating to employee benefit plans, or in the imposition of any Lien on any of the rights, properties 
or assets of the Company or any ERISA Affiliate pursuant to Title I or IV of ERISA or such penalty or 
excise tax provisions, if such liability or Lien, taken together with any other such liabilities or Liens then 
existing, could reasonably be expected to have a Material Adverse Effect; or 

(iv) receipt of notice of the imposition of a Material financial penalty (which for this purpose shall mean any 
tax, penalty or other liability, whether by way of indemnity or otherwise) with respect to one or more 
Non U.S. Plans. 

Notices from Governmental Authority — promptly, and in any event within fifteen (15) days after receipt 
thereof, copies of any notice to the Company from any Governmental Authority (1) relating to any order, ruling, 
statute or other Law that could reasonably be expected to have a Material Adverse Effect, (2) with respect to violation 
or non-compliance or material change in respect of any Governmental Approval or any other written notices or 
documents given or received pursuant to or in respect of any Governmental Approval which describes an event or 
circumstance which would reasonably be expected to have a Material Adverse Effect, including any notice indicating 
that any required Governmental Approval for the Project, the Company Parties or the Sites will not be renewed or will 
be terminated, revoked or suspended, (3) any other notices from any Governmental Authority regarding material 
changes in or potential violations of Laws, regulations, or rules governing or affecting the Company Parties, the 
Project, or the Sites and (4) material changes to any Permits. 

Notice of Litigation — promptly, and in any event within fifteen (15) days after receipt thereof, notice of the 
filing or commencement of any litigation, investigation, action or proceeding of or before any court, arbitrator or 
Governmental Authority against or affecting the Company Parties, the Sites or the Project that, if adversely 
determined, could reasonably be expected to result in a Material Adverse Effect. 

Casualty and Condemnation Events —promptly, and in any event within ten (10) Business Days, after a 
Responsible Officer of the Company becoming aware of any physical loss or damage to, or condemnation or taking 
of, the Project that the Company reasonably expects to result in insurance proceeds or condemnation award to be 
received with respect to such loss, damage or condemnation to the Project in an amount greater than $500,000, a 
written notice specifying the nature of such loss or damage or condemnation or taking, as the case may be, the extent 
of any disruption caused to the operations of the Project as a result of such loss or damage or condemnation or taking, 
as the case may be, and what action the Company is taking or proposes to take, if any, with respect thereto; 

Insurance — promptly, and in any event within ten (10) Business Days after receipt thereof, any notice 
received with respect to the cancellation of, material adverse change in, or default under, any insurance policy required 
to be maintained in accordance with the Loan Agreement. Such certificates shall be executed by each insurer or by an 
authorized representative of each insurer. Such certificates shall identify underwriters, the type of insurance, the 
insurance limits and the policy term and shall specifically list the special provisions, including endorsements, 
enumerated for such insurance required under the Loan Agreement; 

Other Notices — as soon as practicable and in any event, unless otherwise specified below, within ten (10) 
Business Days after the Company obtains knowledge of any of the following: 
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KYC — with reasonable promptness upon request from any Senior Bondholder, all documentation 
and other information with respect to Company or its Affiliates, to the extent not previously provided, 
required by bank or insurance company regulatory authorities under applicable “know your customer” and 
Anti Money Laundering Laws, including the U.S.A.  PATRIOT Act; 

Resignation or Replacement of Auditors — within ten (10) days following the date on which the 
Company’s auditors resign or the Company elects to change auditors, as the case may be, notification thereof, 
with an explanation in reasonable detail, together with such further information as any Senior Bondholder 
may request; 

Notices of Material Adverse Effects — other than as provided in written notices pursuant to the 
above clauses (a) through (l), promptly, and in any event within ten (10) Business Days after a Responsible 
Officer of the Company becoming aware of any Material Adverse Effect or the occurrence of any event or 
circumstance (including a change in Law) which has or would reasonably be expected to have a Material 
Adverse Effect, a written notice specifying the nature thereof and what action the Company is taking or 
proposes to take, if any, with respect thereto; 

Requested Information — with reasonable promptness, such other data and information relating to 
the business, operations, affairs, financial condition, assets or properties of the Company Parties or relating 
to the ability of the Company Parties to perform its obligations hereunder, under the Indenture and under the 
other Transaction Documents as from time to time may be reasonably requested by any Senior Bondholder, 
including without limitation any financial, technical, insurance and other information reasonably requested 
by a Senior Bondholder regarding the Project or the Company the production or creation of which does not 
impose undue expense on the Company. 

Additional Information. The Company shall provide to the Trustee, the Authority and any Bondholder such 
additional information as they may reasonably request in good faith and with proper purpose concerning the Company 
Parties to enable any such party to determine whether the covenants, terms, and provisions of the Loan Agreement 
have been complied with by the Company Parties during the prior fiscal year, and for such purpose those pertinent 
books, documents, and vouchers that are required to be maintained by the Company Parties relating to the business, 
affairs, and property of the Company Parties shall, to the extent permitted by law, at all times during regular business 
hours but with prior reasonable notice of not less than five Business Days, be open to the inspection of the Trustee 
(who shall have no duty or obligation to inspect) and the Bondholders (or the designated agents thereof).  

Monthly Progress Reports.  The Company shall deliver to each Senior Bondholder a copy of each Monthly 
Progress Report concurrent with delivery to the Trustee as provided in the Loan Agreement. 

Reports to the Authority.  The Company shall deliver to the Trustee and the Authority no later than six (6) 
weeks after the end of each Fiscal Year a certificate executed by an Authorized Company Representative stating that: 
(i) A review of the activities of the Company during such Fiscal Year and of performance hereunder has been made 
under the Authorized Company Representative’s supervision; and The Authorized Company Representative is 
familiar with the provisions of this Loan Agreement, and to the best of his/her knowledge, based on such review and 
familiarity, the Company has fulfilled all its obligations hereunder and throughout such Fiscal Year, and there have 
been no Loan Default Events or, if there has been a default in the fulfillment of any such obligation in such Fiscal 
Year, specifying each such default known to him/her and the nature and status thereof and the actions taken or being 
taken to correct such default. 

No Loan Default.  The Company shall deliver to the Trustee and the Authority no later than six (6) weeks 
after the end of each Fiscal Year a certificate executed by an Authorized Company Representative stating that: (i) a 
review of the activities of the Company during such Fiscal Year and of performance hereunder has been made under 
the Authorized Company Representative’s supervision; and (ii) the Authorized Company Representative is familiar 
with the provisions of the Loan Agreement, and to the best of his/her knowledge, based on such review and familiarity, 
the Company has fulfilled all its obligations under the Loan Agreement and throughout such Fiscal Year, and there 
have been no Loan Default Events or, if there has been a default in the fulfillment of any such obligation in such Fiscal 
Year, specifying each such default known to him/her and the nature and status thereof and the actions taken or being 
taken to correct such default. 
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Line of Business.  Each Company Party further represents, warrants, covenants and agrees to a number of 
separateness covenants, including, but not limited to: (a) the Company Parties have not and will not engage in any 
business unrelated to the financing, ownership, construction, operation and maintenance of the Project, certain 
improvements to the Project and certain infrastructure related to the Project and the production and sale of lumber, 
engineered wood products, wood chips, sawdust, planer shavings and related byproducts and activities incidental 
thereto, as contemplated in the Financing Documents and in the Project Documents. 

Separateness Covenants.  Each Company Party further represents, warrants, covenants and agrees to a 
number of separateness covenants, including, but not limited to: (a) the Company Parties have not and will not engage 
in any business unrelated to the financing, ownership, construction, operation and maintenance of the Project, certain 
improvements to the Project and certain infrastructure related to the Project and the production and sale of lumber, 
engineered wood products, wood chips, sawdust, planer shavings and related byproducts and activities incidental 
thereto, as contemplated in the Financing Documents and in the Project Documents; (b) the Company Parties do not 
have and will not purchase, lease or acquire any assets other than those related to its activities in accordance with 
clause (a) above; (c) the Company has maintained and will maintain its own separate books and records, bank accounts 
and its own books of account, in each case that are separate and apart from the books and records, bank accounts and 
books of account of any other Person; provided, however, that the Company’s assets may be included in a consolidated 
financial statement of a direct or indirect shareholder or other owner of a beneficial interest of the Company if inclusion 
on such consolidated financial statement is required to comply with the requirements of GAAP of the relevant 
jurisdiction, but only if (1) such consolidated financial statement shall be appropriately footnoted to the effect that the 
Company’s assets are owned by the Company and that they are being included on the consolidated financial statement 
of such shareholder or other owner of a beneficial interest only to comply with the requirements of GAAP of the 
relevant jurisdiction and (2) such assets shall be listed on the Company’s own separate balance sheet; (d) each 
Company Party has held itself out and identified itself and will hold itself out and identify itself as being a Person, 
separate and apart from any other Person; (e) each Company Party has not and will not commingle its funds or assets 
with those of any other Person, except the other Company Parties; (f) each Company Party has conducted and will 
conduct its own business in its own name independently and through its own authorized officers and agents; (g) the 
Company has and will, except as noted in clause (c) above, maintain separate financial statements and file its own tax 
returns (to the extent required by Law); (h) each Company Party has paid and will pay its own debts and liabilities 
when they become due out of its own funds and assets; (i) each Company Party has observed and will observe all 
limited liability company formalities and do all things necessary to preserve its separate existence; (j) each Company 
Party has and will have sufficient officers and personnel to run its business operations and to supervise its contractors, 
pursuant to one or more contractual arrangements; (k) each Company Party has paid and will pay the salaries of its 
own employees, if any, and maintain a sufficient number of employees in light of its contemplated business operations; 
(l) no Company Party has guaranteed or otherwise obligated itself and will not guarantee or otherwise obligate itself 
with respect to the debts of any other person, or held out or will hold out its credit as being available to satisfy the 
debts or obligations of any other Person or entity; (m) no Company Party has acquired and will not acquire obligations 
of or securities issued by its members or any of its or their Affiliates and has not and will not acquire any equity 
interest in any other Person or entity, other than as permitted by the Loan Agreement; (n) the Company has maintained 
and will maintain and use its own separate stationery, invoices and checks bearing its own name, which distinguish it 
from any other Person or entity; (o) no Company Party has pledged or will pledge its assets for the benefit of any other 
Person or make any loans or advances to any other Person, other than as contemplated in the Financing Documents; 
(p) each Company Party has and will correct any known misunderstanding regarding its separate identity; (q) as of 
the Closing Date, the Company Parties will have, and thereafter, the Company Parties will maintain, adequate capital 
in light of their contemplated business operations; provided, however, that the foregoing shall not require any direct 
or indirect equity owner to make additional capital contributions to the Company Parties or guaranty the adequacy of 
the Company Parties’ capital under any circumstances; (r) no Company Party has or will sell, assign or otherwise 
transfer all or substantially all its interests in the Project or the Sites except as permitted under the Financing 
Documents; (s) each Company Party has observed and will observe all customary organizational and operational 
formalities, including taking and maintaining of complete minutes of all member, manager, shareholder, board or 
similar meetings; (t) each Company Party has maintained and will maintain an arm’s length relationship with its 
Affiliates, and shall not enter into or cause, suffer or permit to exist any arrangement or contract with any of its 
Affiliates or any other Person that owns, directly or indirectly, any Equity Interest in the Company Parties unless the 
Trustee, as directed by the Majority Senior Bondholder, provides the Company with prior written consent to such 
arrangement or contract. 
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Restrictions on Distributions to Members.  So long as any Senior Bonds Remain Outstanding, the Company 
covenants and agrees that it will not make any distribution (other than Tax Distributions to its members that satisfy 
the Tax Distribution Conditions).  Following the Series 2022A Bonds being repaid in full, the Company covenants 
that it will not make any distributions to its members unless as of the applicable Monthly Funding Date all of the 
Restricted Payment Conditions are satisfied. 

Economic Sanctions.  The Company will maintain in effect and enforce policies and procedures designed to 
promote and achieve compliance by the Company and each Controlled Entity with all applicable U.S. Economic 
Sanctions Laws, Canadian Economic Sanctions Laws, Anti-Corruption Laws or Anti Money Laundering Laws. The 
Company will not, and will not permit any Controlled Entity to (a) become (including by virtue of being owned or 
controlled by a Blocked Person), own or control a Blocked Person or (b) directly or indirectly have any investment in 
or engage in any dealing or transaction (including any investment, dealing or transaction involving the proceeds of 
the Notes) with any Person if such investment, dealing or transaction (i) would cause any Purchaser or holder or any 
affiliate of such Purchaser or holder to be in violation of, or subject to sanctions under, any U.S. Economic Sanctions 
Laws, Canadian Economic Sanctions Laws, Anti-Corruption Laws or Anti Money Laundering Laws or any other law 
or regulation applicable to such holder, or (ii) is prohibited by or subject to sanctions under any U.S. Economic 
Sanctions Laws or Canadian Economic Sanctions Laws or any other law or regulation applicable to such holder. 

Capital Expenditures.  Other than Project Costs paid with Bond Proceeds and Maintenance Capital Expenses, 
the Company Parties shall not incur Capital Expenditures in any Fiscal Year of more than $7,500,000; provided that 
such annual limitation shall not apply to the extent such amounts are payable from the Surplus Fund. 

Ownership of Subsidiaries.  The Company shall, at all times, own 100% of the Ownership Interests of GEP, 
Just Right and NFLP, which Ownership Interests shall be subject to the Lien of the Security Documents. 

No Swaps.  No Company Party will enter into any Swap Contract or hedging arrangement or engage in any 
similar transaction. 

Restricted Surplus Payments.  During the Capitalized Interest Period, any funds disbursed from the Surplus 
Fund to the Company shall only be used by the Company to pay interest on the Private Credit Debt. 

External Verifier Certificate.  The Company acknowledges that the Series 2022 Bonds have been marketed 
with the expectation that the Company will deliver, or cause to be delivered, (x) the External Verifier Certificate and 
(y) a report confirming the continued alignment of the Company with the ICMA Sustainability-Linked Bond 
Principles (2020), as described in Kestrel Verifiers’ Second party Opinion, which is attached to this Limited Offering 
memorandum as Appendix J, to the Trustee no later than May 15, 2025, and the Company agrees to exercise its best 
reasonable efforts to achieve that objective.  The Company acknowledges that, if the Company shall not deliver, or 
cause to be delivered, the External Verifier Certificate to the Trustee no later than May 15, 2025, then the interest rate 
on the Bonds shall be adjusted as provided in “THE SERIES 2022 BONDS – The Series 2022A Bonds – Interest Rate 
Adjustment on Series 2022A Bonds” and “– The Series 2022B Bonds – Interest Rate Adjustment on Series 2022B 
Bonds.” 

Minimum Production Covenant.  While any Senior Bonds Remain Outstanding, the Company shall produce 
the following amounts of pre-trim lumber per year on an annualized basis, tested quarterly beginning with the Fiscal 
Quarter ending September 30, 2023, provided that in the Fiscal Quarters ending September 30, 2023 and December 
31, 2023, the Company may calculate production based on the greater of (i) annualized production or (ii) production 
over the trailing twelve months (the “Minimum Production Covenant”): 

Quarterly Measurement Period Minimum Production Volume 
(million board feet) 

Q3 - 2023 100 
Q4 - 2023 110 
Q1 - 2024 120 

Q2 - 2024 and thereafter 130 
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Board Observation Right.  As long as any Senior Bonds Remain Outstanding, the Majority Senior 
Bondholder shall have the right to appoint one representative (the “Board Observer”) to attend meetings of the 
Company’s Board of Managers (the “Company Board”) as an observer, which Board Observer shall (a) receive prior 
written notice of all meetings (both regular and special) of the Company Board (such notice to be delivered or mailed 
at the same time as notice is given to the members of the Company Board); (b) be entitled to attend (or, at the option 
of the Board Observer, monitor by telephone) all such meetings; (c) receive all written notices, information and reports 
which are furnished or made available to the members of the Company Board at the same time and in the same manner 
as the same is furnished or made available to such members in connection with such meetings; (d) be entitled to 
participate in all discussions conducted at such meetings; and (e) receive as and when received by the members of the 
Company Board copies of the minutes of all such meetings. If any action is proposed to be taken by the Company 
Board by written consent in lieu of a meeting, the Company will give written notice thereof to the Board Observer, 
which notice shall describe in reasonable detail the nature and substance of such proposed action (to the same extent 
that such description is provided to the members of the Company Board) and shall be delivered or mailed at the same 
time as notice is given to the members of the Company Board. The Company will furnish the Board Observer with a 
copy of each such written consent promptly after it has become effective. Subject to the Loan Agreement, the Board 
Observer shall not constitute a member of the Company Board nor shall the Board Observer be entitled to vote on any 
matters presented at meetings of the Board or to consent to any matter as to which the consent of the Company Board 
shall have been requested. The Company will pay (or reimburse) the Board Observer for all reasonable and 
documented out of pocket expenses incurred by the Board Observer in connection with travel and lodging associated 
with attending such meetings. The Board Observer shall execute a confidentiality agreement in form and substance 
reasonably acceptable to the Company with respect to the information and discussions to which the Board Observer 
will have access. Notwithstanding anything to the contrary contained herein (except to the extent the Board Observer 
becomes a full board member pursuant to clause (b) below in which even the following shall have no effect) in the 
event that, upon advice of counsel to the Company  (i) in the reasonable judgment of the Company Board, an issue is 
to be discussed at a meeting of the Company Board (or material is to be distributed at such meeting) which is not 
appropriate to be discussed in the presence of (or provided to) the Board Observer, if any, due to an actual or potential 
conflict of interest, or (ii) the Board Observer’s attendance at such meeting (or receipt of material to be distributed at 
such meeting) may jeopardize, adversely affect or otherwise impair the Company’s attorney client privilege or any 
recognized accountant client privilege, then, in each case, (x) the Company shall provide notice of such fact to the 
Board Observer and the Board Observer shall not have the right to participate in such meeting, and (y) the Company 
shall have the right to withhold from the Board Observer all applicable meeting materials and copies of minutes with 
respect thereto. 

As long as any Senior Bonds Remain Outstanding, in the event (1) the Company fails to meet the Minimum 
Production Covenant on any testing date, or (2) no redemption of the Senior Bonds occurs on a Mandatory Redemption 
Date, the Board Observer shall, at the direction of the Majority Senior Bondholder, become a full member of the 
Company Board and shall be entitled to vote on any matters presented at meetings of the Company Board or to consent 
to any matter as to which the consent of the Company Board shall have been requested. 

Existing Depository Account.  The Company Parties covenant and agree that they shall maintain the existing 
depository account at Wells Fargo Bank for no longer than thirty (30) days after the Closing Date to ensure payment 
on automated transfers and payment on checks issued by any Company Party prior to the Closing Date.  As of the 
Closing Date, the amount on deposit in the depository account at Wells Fargo Bank shall not exceed $125,000, and 
all subsequently issued checks and automated payments shall be drawn on the Company Operating Account. 

Loan Default Events.  Each of the following events constitute a “Loan Default Event” under the Loan 
Agreement: 

(a) the failure of the Company to pay any Loan Repayment on the day on which such Loan 
Repayment is due and payable; 

(b) the failure of the Company to make any Additional Payment required by the Loan 
Agreement, including the failure of the Company to make the required payments to replenish the Senior Debt Service 
Reserve Fund, the Repair and Replacement Reserve Fund or the Operating Reserve Fund as and when required under 
the Indenture; 
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(c) any representation or warranty made by any Company Party in the Loan Agreement or in 
any document, instrument or certificate furnished by any Company Party to the Trustee or the Authority in connection 
with the issuance of the Bonds has proved to have been materially false or misleading in any respect as of the time 
made;  

(d) the Company defaults in the performance of or compliance with any term contained in the 
covenants under the headings No Liens, Limitation on Indebtedness, Disposition of Assets, Separateness Covenants, 
Restrictions on Distributions to Members, Economic Sanctions; 

(e) failure by any Company Party to observe or perform any covenant, condition, agreement 
or provision in the Loan Agreement on its part to be observed or performed, other than as referred to in subsection (a) 
or (b) above, or breach of any warranty by any Company Party contained in the Loan Agreement, for a period of 60 
days after written notice, specifying such failure or breach and requesting that it be remedied, has been given to the 
Company by the Trustee; except that, if such failure or breach can be remedied but not within such 60-day period and 
if the Company has taken all action reasonably possible to remedy such failure or breach within such 60-day period, 
such failure or breach will not become a Loan Default Event for so long as the Company diligently proceeds to remedy 
the same and such Loan Default Event is cured within 180 days after written notice of default has been delivered to 
the Company; 

(f) the filing by the Company of a petition in voluntary bankruptcy, for the composition of its 
affairs or for its reorganization under any state or federal bankruptcy or insolvency law, or the making of an assignment 
for the benefit of creditors, or the admission in writing by the Company of its insolvency or inability to pay debts as 
they mature, or the consent by the Company in writing to the appointment of a trustee or receiver for itself or for the 
whole or any substantial part of the Project; 

(g) any Company Party defaults in the performance of any obligation under or any payment 
when due of principal of or interest on any Permitted Debt (other than in respect of any Indebtedness under the Loan 
Agreement) under agreements or instruments involving in the aggregate in excess of $5,000,000, such amount to be 
adjusted on each anniversary of the Closing Date by the increase in the Consumer Price Index from the prior year; 

(h) the entry by a court of competent jurisdiction of an order, judgment or decree declaring the 
Company an insolvent, or adjudging it bankrupt, or appointing a trustee or receiver of the Company or of the whole 
or any substantial part of the Project, or approving a petition filed against the Company seeking reorganization of the 
Company under any applicable law or statute of the United States of America or any state thereof, and such order, 
judgment or decree has not been vacated or set aside or stayed within 60 days from the date of the entry thereof; 

(i) the assumption by any court of competent jurisdiction of custody or control of the 
Company or of the whole or any substantial part of the Project, and such custody or control has not been terminated 
within 60 days from the date of assumption of such custody or control;  

(j) the occurrence and continuation of an Event of Default under the Indenture; 

(k) The Company fails to (a) achieve substantial completion of the planer mill and installation 
of the second TV6000 Headrig at the Windfall Site by June 30, 2023, as evidenced by delivery of the Windfall 
Substantial Completion Certificate, or (b) achieve substantial completion of the second EWP line by August 31, 2023, 
as evidenced by delivery of an executed EWP Substantial Completion Certificate; 

(l) the occurrence and continuation of a default, or breach of a material covenant, under any 
of the Security Documents, any of the Financing Documents, or Necessary Business Contracts (other than as referred 
to in subsection (o) below; 

(m) any final, unappealable judgment, writ or warrant of attachment, or any similar process, 
which is not covered in full by insurance (less deductibles), the coverage of which is acknowledged in writing to the 
Trustee by the provider of such insurance coverage, in an aggregate amount in excess of $5,000,000 shall be entered 
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against any Company Party and remain unpaid, unvacated, unbonded or unstayed for a period of sixty 30 days and, 
which has a Material Adverse Effect; 

(n) While any Senior Bonds Remain Outstanding, the Company does not receive an 
unqualified audit opinion from the independent accountant auditing the financial statements of the Company for any 
Fiscal Year ending on or after December 31, 2021;  

(o) The failure of the Company to observe or perform the Debt Service Coverage Ratio 
covenant for any two consecutive quarters; 

(p) The failure of the Company to observe or perform the Minimum Production Covenant for 
any two consecutive quarters; 

(q) The termination of the IFP Agreement resulting from the Company’s failure to observe or 
perform any provision thereunder; provided that such termination shall not become a Loan Default Event if the 
Company shall enter into a binding replacement contract for substantially similar terms within 90 days following 
notice to the Company of such termination; 

(r) Failure by the Company to observe or perform any covenant, condition, agreement or 
provision in the Continuing Disclosure Undertaking on its part to be observed or performed, for a period of 30 days 
after written notice, specifying such failure or breach and requesting that it be remedied, has been given to the 
Company by the Trustee or any Holder of the Series 2022A Bonds; except that, if such failure or breach can be 
remedied but not within such 30 day period and if the Company has taken all action reasonably possible to remedy 
such failure or breach within such 30 day period, such failure or breach shall not become a Loan Default Event for so 
long as the Company shall diligently proceed to remedy the same and such Loan Default Event is cured within 60 
days after written notice of default has been delivered to the Company; or 

(s) Failure by the Company to observe or perform any covenant, condition, agreement or 
provision described under “PRINCIPAL FINANCING DOCUMENTS – Loan Agreement – Certain Tax Matters” 
herein for a period of 15 days after written notice, specifying such failure or breach and requesting that it be remedied, 
has been given to the Company by the Trustee or any Holder of the Series 2022A Bonds; except that, if such failure 
or breach can be remedied but not within such 15 day period and if the Company has taken all action reasonably 
possible to remedy such failure or breach within such 15 day period, such failure or breach shall not become a Loan 
Default Event for so long as the Company shall diligently proceed to remedy the same and such Loan Default Event 
is cured within 30 days after written notice of default has been delivered to the Company. 

Remedies on Loan Default Event.  If a Loan Default Event has occurred under the Loan Agreement, then, 
and in each and every such case during the continuance of such Loan Default Event subject to the provisions of the 
Indenture, the Trustee may (and in the event of (a) or (b) below shall) take any one or more of the following remedial 
steps, subject to its rights and protections under the Indenture: 

(a) If an Event of Bankruptcy has occurred or an Event of Default described in paragraphs (f), 
(g) or (h) under “ – Loan Default Events” above has occurred, all installments of Loan Repayments (including the 
Premium thereon (in accordance with the Indenture)) and Additional Payments payable for the remainder of the term 
of the Loan Agreement and interest accrued thereon to the date of acceleration anything in the Loan Agreement to the 
contrary notwithstanding automatically become immediately due and payable. 

(b) The Trustee is required, if the Bonds have been accelerated pursuant to the Indenture (other 
than as described in paragraph (a) above which shall be automatic) and upon notice in writing to the Company, to 
declare all installments of Loan Repayments and Additional Payments payable for the remainder of the term of the 
Loan Agreement and interest accrued thereon to be immediately due and payable, whereupon the same are required 
to be immediately due and payable, anything in the Loan Agreement to the contrary notwithstanding.  “All 
installments” as used in this subsection (b) means an amount equal to the entire principal amount of the then-
Outstanding Bonds, together with the Premium and all interest accrued or to accrue on and prior to the date specified 
by the Trustee pursuant to the acceleration provisions of the Indenture (less money available for such purpose then 
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held by the Trustee) plus any other payments due or to become due under the Loan Agreement, including, without 
limitation, indemnities, any unpaid fees and expenses of the Trustee that are then due or will become due prior to the 
time that the Bonds are paid in full and the trust established by the Indenture is terminated. 

(c) Any Premium payable in accordance with the Loan Agreement and the Indenture shall be 
presumed to be equal to the liquidated damages sustained by the Senior Bondholders as the result of the occurrence 
the Event of Default leading to the acceleration of the Senior Bonds, and the Company agrees that is reasonable under 
the circumstances.  The Premium shall also be immediately payable to the Trustee for the account of the Bondholders 
in the event the Senior Secured Obligations are satisfied or released by foreclosure (whether by power of judicial 
proceeding), deed in lieu of foreclosure or by any other means.  TO THE EXTENT PERMITTED BY LAW, THE 
COMPANY EXPRESSLY WAIVES THE PROVISIONS OF ANY PRESENT OR FUTURE STATUTE OR LAW 
THAT PROHIBITS OR MAY PROHIBIT THE COLLECTION OF THE FOREGOING PREMIUM IN 
CONNECTION WITH ANY SUCH ACCELERATION.  The Company expressly agrees that (A) the Premium is 
reasonable and is the product of an arm’s length transaction between sophisticated business people, ably represented 
by counsel, (B) the Premium shall be payable notwithstanding the then prevailing market rates at the time payment is 
made, (C) there has been a course of conduct between the Authority and the Company giving specific consideration 
in this transaction for such agreement to pay the Premium, (D) the Company shall be estopped hereafter from claiming 
differently than as agreed to in the Loan Agreement, (E) the agreement to pay the Premium is a material inducement 
to the Senior Bondholders to purchase the Senior Bonds and the Authority to enter into the Loan Agreement, and (F) 
the Premium represents a good faith, reasonable estimate and calculation of the lost profits or damages of the Senior 
Bondholders and that it would be impractical and extremely difficult to ascertain the actual amount of damages. 

(d) Subject to receipt of indemnity satisfactory to it in its sole discretion for its fees, expenses 
(including reasonable attorneys’ fees and costs), and liabilities, the Trustee may take whatever action, at law or in 
equity, is reasonably necessary or desirable to collect the Loan Repayments, Additional Payments, Premium and any 
other payments then due and thereafter to become due under the Loan Agreement or to enforce the performance and 
observance of any obligation, covenant, agreement or provision contained in the Loan Agreement to be observed or 
performed by the Company. 

(e) The Trustee may take whatever other legal action may appear necessary or desirable to 
enforce its rights and the rights of the Owners of the Bonds. 

 Exercise of Authority’s Remedies.  Whenever any Event of Default has occurred and is continuing, the 
Trustee may, but except as otherwise provided in the Indenture shall not be obligated to, exercise any or all of the 
rights of the Authority under the Loan Agreement, upon notice as required to the Authority. In addition, the Trustee 
shall have available to it all of the remedies prescribed by the Indenture. If the Trustee is not enforcing the Authority‘s 
rights in a manner to protect the Authority or is otherwise taking action that brings adverse consequences to the 
Authority, then the Authority  may, without the consent of the Trustee, take whatever action at law or in equity may 
appear necessary or appropriate to enforce the Authority’s Reserved Rights and to collect all sums then due and 
thereafter to become due to the Authority under the Loan Agreement.  Any amounts collected pursuant to action taken 
under the Loan Agreement (other than sums collected for the Authority on account of the Authority’s Reserved Rights 
which sums shall be paid directly to the Authority) shall be applied in accordance with the provisions of the Indenture.  

Guaranteed Obligations.  Under the Loan Agreement, each of Just Right, GEP and NLFP (each a 
“Guarantor” and collectively, the “Guarantors”) will irrevocably, unconditionally and jointly and severally with the 
other Guarantors guarantee to each holder, the due and punctual payment and performance in full of (a) the principal 
of, premium, if any, and interest on (including, without limitation, interest accruing after the filing of any petition in 
bankruptcy, or the commencement of any insolvency, reorganization or like proceeding, whether or not a claim for 
post filing or post petition interest is allowed in such proceeding), and any other amounts due under, the Promissory 
Notes or any other Financing Document when and as the same shall become due and payable (whether at stated 
maturity or by required or optional prepayment or by acceleration or otherwise), (b) all Indebtedness, obligations, 
covenants, agreements and liabilities of the Company or any other Guarantor to the Authority under or in connection 
with or evidenced by the Financing Documents, in each case whether now existing or hereafter arising (and whether 
arising before or after the filing of a petition in bankruptcy), due or to become due, direct or indirect, absolute or 
contingent, and howsoever evidenced, held or acquired and (c) any and all reasonable expenses and charges, legal or 
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otherwise, suffered or incurred by any Senior Bondholder or the Trustee in collecting or enforcing any of such 
indebtedness, obligations, covenants, agreements and liabilities or in realizing on or protecting or preserving any 
security therefor, including, without limitation, the lien and security interests granted by the Security Documents (all 
of the indebtedness, obligations, covenants, agreements, liabilities, expenses and charges described in clauses (a) 
through (c), inclusive, above being referred to herein as the “Guaranteed Obligations”). The guaranty in the preceding 
sentence shall be an absolute, present and continuing guaranty of payment and performance and not of collectability 
and shall in no way be conditional or contingent upon any attempt to collect from the Company or any other guarantor 
of the Promissory Notes (including, without limitation, any other Guarantor hereunder) or upon any other action, 
occurrence or circumstance whatsoever. Any holder may, at its option, proceed hereunder against each Guarantor in 
the first instance to collect monies when due, the payment of which is guaranteed hereby, without first proceeding 
against the Company or any other Person and without first resorting to any direct or indirect security for the Promissory 
Notes, this Loan Agreement or the Financing Documents or any other remedy. 

In the event that the Company or any other Guarantor shall fail to make, on or before the due date thereof, 
any payment of the Guaranteed Obligations, or if the Company or any other Guarantor shall fail to perform, keep, 
observe, or fulfill any other Guaranteed Obligation in the manner provided in the Loan Agreement, the Promissory 
Notes or the other Financing Documents, each Guarantor shall cause forthwith to be paid the moneys, or to be 
performed, kept, observed, or fulfilled each of such obligations, in respect of which such failure has occurred in 
accordance with the terms and provisions of the Loan Agreement, the Promissory Notes or the other Financing 
Documents without demand, presentment, protest or notice of any kind, pursuant to the requirements for payment or 
performance specified in the Promissory Notes, the Loan Agreement or the other Financing Documents. Each default 
in payment or performance of any of the Guaranteed Obligations shall give rise to a separate cause of action under the 
Loan Agreement and separate suits may be brought thereunder as each cause of action arises. 

Each Guarantor will agree to pay and to indemnify and save the Trustee and each holder harmless from and 
against any damage, loss, cost or expense (including attorneys’ fees) which the Trustee and such holder may incur or 
be subject to as a consequence, direct or indirect, of (a) any breach by such Guarantor, by any other Guarantor or by 
the Company of any warranty, covenant, term or condition in, or the occurrence of any default under, the Loan 
Agreement, the Promissory Notes, any other Financing Document or any other instrument referred to therein, together 
with all expenses resulting from the compromise or defense of any claims or liabilities arising as a result of any such 
breach or default, (b) any legal action commenced to challenge the validity or enforceability of the Loan Agreement, 
the Promissory Notes, any other Financing Document or any other instrument referred to therein and (c) enforcing or 
defending (or determining whether or how to enforce or defend) the provisions of the Loan Agreement. 

Each Guarantor liability under the Loan Agreement will be joint and several with the other Guarantors and 
any other Person(s) who may guarantee the obligations and Indebtedness under and in respect of the Promissory Notes, 
the Loan Agreement and the other Financing Documents. 

Notwithstanding the foregoing provisions or any other provision of the Loan Agreement, the Authority (by 
accepting the Loan Agreement on behalf of itself and its successors and assigns), and each Guarantor will agree that, 
if at any time the Guaranteed Obligations exceed the Maximum Guaranteed Amount (as hereinafter defined) for such 
Guarantor determined as of such time with regard to such Guarantor, then the Loan Agreement shall be automatically 
amended in respect of such Guarantor to reduce the Guaranteed Obligations to the Maximum Guaranteed Amount for 
such Guarantor. Such amendment shall not require the written consent of any Guarantor or any holder and shall be 
deemed to have been automatically consented to by each Guarantor and each holder. Each Guarantor agrees that the 
Guaranteed Obligations may at any time exceed the Maximum Guaranteed Amount without affecting or impairing the 
obligation of such Guarantor. “Maximum Guaranteed Amount” means as of the date of determination with respect to 
a Guarantor, the lesser of (a) the amount of the Guaranteed Obligations outstanding on such date and (b) the maximum 
amount that would not render such Guarantor’s liability under the Loan Agreement subject to avoidance under Section 
548 of the United States Bankruptcy Code (or any successor provision) or any comparable provision of applicable 
state Law. 

Certain Tax Matters.  In the Loan Agreement the Company has informed the Authority that it intends to 
treat the 2022A Project Loan as a contingent payment debt instrument governed by the rules set forth in Treasury 
regulations section 1.1275-4 (the “Contingent Debt Regulations”).  Consequently, the Series 2022A Bonds will be 
treated as a contingent payment debt instrument governed by the Contingent Debt Regulations.  The Company 
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undertakes to comply with all tax reporting and disclosure obligations that may be imposed under the Contingent Debt 
Regulations including, without limitation, the determination of the comparable yield and projected payment schedule.  
To request a copy of the comparable yield and projected payment schedule, a Holder of the Series 2022A Bonds 
should contact the Chief Executive Officer of the Company at 1839 S. Alma School Rd #380, Mesa, Arizona 85210.  
The Company shall provide a copy of the comparable yield and projected payment schedule pursuant to the Loan 
Agreement no later than 30 days after receipt of a written request from any Holder of the Series 2022A Bonds.  Any 
Holder of the Series 2022A Bonds may request that such comparable yield and projected payment schedule be audited 
or reviewed by a third party chosen by such Holder and the Company shall pay such third party’s fee. 

Indenture 

Source of Payment of the Series 2022 Bonds; Limited Obligations.  The principal, interest and premium, 
if any, of the Series 2022 Bonds and any Additional Bonds are payable solely from and secured by the Trust Estate. 

THE BONDS CONSTITUTE SPECIAL LIMITED OBLIGATIONS OF THE AUTHORITY AND 
EXCEPT TO THE EXTENT PAYABLE FROM BOND PROCEEDS AND INVESTMENT INCOME ARE 
PAYABLE SOLELY FROM CERTAIN PAYMENTS, REVENUES AND OTHER AMOUNTS PLEDGED UNDER 
THE INDENTURE.  THE BONDS, THE PREMIUM, IF ANY, AND THE INTEREST THEREON WILL BE 
SPECIAL LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE EXCLUSIVELY FROM THE TRUST 
ESTATE.  THE BONDS WILL NOT CONSTITUTE A DEBT OR A LOAN OF CREDIT OR A PLEDGE OF THE 
FULL FAITH AND CREDIT OR TAXING POWER OF THE AUTHORITY, THE AFA, THE STATE OF 
ARIZONA, OR OF ANY POLITICAL SUBDIVISION THEREOF, WITHIN THE MEANING OF ANY ARIZONA 
CONSTITUTIONAL PROVISIONS OR STATUTORY LIMITATION AND SHALL NEVER CONSTITUTE NOR 
GIVE RISE TO A PECUNIARY LIABILITY OF THE AUTHORITY, THE AFA OR THE STATE OF ARIZONA 
OR ANY POLITICAL SUBDIVISION THEREOF.  THE BONDS WILL NOT CONSTITUTE, DIRECTLY OR 
INDIRECTLY, OR CONTINGENTLY OBLIGATE OR OTHERWISE CONSTITUTE A GENERAL 
OBLIGATION OF OR A CHARGE AGAINST THE GENERAL CREDIT OF THE AUTHORITY, BUT WILL BE 
SPECIAL LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE SOLELY FROM THE SOURCES 
DESCRIBED IN THE INDENTURE, BUT NOT OTHERWISE.  THE AUTHORITY HAS NO TAXING POWER. 

NO RECOURSE WILL BE HAD FOR THE PAYMENT OF THE PRINCIPAL OF OR PREMIUM, IF 
ANY, OR INTEREST ON THE BONDS AGAINST ANY PAST, PRESENT, OR FUTURE OFFICER, DIRECTOR, 
EMPLOYEE, COUNSEL, ADVISOR, AGENT, CONTRACTOR, CONSULTANT, PROGRAM MANAGER OR 
EXECUTIVE DIRECTOR OF THE AUTHORITY, OR THE AFA, OR OF ANY SUCCESSOR TO THE 
AUTHORITY OR THE AFA, AS SUCH, EITHER DIRECTLY OR THROUGH THE AUTHORITY OR THE AFA 
OR ANY SUCCESSOR TO THE AUTHORITY OR THE AFA, UNDER ANY RULE OF LAW OR EQUITY, 
STATUTE, OR CONSTITUTION OR BY THE ENFORCEMENT OF ANY ASSESSMENT OR PENALTY OR 
OTHERWISE AND ALL SUCH LIABILITY OF ANY SUCH OFFICERS, DIRECTORS, EMPLOYEES, 
COUNSEL, ADVISORS, AGENTS, CONTRACTORS, CONSULTANTS, PROGRAM MANAGERS OR 
EXECUTIVE DIRECTORS, AS SUCH, IS HEREBY EXPRESSLY WAIVED AND RELEASED AS A 
CONDITION OF AND CONSIDERATION FOR THE EXECUTION AND ISSUANCE OF THE SERIES 2022 
BONDS. 

Additional Bonds.  Additional Bonds may be issued under the Indenture, as more fully described below, (i) 
to pay costs of repairs, replacements, additions and improvements to the Project and related expenditures; (ii) to refund 
Outstanding Bonds; (iii) to make deposits to the Senior Debt Service Reserve Fund; (iv) to pay capitalized interest 
and costs of issuing such Additional Bonds; (v) to complete construction of the Project; and (vi) for any other lawful 
purpose associated with the improvement or enhancement of the Project.  Absent the indefeasible payment in full in 
cash of all Senior Secured Obligations to the Senior Bondholders, no Additional Bonds shall be issued unless the 
Majority Senior Bondholder consents to the issuance and use of proceeds of such Additional Bonds. 

The terms and provisions relating to a series of Additional Bonds are required to be as set forth in the 
Supplemental Indenture providing for the issuance of such series of Additional Bonds.  Each series of Additional 
Bonds, upon execution on behalf of the Authority, are required to be deposited with the Trustee for authentication and 
delivery, and the Trustee is required to authenticate and deliver such Additional Bonds upon receipt by the Trustee of 
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certain certificates, resolutions and opinions of the Authority, Bond Counsel and the Company, as applicable and  as 
more specifically described in the Indenture. 

The term “Bonds” used in this Limited Offering Memorandum refers to both the Series 2022 Bonds being 
issued on the Closing Date and any Additional Bonds. 

Funds and Accounts under the Indenture.  The following funds and accounts are required to be established 
and created under the Indenture (collectively, the “Funds and Accounts”): (i) the Revenue Fund, (ii) the Project Fund 
and within the Project Fund, one or more Project Accounts, including the 2022 Project Account, one or more 
Capitalized Interest Accounts, including the 2022A Capitalized Interest Account, one or more Costs of Issuance 
Accounts, including the 2022 Costs of Issuance Account; (iii) the Operating and Maintenance Fund; (iv) the Debt 
Service Fund and within the Debt Service Fund, the Senior Interest Account and the Senior Principal Account; (v) the 
Senior Debt Service Reserve Fund; (vi)  the Operating Reserve Fund; (vii) the Repair and Replacement Reserve Fund; 
(viii) Capital Lease Fund; (ix) the Working Capital Fund; (x) the Surplus Fund; and (xi) the Excess Revenue Fund.  
See “FUNDS AND ACCOUNTS AND FLOW OF FUNDS – Description of Funds and Accounts.” 

Investment of Moneys.  So long as no Default or Event of Default shall have occurred and be continuing, 
all moneys in any of the Funds or Accounts are required to be invested and reinvested by the Trustee as specifically 
directed in writing by an Authorized Company Representative, solely in Investment Securities that mature, or are 
subject to repurchase, redemption or withdrawal without penalty and at the option of the Trustee on or before the dates 
on which the amounts invested are reasonably expected to be needed for the purposes of the Indenture.  In the absence 
of such direction, except if the Indenture expressly provides that funds shall remain uninvested, the Trustee is required 
to invest all money on deposit in the Funds and Accounts held by the Trustee in the money market mutual fund 
designated in writing by the Company to the Trustee.  If no such fund is designated in writing by the Company, the 
Trustee shall be under no obligation to invest any money in the Funds or Accounts and such money shall remain 
uninvested. Notwithstanding anything else in the Indenture, any moneys held in the Debt Service Fund for the payment 
of particular Senior Bonds (prior to the payment or redemption date thereof) are required to be held uninvested or are 
required to be invested at the specific written direction of the Company solely in Government Obligations that mature 
not later than the date on which it is estimated that such moneys will be required to pay such Senior Bonds (but in any 
event maturing in not more than 30 days).   

All interest, profits and other income received from the investment of moneys in any Fund or Account 
established pursuant to the Indenture and allowed to be invested in accordance with the Indenture are required to be 
deposited in the Fund or Account from which such investment was made.  

Events of Default and Remedies.  Each of the following events constitutes an “Event of Default” under the 
Indenture: 

(a) default in the due and punctual payment of the principal of or premium, if any, on any 
Senior Bond when and as the same becomes due and payable, whether at maturity as therein expressed, by proceedings 
for redemption, by acceleration, or otherwise; 

(b) default in the due and punctual payment of any installment of interest on any Senior Bond 
when and as the same becomes due and payable, whether on each Interest Payment Date as therein expressed, by 
proceedings for redemption, by acceleration, or otherwise; 

(c) as to the Senior Bonds only, and subject to the Authority’s and the Company’s ability to 
cure defaults under the Indenture, default or breach by the Authority in the observance of any of the covenants, 
agreements or conditions on its part in the Indenture, any Supplemental Indenture, in the Senior Bonds or any other 
Authority Document (other than a default under subsections (a) or (b) above); 

(d) after the date on which no Senior Bonds Remain Outstanding, default in the due and 
punctual payment of the principal of or premium, if any, on any Subordinate Bond when and as the same shall become 
due and payable, whether at maturity as therein expressed, by proceedings for redemption, by acceleration, or 
otherwise; 
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(e) after the date on which no Senior Bonds Remain Outstanding, and provided that the 
Outstanding amount of Subordinate Bonds equals the Maximum 2022B Bond Amount, default in the due and punctual 
payment of any installment of interest on any Subordinate Bond when and as the same shall become due and payable, 
whether on each Subordinate Bond Payment Date as therein expressed, by proceedings for redemption, by 
acceleration, or otherwise;  

(f) after the date on which no Senior Bonds Remain Outstanding, as to the Subordinate Bonds 
only, and subject to the Authority’s and the Company’s ability to cure defaults under the Indenture, default or breach 
by the Authority in the observance of any of the covenants, agreements or conditions on its part in the Indenture, any 
Supplemental Indenture or in the Series 2022B Bonds (other than a default under subsections (d) or (e) above); 

(g) the occurrence of a Loan Default Event;  

(n) the transfer of any amounts from the Repair and Replacement Reserve Fund to the Debt 
Service Fund to pay debt service on the Senior Bonds for two consecutive Bond Payment Dates; provided that a draw 
on the Repair and Replacement Reserve Fund will not constitute an Event of Default if amounts in the Repair and 
Replacement Reserve Fund are replenished as described under “ – Repair and Replacement Reserve Fund” herein; 
and 

(o) an Event of Bankruptcy. 

Acceleration. If an Event of Bankruptcy has occurred, all the Bonds then Outstanding, the Premium thereon 
(in accordance with the Indenture) and interest accrued thereon to the date of acceleration automatically become 
immediately due and payable.  Upon the occurrence and during the continuation of any other Event of Default than 
described in the immediately preceding sentence under the Indenture, the Trustee may, and upon the written direction 
to the Trustee by the Majority Senior Bondholder is required to, by written notice to the Authority and the Company, 
declare the principal of all of such Bonds then Outstanding, the Premium thereon (in accordance with the Indenture) 
and interest accrued thereon to the date of acceleration to be due and payable immediately.  Upon the Bonds becoming 
due and payable under this paragraph, whether automatically or by such declaration, such principal of, Premium (in 
accordance with the Indenture) and interest accrued thereon to the date of acceleration will become due and payable 
immediately at the place of payment provided therein, anything in the Indenture or the Bonds notwithstanding.  Upon 
the occurrence of any acceleration under the Indenture, the Trustee is required to immediately declare all payments 
due under the Loan Agreement to be immediately due and payable with respect to the Senior Bonds.   

Notwithstanding any provision hereof to the contrary, (i) no acceleration of the Bonds shall occur or be 
permitted as a result of an Event of Default with respect to the Subordinate Bonds so long as any Senior Bonds remain 
Outstanding and (ii) the Majority Senior Bondholder may elect to accelerate, or not accelerate, the Senior Bonds and 
the Subordinate Bonds separate and apart from each other in its sole discretion.  See “SECURITY AND SOURCES 
OF PAYMENT FOR THE SERIES 2022 BONDS – Exercise of Remedies.” 

Other Remedies.  Upon the occurrence and during the continuation of an Event of Default under the 
Indenture, the Trustee may, and upon the written direction to the Trustee by the Majority Senior Bondholder is required 
to enforce its rights by one or more of the following remedies:   

(a) exercise any and all rights of the Authority (other than the Authority’s Reserved Rights) 
under the Indenture, the Loan Agreement, the Notes and any other Authority Document, as applicable; 

(b) exercise any and all rights of the Authority (other than the Authority’s Reserved Rights), 
the Company and the Trustee under the Security Documents and the contracts and agreements and rights assigned 
thereunder, and to enforce each and every Security Document, Project Construction Document and Project Document, 
including without limitation rights under any related performance and/or payment bonds or security, the right to 
prevent or cure any default of the Company, as applicable, under the Project Documents; and to take possession of the 
Project or to designate a New Operator;  
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(c) proceed to protect and enforce its rights and the rights of the Holders of the Senior Bonds 
under the Indenture and the Security Documents and under the other Financing Documents by a suit or suits in equity 
or at law, for payment, for the specific performance of any covenant or agreement contained in the Indenture or in aid 
of the execution of any power therein granted, and/or for the enforcement of any other appropriate legal or equitable 
remedy, as the Trustee in reliance upon the advice of counsel may deem most effective to protect and enforce any of 
the rights or interests of the Holders of the Senior Bonds under the Bonds, the Indenture, the Security Documents, the 
Project Documents, the Loan Agreement, the Notes and any other Authority Document. 

(d) bring suit upon the Bonds (or any portion thereof); or 

(e) by action or suit in equity seek to enjoin any acts or things which may be unlawful or in 
violation of the rights of the Owners of Bonds (or any portion thereof).  

Notwithstanding any other provision of the Indenture or the Security Documents, the Trustee shall not be 
obligated to initiate foreclosure proceedings under the Deed of Trust or take possession of the Project if, in the 
Trustee’s reasonable discretion, such action would subject the Trustee to unindemnified potential liability for the cost 
of investigation, removal, or remedial action with respect to any hazardous or toxic substances.  The Trustee shall 
have no authority to manage, own, or operate the Project except as may be necessary to exercise remedies upon default. 

Notwithstanding anything contained in the Indenture or in the Deed of Trust to the contrary, upon the 
occurrence and continuance of an Event of Default, before taking any foreclosure action or any action which may 
subject the Trustee to liability under any Environmental Law, the Trustee may require that a satisfactory indemnity 
bond, indemnity or environmental impairment insurance be furnished for the payment or reimbursement of all 
expenses to which it may be put and to protect it against all liability resulting from any Claims, judgments, damages, 
losses, penalties, fines, liabilities (including strict liability) and expenses which may result from such foreclosure or 
other action.  The Trustee shall not be required to take any foreclosure action if the approval of a government regulator 
shall be a condition precedent to taking such action, and such approval has not been obtained. 

Application of Revenues and Other Funds After Default.  If an Event of Default shall occur and be 
continuing, all amounts then held by the Trustee under the Indenture and any amounts then available or to become 
available to the Trustee, shall, subject to subsection (c) of below and to the provisions of the Subordination Agreement 
be applied by the Trustee as follows: 

(a) Unless the principal of all the Bonds shall have been declared due and payable, all such 
moneys shall be applied (i) first, to the payment of all amounts due to the Trustee under the Financing Documents, 
including without limitation under the Indenture relating to the compensation and expenses of the Trustee; (ii) second, 
to the payment of Operating and Maintenance Expenses then due and owing; (iii) third, to the payment of any amounts 
then due and payable to the Authority, including counsel fees and expenses, incurred in connection with the Event of 
Default; (iv) fourth, to the payment of all installments of unpaid interest on the Senior Bonds that shall have become 
due and payable in the order in which such installments became due and payable, and, if the amount available shall 
not be sufficient to pay in full any particular installment, then to the payment, ratably, according to the amounts due 
on such installments, without discrimination or preference; (v) fifth, ratably, to the payment of the unpaid principal 
amount, and premium, of any Senior Bonds that shall have become due and payable, in order of due dates (other than 
Senior Bonds called for redemption or contracted to be purchased for the payment of which moneys are held pursuant 
to the provisions of this Indenture), with interest upon the overdue principal amounts and premium of the Senior Bonds 
from the respective dates upon which they shall have become due and payable at the rate borne by the Senior Bonds, 
and, if the amount available shall not be sufficient to pay in full the principal and premium of all such Senior Bonds 
due and payable on any particular due date, together with such interest, then to the payment first of such interest, 
ratably, according to the amounts of principal due on such date, without any discrimination or preference; and (vi) 
sixth, in accordance with the provisions of the Indenture described more fully in “FUNDS AND ACCOUNTS AND 
FLOW OF FUNDS” herein. 

(b) If the principal of all the Bonds shall have been declared due and payable, or if the Trustee 
receives any proceeds from foreclosing upon or otherwise exercising post-default secured creditor remedies against 
the Trust Estate or any Collateral, all such moneys and proceeds shall be applied (i) first, to the payment of all amounts 
due to the Trustee under the Financing Documents; (ii) second, to the payment of Operating and Maintenance 
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Expenses then due and owing; (iii) third, to the payment of any amounts then due and payable to the Authority, 
including counsel fees and expenses incurred in connection with the Event of Default; (iv) fourth, ratably, to the 
payment of the principal, premium and interest then due and unpaid upon the Senior Bonds, without preference or 
priority of principal, premium over interest or of interest over principal, premium or of any installment of interest over 
any other installment of interest, or of any Senior Bond over any other Senior Bond, ratably, according to the amounts 
due respectively for principal, premium and interest, without any discrimination or preference; (v) fifth, ratably, to the 
payment of the principal, premium and interest then due and unpaid upon the Series 2022B Bonds, without preference 
or priority of principal over interest or of interest over principal, or of any installment of interest over any other 
installment of interest, or of any Series 2022B Bond over any other Series 2022B Bond, ratably, according to the 
amounts due respectively for principal, premium and interest, without any discrimination or preference; (vi) sixth, all 
other amounts due to any other Person legally entitled thereto; and (vii) seventh, the surplus, if any, to the Company. 

(c) Whenever money is to be applied pursuant to the provisions of the above provisions, the 
Trustee may, in its discretion, establish and maintain a reserve for future fees and expenses, and may apply money to 
be distributed at such times, and from time to time, as the Trustee shall determine, having due regard for the amount 
of such money available for application and the likelihood of additional money becoming available for such 
application in the future.  Whenever the Trustee shall apply such funds to the payment of Bonds, it shall fix a date 
(which shall be an Interest Payment Date unless it shall deem another date more suitable) upon which such application 
is to be made and upon such date interest on the amounts of principal to be paid on such dates, and for which money 
is available, shall cease to accrue.  The Trustee shall also select a record date for such payment date.  The Trustee shall 
give such notice as it may deem appropriate of the deposit with it of any money and of the fixing of any such record 
date and payment date, and shall not be required to make payment to the Holder of any Bond until such Bond shall be 
presented to the Trustee for appropriate endorsement or for cancellation if fully paid. 

Bondholders’ Right to Direct Operations.  While any Senior Bonds Remain Outstanding, notwithstanding 
anything in the Indenture to the contrary, if no principal amount of Senior Bonds is redeemed on any Mandatory 
Redemption Date, the Company shall retain an Independent Engineer to evaluate and make written recommendations 
regarding the Company’s operation of the Project that the Independent Engineer believes in its reasonable, 
professional opinion could enhance Available Revenues sufficient to pay the redemption price of Series 2022A Bonds 
on the next succeeding Mandatory Redemption Date.  

While any Senior Bonds Remain Outstanding, notwithstanding anything in the Indenture to the contrary, if 
(i) no principal amount of Senior Bonds is redeemed on any two consecutive Mandatory Redemption Dates, or (ii) the 
Company fails to replenish any deficiency in the Senior Debt Service Reserve Fund within two (2) months from the 
date that the Company receives written notice of such deficiency from the Trustee, then the Majority Senior 
Bondholder shall have the right, in consultation with the Company and with an independent engineer selected by the 
Majority Senior Bondholder (the “Senior Bondholders’ Independent Engineer”), to evaluate the Company’s 
operations and, thereafter, the Senior Bondholders’ Independent Engineer shall be required to provide to the Company, 
the Trustee, the Authority and the Holders written recommendations regarding the Company’s operation of the Project 
that the Senior Bondholders’ Independent Engineer believes in its reasonable professional judgment would improve 
performance of the Project, specifically the production of lumber and related byproducts at the Mills and the financial 
performance of the Project.  The Company shall review such reports and written recommendations and shall meet 
with the Senior Bondholders’ Independent Engineer to discuss such report and recommendations.  Following such 
meeting, the Company shall promptly implement such recommendations except (i) those recommendations that 
require an expenditure of funds greater than the amount available or projected to be available for such purpose under 
this Indenture or those recommendations that could, based on the written advice of Bond Counsel, could cause a 
default under the Financing Documents or the Necessary Business Contracts or (ii) those recommendations with which 
the Company reasonably disagrees, which disagreement shall be discussed and addressed in good faith by the 
Company and the Senior Bondholders’ Independent Engineer during the 60 day period following the Company’s 
receipt of such recommendations. 

Amendments. 

Limitations. None of the Indenture, the Loan Agreement or the other Financing Documents may be modified 
or amended in any respect subsequent to the initial issuance of the Series 2022 Bonds, and the Subordination 
Agreement shall not be amended or modified subsequent to its initial execution, except as may be expressly provided 
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therein and in accordance with and subject to the provisions of the Indenture.  The Trustee will not be obligated to 
enter into or consent to any Supplemental Indenture or any waiver or other modification of the Indenture or any 
modification, alteration, amendment or supplement to the Loan Agreement, the Subordination Agreement or any of 
the Financing Documents that affects the duties, liabilities, rights and immunities of the Trustee thereunder or under 
the Indenture. 

Supplemental Indentures Without Consent of Owners.  The Authority may, and, subject to the provisions of 
“– Limitations” above, the Trustee may, from time to time and at any time (without the consent of but with prior notice 
to the Owners) enter into Supplemental Indentures as follows: 

(a) to cure any formal defect, omission, inconsistency or ambiguity in the Indenture; 

(b) to grant to or confer or impose upon the Trustee for the benefit of the Holders any additional 
rights, remedies, powers, authority, security, liabilities or duties which may lawfully be granted, conferred or imposed 
and which are not contrary to or inconsistent with the Indenture as theretofore in effect; 

(c) to add to the covenants and agreement of, and limitations and restrictions upon, the 
Authority in the Indenture other covenants, agreements, limitations and restrictions to be observed by the Authority 
that are not contrary to or inconsistent with the Indenture as theretofore in effect; 

(d) to confirm, as further assurance, any pledge under, and the subjection of the Trust Estate 
to any Claim, Lien or pledge created or to be created by, the Indenture; 

(e) while the Senior Bonds Remain Outstanding, to grant or pledge to the Trustee for the 
benefit of the Holders of the Senior Bonds any additional security and after No Senior Bonds Remain Outstanding, to 
grant or pledge to the Trustee for the benefit of the Holders of the Bonds any additional security; 

(f) to authorize different Authorized Denominations of the Bonds and to make correlative 
amendments and modifications to the Indenture regarding exchangeability of Bonds of different Authorized 
Denominations, redemptions of portions of Bonds of particular Authorized Denominations and similar amendments 
and modifications of a technical nature; 

(g) to modify, alter, supplement or amend the Indenture in such manner as would permit the 
qualification thereof under the Indenture Act, as from time to time amended; 

(h) to increase or decrease the number of days for notices or to change the addresses specified 
in the Indenture, provided that no decreases in any such number of days will become effective until 30 days after the 
Trustee has given notice to the Holders; 

(i) to obtain or maintain a rating on the Bonds; 

(j) to provide for the procedures required to permit the Bonds to be held in certificated form;  

(k) to modify, alter, amend or supplement the Indenture in such manner as will preserve the 
tax-exempt status of interest on the Bonds constituting Tax-Exempt Obligations; and 

(l) to provide for the issuance of Additional Bonds, provided the Trustee receives the consent 
of the Majority Senior Bondholder if any Senior Bonds Remain Outstanding and the certifications required pursuant 
to the Indenture, as applicable. 

Before the Authority and the Trustee enter into any such Supplemental Indenture, an Opinion of Bond 
Counsel is required to be delivered to the Trustee and the Authority stating that such Supplemental Indenture is 
authorized or permitted by the Indenture and complies with its terms, that it will, upon the execution and delivery 
thereof, be valid and binding upon the Authority in accordance with its terms and that it will not adversely affect the 
exemption from federal income taxation of interest on Bonds constituting Tax-Exempt Obligations. 
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Supplemental Indentures With Consent of Owners.  Except for any Supplemental Indenture, the Majority 
Senior Bondholder has the right from time to time to consent to and approve the execution and delivery by the 
Authority and the Trustee of any Supplemental Indenture deemed necessary or desirable by the Authority for the 
purposes of modifying, altering, amending, supplementing or rescinding, any of the terms or provisions contained in 
the Indenture; provided, however, that, unless approved in writing by the Holders of all the Bonds affected thereby, 
nothing therein contained will permit, or be construed as permitting, (i) a change in the times, amounts or currency of 
payment of the principal of or interest on any Bond, or a reduction in the principal amount or redemption price of any 
Bond or a change in the method of determining the rate of interest thereon, or (ii) the creation of a preference or 
priority of any Bond or Bonds over any other Bond or Bonds of the same lien priority, (iii) a reduction in the aggregate 
principal amount of Bonds the consent of the Holders of which is required for any such Supplemental Indenture or 
which is required, under the Indenture, for any modification, alteration, amendment or supplement to the Indenture, 
the Loan Agreement or any of the other Financing Documents, (iv) a reduction in the Loan Repayments to be paid by 
the Company under the Loan Agreement or the Notes, (v) the creation of a Lien, pledge, assignment on or a pledge of 
any part of the Trust Estate, or the money or assets pledged under the Indenture or any part thereof, ranking prior to 
or, except as permitted in the Indenture, on a parity with the Lien, pledge and security interest created by the Indenture, 
and (vi) any change in the definition of Majority Senior Bondholder or any definition included therein. 

Amendment of Necessary Business Contracts without Consent of Holders.  Without the consent of or notice 
to the Holders or the Trustee, each Company Party (and the other parties thereto) may modify, alter, amend, or 
supplement the Necessary Business Contracts to which it is a party, as permitted in the Loan Agreement. 

Amendment of Necessary Business Contracts with Consent of Holders.  Except as described under “-
Amendment of Necessary Business Contracts without Consent of Holders” above, the Company Parties shall not 
permit or enter into, any amendment, change or modification of any Necessary Business Contracts without the written 
approval or consent of Majority Senior Bondholder.  

Amendment of Loan Agreement and the Security Documents.  Except as provided in the Loan Agreement, 
the Authority shall not amend, modify or terminate any of the terms of the Loan Agreement, or consent to any such 
amendment, modification or termination, without the prior written consent of the Trustee (acting at the direction of 
the Majority Senior Bondholder).  The Trustee, acting at the direction of the Majority Senior Bondholder, shall give 
such written consent only after the Trustee first obtains the written consent of the Majority Senior Bondholder to such 
amendment, modification or termination, provided that no such amendment, modification or termination shall reduce 
the amount of Loan Repayments to be made by the Company pursuant to the Loan Agreement, or extend the time for 
making such payments, without the written consent of all of the Holders of the Bonds then Outstanding affected 
thereby. 

Subordination Agreement 

General.  Pursuant to the Subordination Agreement, each of the Company Parties, the Authority and each 
Subordinate Lender hereby agrees that, (i) the obligations of the Company Parties (the “Subordinate Obligations”) 
under the Series 2022B Note, the Series 2022B Bonds, the Indenture, the Loan Agreement, the Private Credit 
Agreement and all other documents that evidence the Restructured Lateral Loan or any guarantee thereof (the 
“Subordinate Debt Documents”) are and shall be at all times subject and subordinate to the prior payment and 
performance of the Senior Secured Obligations by the Company Parties and the Authority (solely to the extent of the 
Authority’s obligations under the Indenture and the Loan Agreement) to the Senior Bondholders , (ii) no portion of 
the Subordinate Obligations shall be payable from any property or assets of any Company Party or any other Person 
or source other than from funds released by the Trustee to Subordinate Lenders pursuant to, and in accordance with, 
the express terms of the Indenture, (iii) no Subordinate Lender will have any right, absent the payment in full in cash 
of all Senior Secured Obligations to the Senior Bondholders, to pursue or direct any remedy available to the 
Subordinate Lenders with respect to the Subordinate Obligations, except that the Subordinated Lenders may accelerate 
the Subordinate Obligations solely to the extent the Senior Secured Obligations have been accelerated and may not 
take any action in a Proceeding unless expressly permitted under the Subordination Agreement; and (iv) that no interest 
shall be payable in cash under the Subordinate Debt Documents absent the payment in full in cash of all Senior Secured 
Obligations to the Senior Bondholders; provided that non cash interest may accrue on the Subordinate Obligations 
absent payment in full in cash of all Senior Secured Obligations to the Senior Bondholders as expressly permitted by 
the Indenture. 
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Liens.  Each Subordinate Lender acknowledges and agrees that the full, prompt and complete payment of 
the Senior Secured Obligations is secured by a first priority senior Lien on the Trust Estate and other collateral granted 
in accordance with the Security Documents and other Senior Bond Documents (collectively, the “Senior Bond 
Collateral”). Notwithstanding any understanding between any Subordinate Lender and any Company Party, the order 
or time of creation, acquisition, attachment, or the order, time, or manner of perfection, or the order or time of filing 
or recordation of any document or instrument, or other method of perfecting a security interest or Lien on and against 
any of the Senior Bond Collateral, each Subordinate Lender acknowledges and agrees that, absent the payment in full 
in cash of all Senior Secured Obligations to the Senior Bondholders, that (1) the Subordinate Obligations shall be 
unsecured and not entitled to any lien or security interest in and to the Trust Estate or any other assets of any Company 
Party or any other Person and (2) all rights and remedies of Trustee with respect to the Senior Secured Obligations 
and the Liens and security interests of Trustee in or with respect to any property of the Company Parties (including 
the Liens created under the Security Documents and in accordance with the other Senior Bond Documents and all 
rights and remedies of Trustee with respect to any insurance policies or insurance proceeds) are, and shall at all times 
continue to be superior in all respects to the interests of each Subordinate Lender. Upon and during the payment in 
cash of the Senior Secured Obligations to the Senior Bondholders, all right, title and interest of the Senior Bondholders 
in and to the lien on and security interest in, the Senior Bond Collateral shall, subject to the Subordination Agreement, 
be assigned, transferred and conveyed to the Series 2022B Bondholders, such conveyance to be made on an as is, 
where is basis without recourse and without any representation or warranty from Trustee or any other Senior 
Bondholders.  Upon and during the payment in cash of the Series 2022B Bonds to the Series 2022B Bondholders, all 
right, title and interest of the Series 2022B Bondholders in and to the lien on and security interest in, the Senior Bond 
Collateral shall, subject to the Subordination Agreement, be assigned, transferred and conveyed to the Lateral 
Administrative Agent to secure the Restructured Lateral Loan, such conveyance to be made on an as is, where is basis 
without recourse and without any representation or warranty from Trustee or any other Series 2022B Bondholder. 

Each Company Party agrees that it will not give or permit to be given, and each Subordinate Lender agrees 
that it will not receive from any Company Party any claim, or have the benefit of, any security for any monies owed 
by any Company Party to the Subordinate Lenders in connection with the Subordinate Obligations absent the payment 
in full in cash of all Senior Secured Obligations to the Senior Bondholders. 

The parties hereto agree that, after the date of the Subordination Agreement, if any Subordinate Lender shall 
hold any Lien on any assets of any Company Party securing any Subordinate Obligations (including without limitation 
any lien granted as adequate protection in any Proceeding) that are not also subject to the first priority Lien of the 
Trustee under the Senior Bond Documents, such Company Party shall promptly give written notice thereof to the 
Trustee and, promptly upon demand by the Trustee, such Company Party shall grant a first priority Lien thereon to 
the Trustee in a manner and on terms satisfactory to Trustee and such Subordinate Lender shall immediately release 
its Lien upon such assets upon demand by the Trustee.  

Notwithstanding any provision to the contrary herein, in any Senior Bond Document, in any Subordinate 
Debt Documents, or otherwise, except as permitted under the paragraph captioned “General” above, no payment or 
delivery shall be made to any Subordinate Lender in payment of, or in satisfaction for, any amount owed to it under 
the Subordinate Obligations, of securities or other obligations which are issued upon any merger, consolidation, sale, 
lease, transfer or other disposal by any Person succeeding to any Company Party or acquiring any Company Party’s 
property and assets, unless such securities or obligations are pledged in favor of and delivered to the Trustee for the 
benefit of the Senior Bondholders and the claims and rights of each Subordinate Lender with respect to such securities 
or obligations are subordinate and junior to the payment in full in cash of all Senior Secured Obligations to the Senior 
Bondholders. 

Receipt of Payments.  Should any Subordinate Lender directly or indirectly receive any collateral, payment 
or distribution (a “Payment”) subject to a lien in favor of the Trustee or not permitted by the provisions of the 
Subordination Agreement from any Company Party or any other Person absent the payment in full in cash of all Senior 
Secured Obligations to the Senior Bondholders, such Payment shall (1) be deemed to have been received by such 
Subordinate Lender in trust for the benefit of the Trustee and the Senior Bondholders for the payment of the Senior 
Secured Obligations and (2) be segregated immediately upon receipt by such Subordinate Lender from other funds of 
such Subordinate Lender, and promptly be turned over, in the form received (except for the endorsement or assignment 
of Subordinate Lender to the Trustee, if requested by the Trustee or as a court of competent jurisdiction may otherwise 
direct), to the Trustee for payment of, or as security for, the Senior Secured Obligations or otherwise as The Trustee 
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determines in accordance with or as contemplated by the Senior Bond Documents. The Trustee is hereby authorized 
to make any such endorsements as agent for each such Subordinate Lender with respect to any such Payment. 

If at any time payment of all or any part of the Senior Secured Obligations or the Liens granted to the Trustee 
in accordance with the Security Documents and other Senior Bond Documents, are rescinded, avoided, disgorged, 
subordinated, disallowed or must otherwise be restored or returned in connection with any bankruptcy, reorganization, 
arrangement, restructuring, composition, assignment for the benefit of creditors, insolvency, liquidation or other 
proceeding or action (a “Proceeding”) under any Bankruptcy Law or other law in respect of or related to any Company 
Party, and any Subordinate Lender has received payment of all or any part of the Subordinate Obligations, such 
payment shall (1) be deemed to have been received by such Subordinate Lender in trust for the benefit of the Trustee 
and the Senior Bondholders for the payment of the Senior Secured Obligations and (2) be segregated immediately 
upon receipt by such Subordinate Lender from other funds of such Subordinate Lender, and promptly be turned over, 
in the form received (except for the endorsement or assignment of Subordinate Lender to the Trustee, if requested by 
the Trustee or as a court of competent jurisdiction may otherwise direct), to the Trustee for payment of, or as security 
for, the Senior Secured Obligations or otherwise as the Trustee determines in accordance with or as contemplated by 
the Senior Bond Documents, the Trustee is hereby authorized to make any such endorsements as agent for each such 
Subordinate Lender with respect to any such Payment. This authorization is coupled with an interest and is irrevocable. 
“Bankruptcy Law” means Title 11 of the United States Code or any applicable United States, state or local insolvency, 
winding up, reorganization, moratorium, preference, fraudulent conveyance or similar Law now or hereafter in effect 
for the relief of debtors or for the benefit of creditors, as amended from time to time and any successor statute and all 
rules and regulations promulgated thereunder. 

Exercise of Remedies; Prohibited Actions. In the Subordination Agreement, each Subordinate Lender will 
acknowledge and agree that: 

(i) Without limiting anything in the Subordination Agreement and to the maximum extent permitted 
by applicable Law, absent the payment in full in cash of all Senior Secured Obligations to the Senior Bondholders, 
each Subordinate Lender will not, without the prior written consent of the Trustee (acting at the direction of the 
majority in aggregate principal amount of the Outstanding Series 2022A Bonds and Additional Bonds, or for Book 
Entry Bonds, the beneficial owners of at least a majority in aggregate principal amount of the Series 2022A Bonds 
and Additional Bonds (the “Required Senior Bondholders”)): (1) sue any Company Party under any of the Subordinate 
Debt Documents or otherwise institute any legal proceedings of any kind whatsoever against any Company Party 
arising in any manner out of, in connection with or related to the Subordinate Obligations; (2) accelerate (unless the 
Senior Secured Obligations have been accelerated and only to the extent permitted under the Indenture, provided that 
the Subordinate Lenders shall rescind such acceleration, waive any default and forbear from exercising any rights at 
the direction of the Required Senior Bondholders) or accept any payment of all or a portion of the Subordinate 
Obligations from any Company Party or any other Person; (3) accept a deed or other instrument of conveyance or 
transfer of all or any part of any property of any Company Party or any other Person in lieu of instituting an action of 
foreclosure or similar action to gain possession of any property of any Company Party, (4) amend, modify or 
supplement any of the Subordinate Debt Documents other than at the direction of the Required Senior Bondholders, 
(5) whether by set off, counter claim or otherwise, reduce any amount owing by Subordinate Lender to any Company 
Party by an amount payable by any Company Party or any other Person to Subordinate Lender in respect of the 
Subordinate Obligations, (6) commence, acquiesce to, or join with any other Person or entity in commencing, or 
authorizing any voluntary or involuntary Proceeding by or against any Company Party, the Trustee or the Senior 
Bondholders, (7) permit to subsist or receive any guarantee or other assurance against loss in respect of all or any part 
of the Subordinate Obligations or accept, or otherwise take, any collateral security for such Subordinate Obligations 
or commence enforcement proceedings with respect to, or against, any collateral security for such Subordinate 
Obligations, (8) subordinate all or any part of the Subordinate Obligations owing to Subordinate Lender or the 
proceeds thereof to any sums owing by any Company Party to any Persons other than to the Trustee and the Senior 
Bondholders on account of the Senior Secured Obligations, (9) seek the appointment of a trustee, receiver, liquidator, 
restructuring officer, new management, examiner, director, responsible person, custodian, or other similar official over 
any Company Party or any Company Party’s property or assets, (10)  take any position adverse to, or in competition 
with, the position of the Trustee and Senior Bondholders in any Proceeding, (11) answer, object to, or file any 
responsive pleading to any action of foreclosure or other remedial action instituted by the Trustee, or take any action 
to stay or otherwise delay or hinder any such action by the Trustee, (12)  assert in writing or in any Proceeding that 
(a) the Trustee has in any way failed to comply with the provisions of the UCC or any other Law related to the creation 
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or perfection of any Liens granted to the Trustee under the Security Documents and other Senior Bond Documents, 
(b) that the Senior Secured Obligations, the Liens granted to the Trustee under the Security Documents and other 
Senior Bond Documents or any payments made to the Trustee or the Senior Bondholders on account of the Senior 
Secured Obligations should be rescinded, avoided, disgorged, subordinated or disallowed, (13) take possession of any 
property of any Company Party or exercise any similar self help remedies, (14) otherwise take or omit to take any 
action or step whereby the subordination of the Subordinate Obligations contemplated by the Subordination 
Agreement might be impaired, terminated or adversely affected in any respect; except, and in each of the foregoing 
cases, the Subordinate Lenders may file a proof of claim in any Proceeding so long as such proof of claim 
acknowledges and provides that such claim is subordinated to the Senior Secured Obligations and subject to the 
Subordination Agreement. 

(ii) The Trustee shall have, as determined in accordance with and subject to the terms of the Senior 
Bond Documents, upon the occurrence of an Event of Default (as defined in the Indenture) and upon the occurrence 
of any other events or circumstances permitted under the Senior Bond Documents, the right to (1) accelerate the Senior 
Secured Obligations, (2) commence any action to foreclose or exercise any power of sale under the Security 
Documents, (3) accept a deed or assignment in lieu of foreclosure for any part of or all of the Senior Bond Collateral, 
(4) seek or obtain a receiver for any part of or all of the Senior Bond Collateral, (5) take possession or control of any 
part of or all of the Senior Bond Collateral and collect and accept monies from the Trust Estate, (6) sue any Company 
Party under any of the Senior Bond Documents, (7) exercise any rights of set off or recoupment that the Trustee may 
have against any Company Party or (8) take any other enforcement action against any Company Party and any part of 
or all of the Senior Bond Collateral, all without any responsibility or liability to Subordinate Lender. 

Liquidation; Dissolution; Bankruptcy.  

(i) The subordination provided for in the Subordination Agreement shall apply, notwithstanding (a) the 
availability of the Senior Bond Collateral or other collateral to the Senior Secured Obligations or the actual date and 
time of execution, delivery, recordation, filing or perfection of the Security Documents and the Liens granted to the 
Trustee thereunder, (b) any challenge to the Liens granted to the Trustee under the Security Documents, the Senior 
Secured Obligations or any payments thereunder under the Bankruptcy Law. In the event of any Proceeding, the Senior 
Secured Obligations shall include all principal, interest, premiums, fees and expenses (including attorney’s fees) 
accrued and unpaid on the Senior Secured Obligations, in accordance with and at the rates specified in the Senior 
Bond Documents, both for periods before and for periods after the commencement of such Proceeding, even if the 
claim for such interest and/or fees is not allowed as against any Company Party pursuant to applicable Law. 

(ii) In any Proceeding or other proceeding at Law or in equity relating to any Company Party or any 
property of any Company Party or any distribution of any Company Party’s property, the Senior Secured Obligations 
shall first be repaid in full in cash before any payment is made upon the Subordinate Obligations. The Trustee and the 
Lateral Administrative Agent are each authorized and empowered under the Subordination Agreement, at its election 
and in the name of either itself or the Series 2022B Bondholders, in the case of the Trustee, or itself or the  Existing 
Lateral Lenders, in the case of the Lateral Administrative Agent, but without any obligation to do so, to execute and 
file proofs of claim and other documents and take any other action that the Trustee or the Lateral Administrative 
Agent, as applicable, may deem advisable to protect completely the Trustee’s and/or Lateral Administrative Agent’s 
interest in the Subordinate Obligations and its right of enforcement thereof.  Each Series 2022B Bondholder shall 
execute and deliver to the Trustee such documents and instruments as may be reasonably requested by the Trustee in 
connection with the foregoing.  Each Existing Lateral Lender shall execute and deliver to the Lateral Administrative 
Agent such documents and instruments as may be reasonably requested by the Lateral Administrative Agent in 
connection with the foregoing. 

(iii) Without limiting anything herein and to the maximum extent permitted by applicable Law, absent 
the payment of the Senior Secured Obligations in full in cash, each Subordinate Lender will not, without the written 
consent of the Trustee acting at the direction of the Required Senior Bondholders, and each Subordinate Lender waives 
any and all right to: (1) request adequate protection (as that term is defined in Bankruptcy Law), (2) file or support 
any motion not filed or supported by the Trustee on behalf of the Senior Bondholders for dismissal or relief from the 
automatic stay (as defined in Bankruptcy Law), (3)  request any post petition interest, unless such interest is paid in 
kind and the Senior Bondholders receive post-petition interest, (4) request any sale of any Company Party’s assets 
that is not supported or requested in writing by the Trustee or requested by the Trustee on behalf of the Senior 
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Bondholders prior to such request, (5) contest or object to any sale of or plan of reorganization or liquidation for any 
Company Party’s assets that is supported and approved by the Trustee or (6)  file, propose, support, or accept any plan 
of reorganization of any Company Party that is not supported by and approved by the Trustee or reject any plan of 
reorganization or liquidation of any Company Party that is supported by and approved by the Trustee.  Each 
Subordinate Lender further agrees that, subject to the foregoing, with respect to any Proceeding: (1) it shall not make 
any election, give any consent, commence any action or file any motion, claim, obligation, notice or application or 
take any other action in any Proceeding by or against any Company Party adverse to the interests of the Senior 
Bondholders or the Trustee without the prior written consent of the Trustee (acting at the direction of the Required 
Senior Bondholders); (2) except to the extent expressly permitted in the Subordination Agreement, the Trustee (acting 
at the direction of the Required Senior Bondholders) may vote in any such Proceeding any and all claims of each 
Subordinate Lender against any Company Party, including without limitation, the right to file and/or prosecute any 
claims, to vote to accept or reject a plan, and to make any election under Section 1111(b) of the Bankruptcy Law), 
upon the failure of the applicable Subordinate Lender so to do at least three business days prior to the bar date for 
voting any such claim or to make any such election provided that any vote, claim or election made by a Subordinated 
Lender that is inconsistent with the Subordination Agreement shall be void and deemed withdrawn; (3) it shall not 
challenge the validity or amount of any claim submitted in such Proceeding by the Trustee in good faith on account 
of the Senior Secured Obligations or any valuations of all or part of the Senior Bond Collateral or take any other action 
in such Proceeding, which is adverse to the Trustee’s enforcement of the Senior Secured Obligations and the Liens 
granted under the Security Documents and other Senior Bond Documents or request for, and receipt of, adequate 
protection (as that term is defined in Bankruptcy Law); (4) if any Senior Bondholder or its affiliates provide debtor in 
possession financing to any of the Company Parties or the Trustee (at the direction of the Required Senior 
Bondholders) approves in writing any debtor in possession financing from any Person, each Subordinate Lender shall 
not seek to provide debtor in possession financing to any Company Party; and (5) (a) if no Senior Bondholder, together 
with their respective affiliates, provides any debtor in possession financing to the Company Parties and (b) the 
Company Parties have demonstrated by clear and convincing evidence to the presiding court of competition 
jurisdiction that the incurrence of debtor in possession financing is within the Company Party’s sound business 
judgment, on market terms and necessary for the continued going concern operation of Company Parties’ businesses, 
the Subordinated Lenders may offer the Company Parties debtor in possession financing so long as (x) such financing 
is unsecured and subordinated to the Senior Secured Obligations and the Senior Bond Documents, (y) such debtor in 
possession financing is expressly subject to the Subordination Agreement as a Subordinate Obligation and a 
Subordinate Debt Document and (z) each lender and agent under such debtor in possession financing executes the 
Subordination Agreement acknowledging the foregoing. 

(iv) The provisions of the Subordination Agreement shall be applicable both before and after any 
Proceeding filed by or against any Company Party and all converted or succeeding cases in respect thereof (all 
references in this paragraph (iv) to any Company Party being deemed to apply to any Company Party as a debtor-in-
possession and to a trustee for any Company Party), and shall apply with full force and effect with respect to all Senior 
Bond Collateral acquired by any Company Party and to all obligations incurred by any Company Party subsequent to 
such filing.  If any Company Party shall become subject to a Proceeding, and if the Trustee acting at the direction of 
the Required Senior Bondholders shall desire to permit the use of cash collateral by any Company Party or to provide 
post-petition financing from or on behalf of the Trustee or any of the Senior Bondholders to any Company Party, each 
Subordinate Lender agrees as follows: (A) adequate notice to the Subordinate Lenders shall be deemed to have been 
provided for such use of cash collateral or such post-petition financing if a Subordinate Lender receives notice thereof 
at least one business day prior to the hearing on a request to approve such use of cash collateral or such post-petition 
financing and (B) no objection will be raised by any Subordinate Lender to such use of cash collateral or such post-
petition financing from or on behalf of the Trustee or any of the Senior Bondholders on any grounds. No objection 
will be raised by any Subordinate Lender to any motion by the Trustee for relief from the automatic stay in any 
Proceeding to foreclose on, sell or otherwise realize upon the Senior Bond Collateral. 

Option to Purchase Senior Bonds. In the event that an Event of Default shall have occurred and be 
continuing under the Indenture during which time the Series 2022A Bonds could, but shall not, have been accelerated 
pursuant to the Indenture, then and in any such case, at any time during period commencing upon the occurrence of 
the Event of Default and extending for ten (10) days thereafter (such period being the “Purchase Period”), each 
Subordinate Lender retains the right to purchase (or cause its nominee to purchase) all, but not less than all, of the 
Series 2022A Bonds, upon not less than three (3) days’ prior written notice to the Trustee designating a date of 
purchase occurring not later than the expiration of the Purchase Period (the “Purchase Date”) and each Senior 
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Bondholder shall, upon and subject to receipt by the Trustee from the Subordinate Lender or its nominee of an amount 
equal to the aggregate unpaid principal amount of all Series 2022A Bonds, together with accrued interest thereon to 
the Purchase Date, plus all other sums then due and payable to such holder of a Series 2022A Bond under the Indenture, 
including any premium payable with respect thereto (the “Purchase Price”) forthwith sell, assign, transfer and convey 
to the Subordinate Lender or its nominee, and the giving of such notice and the deposit with the Trustee on behalf of 
the Senior Bondholders of the Purchase Price to the Purchase Date shall be deemed to, assign, transfer, and convey to 
the Subordinate Lender or its nominee at the time of such deposit, all of the right, title and interest of such holder in 
and to the Series 2022A Bonds then held by such holder. All charges and expenses of the Trustee and each Senior 
Bondholder in connection the consummation of the purchase described in this paragraph shall be borne by the 
Subordinate Lender.  After payment in full of the Series 2022A Bonds, in the event that an Event of Default shall have 
occurred and be continuing under the Indenture during which time the Series 2022B Bonds could, but shall not, have 
been accelerated pursuant to the Indenture, then and in any such case, at any time during period commencing upon 
the occurrence of the Event of Default and extending for ten (10) days thereafter (such period being the “2022B 
Purchase Period”), each Existing Lateral Lender retains the right to purchase (or cause its nominee to purchase) all, 
but not less than all, of the Series 2022B Bonds, upon not less than three (3) days’ prior written notice to the Trustee 
designating a date of purchase occurring not later than the expiration of the Purchase Period (the “2022B Purchase 
Date”) and each Series 2022B Bondholder shall, upon and subject to receipt by the Trustee from the Lateral 
Administrative Agent or its nominee of an amount equal to the aggregate unpaid principal amount of all Series 2022B 
Bonds, together with accrued interest thereon to the Purchase Date, plus all other sums then due and payable to such 
holder of a Series 2022B Bond under the Indenture, including any premium payable with respect thereto (the “2022B 
Purchase Price”) forthwith sell, assign, transfer and convey to the Subordinate Lender or its nominee, and the giving 
of such notice and the deposit with the Trustee on behalf of the Series 2022B Bondholders of the 2022B Purchase 
Price to the 2022B Purchase Date shall be deemed to, assign, transfer, and convey to the Subordinate Lender or its 
nominee at the time of such deposit, all of the right, title and interest of such holder in and to the Series 2022B Bonds 
then held by such holder. All charges and expenses of the Trustee and each Series 2022B Bondholder in connection 
the consummation of the purchase described in this paragraph shall be borne by the Existing Lateral Lenders. 

Deeds of Trust 

General.  Pursuant to four separate but substantially identical deeds of trust (referred to herein collectively 
as the “Deed of Trust”), Just Right will grant the Trustee (together with its successors and assigns, the “Beneficiary”) 
a security interest in the Windfall Site, the Lumberjack Site, the Williams Site, and Just Right’s leasehold interest in 
the GPR Site to secure the payment and performance of the obligations under the Senior Secured Obligations. 

Granting Clauses in the Deed of Trust. The Trustee will have a security interest in the following property 
of Just Right in order to secure the payment and performance of the Senior Secured Obligations now or hereafter 
arising thereunder (as the same may be modified, amended and supplemented, the “Secured Obligations”): 

(a) Just Right’s right, title and interest in the real property described in Exhibit A attached to each Deed of 
Trust (the “Land”); 

(b) all right, title and interest of Just Right now owned or hereafter arising, acquired or derived in and to the 
Land, including, without limitation, easements, liquid pipeline access rights, any interests in the fee or other superior 
estate acquired by Just Right hereafter, together with all buildings, structures and other improvements now or hereafter 
erected on the Land (the “Improvements” and together with the Land, the “Real Property”); 

(c) all interests, estate or other claims, both in law and in equity, which Just Right now has or may hereafter 
acquire in the Property (as defined below);  

(d) all easements, rights-of-way and rights used in connection therewith or as a means of access thereto, and 
all tenements, hereditaments and appurtenances thereof and thereto, and all water rights and shares of stock evidencing 
the same;  

(e) all right, title and interest of Just Right, now owned or hereafter acquired, in and to any land lying within 
the right-of-way of any street, open or proposed, adjoining the Property, and any and all sidewalks, alleys, and strips 
and gores of land adjacent to or used in connection with the Real Property and the Improvements; 
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(f) all right, title and interest of Just Right in and to all tangible personal property now or hereafter owned or 
leased by Just Right and now or at any time hereafter located on or at the Real Property or used in connection therewith, 
including all construction and building materials, goods, machinery, tools, chattels, chattel paper (whether tangible or 
electronic), facilities, fixtures, machinery, apparatus, installations, appliances and equipment (including fire sprinklers 
and alarm systems, air conditioning, heating, refrigerating, electronic monitoring, window or structural cleaning rigs, 
maintenance and all other equipment of every kind), inventory, furniture, lighting, plumbing, ventilating, incinerating 
and elevator plants, stoves, ranges, refrigerators, dishwashers, kitchen cabinets and counters, vacuum cleaning 
systems, call systems, materials, motors, pipes, and supplies and other properties of whatsoever nature, now or 
hereafter located in or used or procured for use in connection with that Real Property (the “Tangible Personal 
Property”); 

(g) all the estate, interest, right, title, other claim or demand, including claims or demands with respect to the 
proceeds of insurance in effect with respect thereto, which Just Right now has or may hereafter acquire in the Property, 
and any and all awards made for the taking by eminent domain or by any proceeding or purchase in lieu thereof of the 
whole or any part of the Real Property, including any awards resulting from a change of grade of streets and awards 
for severance damages, or any other injury to or decrease in the value of the Property, and all causes of action and 
their proceeds for any breach of warranty, misrepresentation, damage, or injury to or defect in, the Land, the 
Improvements, or the other property described above or any part of it (the “Claims”); 

(h) all right, title and interest of Just Right in and to any and all existing and future leases (including 
subleases), rental agreements, licenses, use and occupancy agreements, whether written or oral, and any and all 
extensions, renewals and replacements thereof, upon all or relating to any part of the Real Property, and any and all 
guaranties of the obligations of a tenant (each, a “Tenant”) thereunder (collectively, the “Leases”); 

(i)  the immediate and continuing right to collect and receive all of the rents, income, receipts, revenues, 
issues, refunds (including but not limited to refunds from taxing authorities, utilities and insurers), royalties, and 
profits, including mineral, oil and gas rights and profits and other income of any nature now due or which may become 
due or to which Just Right may now or hereafter (including any income of any nature coming due during any 
redemption period) become entitled to or may make demand or claim for, arising or issuing from or out of the Leases 
or from or out of the Real Property or any part thereof, including minimum rents, additional rents, security or other 
deposits, percentage rents, parking, tax and insurance contributions, deficiency rents and liquidated damages following 
default in any Lease, all accounts receivable and general intangibles related to the operation of the Real Property and 
any business operated thereon by Just Right and all proceeds thereof, and all proceeds payable under any policy of 
insurance covering loss of rents resulting from untenantability caused by destruction or damage to the Real Property, 
together with any and all rights and claims of any kind which Just Right may have against any Tenant under the Leases 
or any subtenants or occupants of the Real Property (all such monies, rights and claims described in this paragraph 
being hereinafter called “Cash Collateral”), excepting therefrom any sums which by the express provisions of any of 
the Leases are payable directly to any governmental authority or to any other person, firm or corporation other than 
the landlord under the Leases; 

(j)  all of Just Right’s interest in and to all contracts and general intangibles relating to the Real Property, 
including any and all construction contracts, architect contracts and plans and specifications created thereunder, 
development contracts, management contracts, permits, licenses, trademarks, trade names, service marks, logos and 
goodwill that relate or appertain to the Real Property or any part thereof (collectively, the “General Intangibles”); 

(k) all books and records pertaining to any and all of the Property described above, including records relating 
to Tenants and the qualifications of such Tenants and any certificates, vouchers and other documents in any way 
related thereto and records relating to the application and allocation of any federal, state or local tax credits or benefits, 
and including computer-readable memory and any computer hardware or software necessary to access and process 
such memory (the “Books and Records”); 

(l) all deposit accounts from which Just Right may from time to time authorize Beneficiary to debit payments 
due on the Secured Obligations, all right, title and interest of Just Right in all utility, escrow and all other deposits 
(and all letters of credit, certificates of deposit, negotiable instruments and other rights and evidence of rights to cash) 
now or hereafter relating to the Real Property or the Project and the construction or operation of the Project; 
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instruments (including promissory notes), documents or consumer goods and general intangibles (including payment 
intangibles and software) located on the Land (the “Deposits”); and 

(m) all additions, accessions, replacements, renewals, substitutions, proceeds and products of any of the 
property described above. 

Subject, however, to a license granted pursuant to the Deed of Trust, but limited as hereinafter provided, to 
collect and receive all of the Cash Collateral. 

The entire estate, property and interest conveyed by Just Right is referred to as the “Trust Estate” or the 
“Property.”  The Tangible Personal Property, Claims, Cash Collateral, General Intangibles, Books and Records, 
Deposits and any other item or portion of the Trust Estate in which a security interest may be granted under the 
Uniform Commercial Code from time to time in effect in the State, together with all right, title and interest of Just 
Right in and to all additions, accessions, replacements, renewals, substitutions, proceeds and products of and to any 
of such items are collectively referred to as the “Personal Property.” 

Just Right’s Covenants. In order to protect the security of the Deed of Trust and to preserve the value of the 
Trust Estate, Just Right covenants that it will pay certain amounts or perform certain duties, including that it will 
(a) maintain the Trust Estate in good condition and repair, subject to reasonable wear and tear, (b) maintain various 
insurance policies in force and effect, (c) protect and defend the Trust Estate, and the security and priority of the Deed 
of Trust, against all adverse claims, (d) pay before delinquency all taxes, levies, charges and assessments, and other 
governmental or public charges of a similar nature, affecting the Trust Estate, (e) following the occurrence of an 
“Event of Default” maintain certain reserves, as required by the Beneficiary, (f) pay or cause to be paid all charges for 
utilities and similar services, (g) allow inspections of the Trust Estate by the Beneficiary and its agents and 
representatives, at reasonable times, and upon reasonable notice, and (h) protect against the use or disposal of 
hazardous substances on the Trust Estate in violation of applicable environmental laws.  In addition, the Deed of Trust 
contains provisions governing the disposition of condemnation awards, insurance proceeds and damage claims arising 
from events or conditions affecting the Trust Estate or any material portion thereof. 

Security Agreement. The Deed of Trust serves as a security agreement under the Uniform Commercial Code 
as in effect in the State, granting a lien on and security interest in the Personal Property. 

Assignment of Leases and Rents.  Under the Deed of Trust, Just Right assigns to the Beneficiary a security 
interest in all Leases.  As long as no Event of Default by Just Right exists, Just Right shall have the right under a 
license granted within the Deed of Trust to collect, but not prior to accrual, all of the Cash Collateral arising from or 
out of the Leases, or from or out of the Property or any part thereof. Upon the occurrence of any Event of Default, 
Beneficiary shall have all right of an “assignee” with respect to the Rents. Just Right  represents and warrants that it 
will not pledge, transfer, mortgage, or grant a security interest in, or otherwise encumber or assign future payments of 
Cash Collateral, and covenants that it will perform its duties under the Leases and reasonably enforce performance by 
the Tenants of their obligations under the Leases.  In addition, Just Right agrees that it will not, except with the consent 
of the Beneficiary, receive or collect any Cash Collateral (except for reasonably required security deposits) from any 
present or future Tenant for a period of more than one month in advance; waive, forgive, excuse or otherwise release 
Tenants from the performance of their duties under the any Lease having a term in excess of one year; or cancel, 
terminate, or accept a surrender of any of the Leases having a term of in excess of one year. 

Events of Default. The Deed of Trust provides that upon the occurrence of an Event of Default thereunder, 
Just Right’s payment obligations may, at the election of the Beneficiary, be accelerated.  Events of Default under the 
Deed of Trust include the following:  

(a) the occurrence of an “Event of Default” under the Indenture; (b) the occurrence of a Loan Default Event; 
(c) failure to pay any installment of principal or interest under the Deed of Trust Loan Documents, or failure to pay 
any other sums secured by the Deed of Trust when due, (d) any conveyance of the Trust Estate in violation of the 
restrictions upon conveyance contained in the Deed of Trust, (e) failure of Just Right to perform any other covenant 
contained in the Deed of Trust, and such failure continues for 30 days after Just Right receives notice of such failure 
from Beneficiary, (f) a writ of execution or attachment or any similar process is issued or levied against all or any part 
of or interest in the Trust Estate, or any judgment involving monetary damages is entered against Just Right or any 
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other guarantor of the Secured Obligations which becomes a lien on the Trust Estate or any portion thereof or interest 
therein and such execution, attachment or similar process or judgment is not released, bonded, satisfied, vacated or 
stayed within 30 days after its entry or levy, (g) Just Right or any guarantor of Secured Obligations, as applicable, 
files a voluntary petition in bankruptcy or such a petition is filed against Just Right or any guarantor of the Secured 
Obligations and any such involuntary petition is not dismissed within 60 days after filing; or Just Right or any such 
guarantor files any petition or answer seeking or acquiescing in any reorganization, arrangement, composition, 
readjustment, liquidation, dissolution or similar relief for itself under any present or future federal, state or other 
statute, law or regulation relating to bankruptcy, insolvency or other relief for debtors; or a court of competent 
jurisdiction shall enter an order, judgment or decree approving a petition filed against Just Right or any guarantor of 
the Secured Obligations seeking any such relief and such order, judgment, or decree remains unvacated and unstayed 
for an aggregate of 60 days (whether or not consecutive) from the first date of entry thereof; (h) Just Right or any 
guarantor of the Secured Obligations seeks or consents to or acquiesces in the appointment of any trustee, receiver or 
liquidator of the Just Right , any such guarantor or of all or any part of the Trust Estate, or of any or all of the royalties, 
revenues, rents, issues or profits thereof, or any trustee, receiver or liquidator of the Just Right or any such guarantor 
or of all or any part of the Trust Estate, or of any or all of the royalties, revenues, rents, issues or profits thereof, is 
appointed without the consent or acquiescence of the Just Right  or any affected guarantor and such appointment 
remains unvacated and unstayed for an aggregate of 60 days (whether or not consecutive); (i) Just Right  or any 
guarantor of the Secured Obligations makes any general assignment for the benefit of creditors or admits in writing 
its inability to pay its debts generally as they become due; (j) there has occurred a breach of or default under any term, 
covenant, agreement, condition, provision, representation or warranty contained in any other Loan Document (and the 
expiration of any applicable cure period contained therein); or (k) there has occurred a breach or default, after 
expiration of any applicable cure period, under any mortgage, trust deed or lien on the Property that is either senior or 
subordinate to the Deed of Trust;  

Upon the occurrence of an Event of Default, the Beneficiary may exercise any one or more of the following 
remedies:  

(a) The right at its option by notice to Just Right to declare the entire indebtedness secured by the Deed 
of Trust immediately due and payable. 

(b) With respect to all or any part of the Property, the right to foreclose by judicial foreclosure in 
accordance with applicable law. 

(c) The right to cause Beneficiary to proceed with non-judicial foreclosure of all or any part of the 
Property, as hereinafter provided.  

(d) With respect to all or any part of the Trust Estate that constitutes personalty, the rights and remedies 
of a secured party under the Uniform Commercial Code as adopted in the State. 

(e) The right, without notice to Just Right, to terminate the license granted to Just Right to collect the 
Cash Collateral without taking possession, and to demand, collect, receive, sue for, attach and levy against the Cash 
Collateral in Beneficiary’s name; to give proper receipts, releases and acquittances therefor; and after deducting all 
necessary and proper costs and expenses of operation and collection as determined by Beneficiary, including 
reasonable attorneys’ fees, to apply the net proceeds thereof, together with any funds of Just Right deposited with 
Beneficiary, upon any indebtedness secured by the Deed of Trust and in such order as Beneficiary may determine.  In 
furtherance of this right, Beneficiary may require any Tenant or other user to make payments of rent or use fees 
directly to Beneficiary, and payments by such Tenant or user to Beneficiary in response to its demand shall satisfy the 
obligation for which the payments are made, whether or not any proper grounds for the demand existed. 

(f) The right to have a receiver appointed to take possession of any or all of the Trust Estate, with the 
power to protect and preserve the Trust Estate and to operate the Trust Estate preceding foreclosure or sale and apply 
the proceeds, over and above cost of the receivership, against the indebtedness secured by the Deed of Trust.  The 
receiver may serve without bond if permitted by law.  Beneficiary right to the appointment of a receiver shall exist 
whether or not apparent value of the Trust Estate exceeds the indebtedness by a substantial amount.  Just Right 
irrevocably consents to the appointment of a receiver on the terms set forth herein.  Employment by Beneficiary shall 
not disqualify a person from serving as receiver.  Just Right shall pay to Beneficiary upon demand all expenses, 
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including receiver’s fees, attorneys’ fees, costs and agent’s compensation, incurred pursuant to the provisions of this 
section, and any such amounts paid by Beneficiary shall be added to the Secured Obligations and any other obligation 
secured under the Deed of Trust and shall be secured by the Deed of Trust.  Upon taking possession of all or any part 
of the Trust Estate, the receiver will have all of the rights and powers permitted under the laws of the State.  Without 
limiting the foregoing, the receiver may: 

(1) Use, operate, manage, control and conduct business on the Trust Estate; 

(2) Make expenditure for all maintenance, renewals, replacements, alterations, additions and 
improvements to the Trust Estate as in its judgment are proper; 

(3) Insure and reinsure the Trust Estate and all risks incidental to its possession, operation and 
management of the Trust Estate; 

(4) Collect the Cash Collateral and any other revenues and income from the Trust Estate and apply such 
sums to the expenses of use, operation and management in such priority as the receiver deems appropriate.  Just Right 
shall promptly turn over to the receiver all documents, books, records, papers and accounts, together with the amount 
of any deposits, rentals and use fees from any Tenant or other user.  The receiver may appear in any proceeding or 
bring suit on Just Right’s behalf, as necessary to enforce obligations of any Tenant or other user, including actions for 
the recovery of rent and actions in forcible detainer; 

(5) Cancel or terminate any Lease or agreement for any cause for which Just Right would be entitled to 
cancel the same; 

(6) Extend or modify any Lease and make any new Lease on any portion of the Trust Estate.  Any such 
instruments shall be binding upon Just Right and upon the purchaser or purchasers at any foreclosure sale, 
notwithstanding any redemption from sale, discharge or indebtedness, satisfaction of the foreclosure decree, or 
issuance of any certificate of sale or deed to any purchaser; or 

(7) Complete any construction in progress on the Property, and in that connection, pay bills, borrow 
funds, employ contractors and make any changes in plans or specifications as the receiver deems appropriate. 

(8) If the revenues and income are insufficient to pay expenses, the receiver may borrow such sums as 
the receiver deans necessary for the purposes stated in this paragraph.  The amounts borrowed shall bear interest from 
the date of expenditure until repaid at the same rate per annum as is accruing on such borrowing.  Such sums shall 
become a part of the balance secured by the Deed of Trust and shall be payable by Just Right on demand. 

(g) Any other right or remedy provided in the Deed of Trust or the other Loan Documents, or under 
law. 

Security Agreement 

General.  Each of the Company, Just Right, GEPAZ, and NLFP agrees to pledge, assign, transfer and grant 
a security interest in favor of the Trustee in all of such entity’s assets, including all of its rights, title and interest under 
all Project Documents and Security Agreement Collateral.   

Grant of Lien under the Security Agreement.  In order to secure the prompt and complete payment and 
performance of the all amounts owing to the Authority pursuant to the Series 2022A Note and the Loan Agreement, 
the Company, Just Right, GEPAZ, and NLFP will grant in the Security Agreement a security interest, assigned, 
conveyed, mortgaged, pledged, hypothecated and transferred to the Trustee, a lien upon and security interest in all of 
its right, title and interest in, to and under the following property, whether owned by or existing to the Company, Just 
Right, GEPAZ, and NLFP at the time of the execution of the Security Agreement, or acquired by or arising in favor 
of the Company, Just Right, GEPAZ, and NLFP after the execution of the Security Agreement, and regardless of 
where located (the “Security Agreement Collateral”): including but not limited to (i) all accounts (including, all of the 
rights of the Company, Just Right, GEPAZ, and NLFP in, to and under all purchase orders or invoices for sale of 
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goods or performance of services, including all amounts on or after the Closing Date payable to the Company, Just 
Right, GEPAZ, and NLFP under the Project Documents; (ii) all chattel paper; (iii) all documents; (iv) all general 
intangibles (including all right, title and interest of the Company, Just Right, GEPAZ, and NLFP in the Project 
Documents and all amounts payable to or receivable by the Company, Just Right, GEPAZ, and NLFP under the 
Project Documents not included in clause (i) above); (v) all goods (including, without limitation, inventory, 
equipment (including the equipment of the Company, Just Right, GEPAZ, and NLFP related to pulp and paper 
making) and fixtures); (vi) all instruments; (vii) all investment property; (viii) all deposit accounts of the Company, 
Just Right, GEPAZ, and NLFP, including, without limitation, all blocked accounts, concentration accounts, 
disbursement accounts and all other bank accounts and all deposits therein; (ix) all money, cash or cash equivalents 
of the Company, Just Right, GEPAZ, and NLFP; (x) all letter-of credit rights of the Company, Just Right, GEPAZ, 
and NLFP; (xi) all commercial tort claims, which may be listed on supplements to the Security Agreement from time 
to time; and (xii) to the extent not otherwise included, all proceeds including all tort claims, insurance claims and other 
rights to payments not otherwise included in the foregoing and products of the foregoing and all accessions to, 
substitutions and replacements for, and rents and profits of, each of the foregoing. 

In addition, to secure the prompt and complete payment and performance of the obligations of the Company, 
Just Right, GEPAZ, and NLFP under the Security Agreement, each the Company, Just Right, GEPAZ, and NLFP 
grants the Trustee a right of setoff against the Security Agreement Collateral of the Company, Just Right, GEPAZ, 
and NLFP held by the Trustee, consisting of Security Agreement Collateral on or after the Closing Date in the 
possession or custody of or in transit to the Trustee, for any purpose, including safekeeping, collection or pledge, for 
the account of the Company, Just Right, GEPAZ, and NLFP, or as to which the Company, Just Right, GEPAZ, and 
NLFP may have any right or power. 

Upon the payment and performance in full of all Obligations and the cancellation and discharge of the 
Indenture pursuant to the terms thereof, the liens granted under the Security Agreement will automatically terminate 
under the Security Agreement and all rights to the Security Agreement Collateral will revert to the Company, Just 
Right, GEPAZ, and NLFP.  Upon any such termination and the written request of the Company, Just Right, GEPAZ, 
and NLFP, the Trustee is required to, at expense of the Company, Just Right, GEPAZ, and NLFP, (i) promptly cause 
to be transferred and delivered, without any recourse, warranty or representation whatsoever, any Security Agreement 
Collateral and any proceeds received in respect thereof and (ii) deliver to the Company, Just Right, GEPAZ, and 
NLFP, or otherwise authorize the filing of, such UCC termination statements and other documentation as the 
Company, Just Right, GEPAZ, and NLFP reasonably requests to effect the termination and release of the liens on the 
Security Agreement Collateral. 

The Trustee’s Rights; Limitations on the Trustee’s Obligations.  Each of the Company, Just Right, 
GEPAZ, and NLFP agrees in the Security Agreement that, as between the Company, Just Right, GEPAZ, and NLFP 
and the Trustee, the Company, Just Right, GEPAZ, and NLFP will remain liable under each of the Project Documents 
and its other agreements and contracts and each of its licenses to observe and perform all the conditions and obligations 
to be observed and performed by it thereunder.  The Trustee will have no obligation or liability under any Project 
Document, any contract or license by reason of or arising out of the Security Agreement or the granting under the 
Security Agreement of a lien thereon or the receipt by the Trustee of any payment relating to any Project Document 
pursuant to the Security Agreement.  The exercise by the Trustee of any of the rights set forth in the Security 
Agreement will not release the Company, Just Right, GEPAZ, or NLFP from any of its duties or obligations under the 
Project Documents.  The Trustee will not be required or obligated in any manner to perform or fulfill any of the 
obligations of the Company, Just Right, GEPAZ, and NLFP under or pursuant to any Project Document, or to make 
any payment, or to make any inquiry as to the nature or the sufficiency of any payment received by it or the sufficiency 
of any performance by any party under any Loan Document or any Loan Document, or to present or file any claims, 
or to take any action to collect or enforce any performance or the payment of any amounts which may have been 
assigned to it or to which it may be entitled at any time or times. 

Further Assurances; Covenants Regarding Patent, Trademark and Copyright Collateral.  Under the 
Security Agreement, each of the Company, Just Right, GEPAZ, and NLFP covenants and agrees with the Trustee, 
that from and after the date of the Security Agreement, and until the date on which the Notes and all obligations of the 
Company under the Loan Documents have been paid in full (the “Termination Date”) that: 
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(i) at any time and from time to time, upon the written request of the Trustee and at the sole expense of the 
Company, Just Right, GEPAZ, and NLFP, each of the Company, Just Right, GEPAZ, and NLFP is required to use 
commercially reasonable efforts to promptly and duly execute and deliver any and all such further instruments and 
documents and take such further actions as necessary for the Trustee to obtain the full benefit of its rights as set forth 
in the Security Agreement, including (A) obtaining all consents and approvals necessary or appropriate for the 
assignment to or for the benefit of the Trustee of any license or Loan Document held by the Trustee and to enforce 
the security interests granted under the Security Agreement, (B) filing any financing or continuation statements under 
the UCC with respect to the liens granted under the Security Agreement or under the Indenture or under any other 
Loan Document as to those jurisdictions that are not Uniform Commercial Code jurisdictions, and (C) taking such 
actions as the Trustee may reasonably request to obtain “control” (within the meaning of the UCC) of any of the 
Security Agreement Collateral with respect to which “control” may be obtained under the UCC; and 

(ii) each of the Company, Just Right, GEPAZ, and NLFP is required to physically deliver to the Trustee all 
Security Agreement Collateral consisting of documents, certificated securities, chattel paper and instruments, other 
than any documents, certificated securities, chattel paper and instruments (and, in the case of Instruments and 
certificated securities, accompanied by stock powers, allonges or other instruments of transfer executed in blank and 
appropriate endorsements), together with a supplement to the Security Agreement reflecting the same, promptly after 
the Company, Just Right, GEPAZ, or NLFP receives the same. 

Each of the Company, Just Right, GEPAZ, and NLFP is required to notify the Trustee immediately if the 
Company, Just Right, GEPAZ, or NLFP knows or has reason to know that any application or registration relating to 
any material patent, trademark or copyright (existing on or after the Closing Date) may become abandoned or 
dedicated, or of any adverse determination or development (including the institution of, or any such determination or 
development in, any proceeding in the United States Patent and Trademark Office, the United States Copyright Office 
or any United States court) regarding the ownership by the Company, Just Right, GEPAZ, or NLFP of or interest in 
any patent, trademark or copyright, its right to register the same, or to keep and maintain the same. 

Remedies under the Security Agreement.  For the purpose of enabling the Trustee to exercise rights and 
remedies under the Security Agreement (including, without limiting rights and remedies granted to the Trustee under 
the Security Agreement, in order to take possession of, hold, preserve, process, assemble, prepare for sale, market for 
sale; sell or otherwise dispose of the Security Agreement Collateral) at such time as the Trustee is lawfully entitled to 
exercise such rights and remedies, each of the Company, Just Right, GEPAZ, and NLFP granted to the Trustee in the 
Security Agreement, an irrevocable, nonexclusive license (exercisable without payment of royalty or other 
compensation to the Company, Just Right, GEPAZ, and NLFP) to use, license or sublicense, to the extent such grant 
will not violate any contract to which the Company, Just Right, GEPAZ, or NLFP is bound, any intellectual property 
owned or acquired on or after the Closing Date by the Company, Just Right, GEPAZ, or NLFP, and wherever the 
same may be located, and including in such license access to all media in which any of the licensed items may be 
recorded or stored and to all computer software and programs used for the compilation or printout thereof. 

In addition to all other rights and remedies granted to the Trustee under the Indenture and the Loan 
Documents and under any other instrument or agreement securing, evidencing or relating to payment and performance 
of the Company’s obligations thereunder, if any Event of Default has have occurred and is continuing, the Trustee 
may exercise all rights and remedies of a secured party under the UCC.  Without limiting the generality of the 
foregoing, each of the Company, Just Right, GEPAZ, and NLFP expressly agrees in the Security Agreement that in 
any such event the Trustee, without demand of performance or other demand, advertisement or notice of any kind 
(except the notice specified below of time and place of public or private sale or any other notice otherwise required 
under the Indenture any other Loan Document) to or upon the Company, Just Right, GEPAZ, and NLFP or any other 
person (all and each of which demands, advertisements and notices are expressly waived to the maximum extent 
permitted by the UCC and other applicable law), may without delay enter upon the premises of the Company, Just 
Right, GEPAZ, and NLFP where any Security Agreement Collateral is located through self-help, without judicial 
process, without first obtaining a final judgment or giving the Company, Just Right, GEPAZ, NLFP or any other 
Person notice and opportunity for a hearing on the Trustee’s claim or action and may collect, receive, assemble, 
process, appropriate and realize upon the Security Agreement Collateral, or any part thereof, and may without delay 
sell, lease, license, assign, give an option or options to purchase, or sell or otherwise dispose of and deliver such 
Security Agreement Collateral (or contract to do so), or any part thereof, in one or more parcels at a public or private 
sale or sales, at any exchange at such prices as the Trustee may deem acceptable, for cash or on credit or for future 
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delivery without assumption of any credit risk.  If the Trustee sells any of the Security Agreement Collateral upon 
credit, the Company, Just Right, GEPAZ, or NLFP will be credited with only payments actually made by the purchaser 
and received by the Trustee and applied to the indebtedness of the purchaser.  In the event that the purchaser fails to 
pay for the Security Agreement Collateral, the Trustee may resell the Security Agreement Collateral and the Company, 
Just Right, GEPAZ, or NLFP will be credited with the proceeds of such sale.  The Trustee has the right under the 
Security Agreement upon any such public sale or sales and, to the extent permitted by law, upon any such private sale 
or sales, to purchase, the whole or any part of such Security Agreement Collateral so sold, free of any right or equity 
of redemption, which equity of redemption the Company, Just Right, GEPAZ, and NLFP released under the Security 
Agreement.  Such sales may be adjourned and continued from time to time with or without notice.  The Trustee has 
the right under the Security Agreement to conduct such sales on the premises of the Company, Just Right, GEPAZ, or 
NLFP or elsewhere and has the right under the Security Agreement to use the premises of the Company, Just Right, 
GEPAZ, or NLFP without charge for such time or times as the Trustee deems necessary or advisable. 

Additionally, if any Event of Default has occurred and is continuing, each of the Company, Just Right, 
GEPAZ, and NLFP agrees under the Security Agreement, at the Trustee’s reasonable request, to assemble the Security 
Agreement Collateral and make it available to the Trustee at a place or places designated by the Trustee which are 
reasonably convenient to the Trustee and the Company, Just Right, GEPAZ, and NLFP, whether at the premises of 
the Company, Just Right, GEPAZ, or NLFP or elsewhere.  Until the Trustee is able to effect a sale, lease, or other 
disposition of Security Agreement Collateral, the Trustee will have the right under the Security Agreement to hold or 
use the Security Agreement Collateral, or any part thereof, to the extent that it deems appropriate for the purpose of 
preserving the Security Agreement Collateral or its value or for any other purpose deemed appropriate by the Trustee.  
The Trustee will have no obligation to the Company, Just Right, GEPAZ, or NLFP to maintain or preserve the rights 
of the Company, Just Right, GEPAZ, or NLFP as against third parties with respect to the Security Agreement 
Collateral while such Security Agreement Collateral is in the possession of the Trustee.  The Trustee may, if it so 
elects, seek the appointment of a receiver or keeper to take possession of the Security Agreement Collateral and to 
enforce any of the Trustee’s remedies, with respect to such appointment upon ten days prior notice as to such 
appointment.  The Trustee is required to apply the net proceeds of any such collection, recovery, receipt, appropriation, 
realization or sale to the obligations of the Company, Just Right, GEPAZ, and NLFP under the Loan Agreement as 
provided therein and in the Indenture and only after so paying over such net proceeds, and after the payment by the 
Trustee of any other amount required by any provision of law, need the Trustee account for the surplus, if any, to the 
Company.  Under the Security Agreement, to the maximum extent permitted by applicable law, each of the Company, 
Just Right, GEPAZ, and NLFP waives all claims, damages, and demands against the Trustee arising out of the 
repossession, retention or sale of the Security Agreement Collateral in accordance with the terms of the Security 
Agreement except such as arise solely out of the gross negligence or willful misconduct of the Trustee, its violation 
of the Security Agreement or applicable law as finally determined by a court of competent jurisdiction.  Each of the 
Company, Just Right, GEPAZ, and NLFP agrees in the Security Agreement that ten days prior notice by Trustee of 
the time and place of any public sale or of the time after which a private sale may take place is reasonable notification 
of such matters.  Each of the Company, Just Right, GEPAZ, and NLFP will remain liable under the Security 
Agreement for any deficiency if the proceeds of any sale or disposition of the Security Agreement Collateral are 
insufficient to pay the obligations of the Company, Just Right, GEPAZ, and NLFP under the Loan Agreement. 

Assignment and Consent Documents 

Collateral Assignment.  Each of NLFP, Just Right and the Company will execute a Collateral Assignment, 
pursuant to which NLFP, Just Right and the Company will assign their respective interests in the Project Documents 
to the Trustee. 

Under each Collateral Assignment, NLFP, Just Right and the Company will grant a security interest in favor 
of the Trustee in all of their respective right, title and interest in and to the Project Documents (collectively, the 
“Assigned Contracts”), as applicable, together with the immediate and continuing right to enforce the Assigned 
Contracts, and the right to collect and receive all sums which may become due to each of NLFP, Just Right and the 
Company under the Assigned Contracts, or to which each of NLFP, Just Right and the Company may become entitled 
or may demand or claim arising out of or issuing from or out of to the Assigned Contracts, whether as contractual 
obligations, damages, warranty claims, liquidated damages, indemnity payments, payments made under payment 
and/or performance bonds, surety bonds, guaranties or otherwise; provided, however, that the Trustee will have no 
right under the Collateral Assignment to take any of the foregoing actions with respect to any of the Assigned Contracts 
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so long as there has been no Loan Default Event with respect to NLFP, Just Right, or the Company, as applicable, 
under the Loan Agreement. 

Pursuant to the Collateral Assignment, each of NLFP, Just Right and the Company covenants and agrees to 
promptly make all payments required under the Assigned Contracts and to use commercially reasonable efforts to 
duly and punctually observe, perform and discharge all of its other obligations, terms, covenants and conditions to be 
performed by it under such Assigned Contract in strict compliance with the terms and conditions thereof.  Each of 
NLFP, Just Right and the Company agrees not to waive, excuse, condone or in any manner release or discharge the 
related counterparty or any other person party to such Assigned Contract from any material covenant, condition, 
obligation or agreement to be performed or observed by such party or any other person party to such Assigned Contract 
except in compliance with the provisions of the Indenture, the Loan Agreement, any Additional Project Loan 
Agreement, any Project Loan Agreement Amendment, the Security Agreement and the Deed of Trust, or with the 
prior written consent of the Trustee, which consent shall not be unreasonably withheld, delayed, or conditioned.  
Moreover, each of NLFP, Just Right and the Company agrees in the Collateral Assignment to use commercially 
reasonable efforts to enforce the performance of all covenants, conditions, obligations and agreements to be performed 
or observed by the related counterparty in the Assigned Contract.  In the Collateral Assignment, each of NLFP, Just 
Right and the Company agrees to notify the Trustee as it becomes aware of any material default or breach of or under 
the related Assigned Contract, of the failure of performance or other conditions thereunder or of the occurrence of any 
event which with notice and/or lapse of time, or both, could become a default or breach thereunder by NLFP, Just 
Right, or the Company, as applicable, or any person party to any Assigned Contract. 

In the event that a Loan Default Event has occurred and is continuing under the Loan Agreement, the Trustee 
will have the right under the Collateral Assignment, but not the obligation, and each of NLFP, Just Right and the 
Company, as applicable, authorizes the Trustee or court appointed receiver to (a), complete the construction of the 
Project and/or to take over operation of the Project in accordance with the Trustee’s rights under the Collateral 
Assignment, and (b) enforce NLFP’s, Just Right’s and the Company’s respective rights under the related Assigned 
Contract and to receive the performance of any person party to the related Assigned Contract.  Each of NLFP, Just 
Right and the Company constitutes and appoints the Trustee as its attorney-in-fact in the Collateral Assignment, 
coupled with an interest, (provided, however, with respect to an Event of Default other than a monetary default in the 
Note or the Series 2022 Bonds or of an Additional Project Loan Note or Additional Bonds, effective only as of such 
time that such event of default by NLFP, Just Right or the Company has occurred and is continuing under such 
Assigned Contract), to demand, receive and enforce NLFP’s, Just Right’s and the Company’s respective rights with 
respect to the Assigned Contract, to give appropriate receipts, releases and satisfactions for and on behalf of the 
Company and to do any and all acts in the name of NLFP, Just Right and the Company or in the name of the Trustee 
with the same force and effect as if NLFP, Just Right or the Company, as applicable, had performed such acts. 

Counterparty Consents to Assigned Contracts.  Each of the counterparties to the Assigned Contracts (to 
the extent that the Assigned Contract does not include an express consent to the assignment) will enter into an 
agreement with the Company, as applicable, in favor of the Trustee (each, a “Consent”) consenting to, as applicable, 
NLFP’s, Just Right’s and the Company’s granting of a security interest in, and collateral assignment of, the respective 
Assigned Contracts, including without limitation all monies which may become payable to NLFP, Just Right or the 
Company thereunder, all proceeds thereof, and any claims, awards, judgments which may at any time be receivable 
or received by the Company pursuant to the respective Assigned Contract.   

Pursuant to each Consent, the Trustee will be entitled (but not obligated) to exercise all rights and to cure any 
defaults of the Company, as applicable, under the applicable Assigned Contract.  Upon receipt of notice from the 
Trustee, the counterparty agrees to accept such exercise and cure within certain time periods set forth in the applicable 
Consent and to render to the curing party (subject to the Trustee providing credit support in certain circumstances, 
which the Trustee is under no obligation to provide) all performance due by such counterparty to NLFP, Just Right or 
the Company, as applicable, under the Assigned Contract and the Consent.  The Consents require each counterparty 
to obtain the Trustee’s consent to enter into any amendment, supplement, assignment, transfer, suspension, novation, 
extension or restatement of the Assigned Contract, or enter into any consensual cancellation or termination of the 
Assigned Contract, or assign, transfer, novate or otherwise dispose of all or any part of its obligations, rights, title and 
interest under the Assigned Contract, or consent to any of the same by NLFP, Just Right or the Company, as applicable. 
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Membership Interest Pledge Agreements 

General.  The Company will enter into a Membership Interest Pledge Agreement with the Trustee, under 
which the Company will pledge its equity interests in Just Right, NLFP and GEPAZ to the Trustee.  Equity owners of 
the Company representing 92% of the equity in the Company will enter into Membership Interest Pledge Agreements 
with the Trustee, under which the equity owners will pledge their respective equity interests in the Company to the 
Trustee.  The Company and the equity owners of the Company pledging their equity interests under the Membership 
Interest Pledge Agreements are referred to herein as “Grantors,” and each of the entities in which equity interests are 
being pledged are referred to herein as an “LLC.” 

Grant of Security Interest.  Each Grantor will grant to the Trustee a security interest in and will pledge to 
the Trustee all of the following property, whether now owned by or existing, or hereafter acquired by or arising in 
favor of, Grantor, and regardless of where located: 

(a) all of Grantor’s right, title and interest in the applicable LLC, including without limitation, all of the 
membership interests, all of Grantor’s right derived from its membership interests to receive distributions at any time 
or from time to time of cash and other property, real, personal or mixed, from the applicable LLC upon complete or 
partial liquidation or otherwise; 

(b) all of Grantor’s right, title, and interest derived from its membership interests in specific property 
of the applicable LLC; 

(c) all of Grantor’s right, title and interest derived from its membership interests, if any, to participate 
in the management and voting of the applicable LLC; and 

(d) all of Grantor’s right, title and interest derived from its membership interests in and to: 

(i) all rights, privileges, authority and power of Grantor as owner and holder of the items 
specified in (a), (b), and (c) above, including but not limited to, all contract rights related thereto; 

(ii) all options and other agreements for the purchase or acquisition of any interests in the 
applicable LLC;  

(iii) any document or certificate representing or evidencing Grantor’s rights and interests in the 
applicable LLC;  

(iv) all commercial tort claims, contracts, documents, general intangibles, investment property 
and supporting obligations related to or in respect of any of the foregoing; and 

(v) to the extent not otherwise included, all Proceeds and products of any of the foregoing. 

Remedies; Rights upon Default.  Upon the occurrence of an Event of Default, the Trustee or the Trustee’s 
designee may elect to become a substituted member in the applicable LLC with respect to the collateral described 
above and Grantor shall execute or cause to be executed all documents necessary to evidence the Trustee so becoming 
a substituted member.  If any Event of Default shall occur, the Trustee or the Trustee’s designee may exercise all 
rights and remedies of a secured party under the UCC.  Without limiting the generality of the foregoing, Grantor 
expressly agrees that in any such event the Trustee, without demand of performance or other demand, advertisement 
or notice of any kind (except the notice specified below of time and place of public or private sale) to or upon Grantor 
or any other person (all and each of which demands, advertisements and/or notices are hereby expressly waived), may 
forthwith collect, receive, appropriate and realize upon the collateral, or any part thereof, and/or may forthwith sell, 
assign, give option or options to purchase, or sell or otherwise dispose of and deliver said collateral (or contract to do 
so), or any part thereof, at public or private sale or sales, at any exchange or broker’s board or at any of the Trustee’s 
offices or elsewhere at such prices as it may deem best, for cash or on credit or for future delivery without the 
assumption of any credit risk.  The Trustee or the Trustee’s designee shall have the right upon any such public sale or 
sales, and, to the extent permitted by law, upon any such private sale or sales, to purchase the whole or any part of 
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said collateral so sold, free of any right or equity of redemption, which equity of redemption Grantor releases under 
the Membership Interest Pledge Agreement. 

BONDHOLDERS’ RISKS 

The following are certain investment considerations which should be considered by prospective purchasers 
of the Series 2022 Bonds. The following list should not be considered to be exhaustive and has been prepared within 
the context of this Limited Offering Memorandum.  Additional considerations are discussed throughout this Limited 
Offering Memorandum, and inclusion under the heading “bondholders’ risks” should not be intended to signify any 
such factors are of more or less significance than those discussed elsewhere. Inclusion of certain factors below or 
elsewhere is not intended to signify that there are no other investment considerations or risks attendant to the Series 
2022 Bonds. 

Cautionary Statements Regarding Forward-Looking Statements 

When used in this Limited Offering Memorandum and in any continuing disclosure by the Company, 
in the Company’s press releases or in oral statements made with the approval of an authorized executive officer 
of the Company, or in any reports by the Company to its members, the words or phrases “will likely result,” 
“are expected to,” “will continue,” “is anticipated,” “estimate,” “project” or similar expressions are intended 
to identify “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 
1995.  Such statements are subject to certain risks and uncertainties that could cause actual results to differ 
materially from those presently anticipated or projected. The Company cautions readers not to place undue 
reliance on any such forward-looking statements. 

THE PURCHASE OF THE SERIES 2022 BONDS IS SUBJECT TO CERTAIN RISKS.  EACH 
PROSPECTIVE INVESTOR IN THE SERIES 2022 BONDS IS ENCOURAGED TO READ THIS LIMITED 
OFFERING MEMORANDUM IN ITS ENTIRETY, INCLUDING ALL APPENDICES HERETO.  
PARTICULAR ATTENTION SHOULD BE GIVEN TO THE FACTORS DESCRIBED BELOW, WHICH, 
AMONG OTHERS, COULD AFFECT THE PAYMENT OF PRINCIPAL OF AND INTEREST ON THE 
SERIES 2022 BONDS AND WHICH COULD ALSO AFFECT THE MARKET PRICE OF THE SERIES 2022 
BONDS TO AN EXTENT THAT CANNOT BE DETERMINED. 

ALTHOUGH THE COMPANY BELIEVES THAT THE RISKS AND UNCERTAINTIES DESCRIBED 
BELOW ARE THE MOST MATERIAL RISKS AND UNCERTAINTIES, THEY ARE NOT THE ONLY 
ONES IT MAY FACE.  ALL OF THESE FACTORS ARE CONTINGENCIES WHICH MAY OR MAY NOT 
OCCUR.  ADDITIONAL RISKS AND UNCERTAINTIES NOT PRESENTLY KNOWN TO THE 
COMPANY OR THAT IT CURRENTLY DEEMS IMMATERIAL MAY ALSO HAVE A MATERIAL 
ADVERSE EFFECT ON ITS BUSINESS, RESULTS OF OPERATIONS OR FINANCIAL CONDITION AND 
MAY NEGATIVELY AFFECT THE ABILITY TO PAY DEBT SERVICE ON THE SERIES 2022 BONDS. 

THE SEQUENCE IN WHICH THESE RISKS ARE PRESENTED IN NO WAY REFLECTS ANY ORDER 
OF IMPORTANCE, CHANCE OR MATERIALITY. 

Risks Related to the Company 

Sufficiency of Revenue. The primary source of moneys to pay the Series 2022 Bonds is payments to the 
Company from sales of lumber and residual products.  The Company is in the early stages of developing its operations 
and has not yet attained a volume of operating cash flows to support its operations.  Additionally, the Company has 
made significant investments in property and equipment and plans to continue material capital expenditures through 
2021.  The Lumber Offtake Agreement with IFP relating to the purchase and resale of lumber does not require IFP to 
pay a minimum price for the lumber and IFPs obligations under the Lumber Offtake Agreement are indirectly subject 
to the facilities being able to consistently produce lumber of a quality acceptable and marketable to lumber purchasers. 
While the Company has entered into letters of intent with the resellers of the residual products for a fixed price, these 
letters of intent are non-binding and subject to change prior to the execution of definitive purchase orders. No 
assurance can be given that definitive agreements for the sale of Residual Product will be executed. No representation 
or assurance can be made that revenues will be realized by the Company in amounts sufficient to meet the obligations 
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of the Company under the Loan Agreement. Realization of sufficient revenues over the term of the Series 2022 Bonds 
is subject to among other things, the timely completion of the facilities, the capabilities of the Company as an operator 
of the facilities, the profitability of the Company, future economic conditions, and the supply, demand and applicable 
prices for lumber and residual products, which are unpredictable and may affect revenues, operating and maintenance 
expenses, and payment of debt service on the Series 2022 Bonds.  

Third Party Equipment Suppliers. The Company is reliant on third party equipment manufacturers for the 
timely manufacture and delivery of equipment to its various locations to meet sawmill, planer mill, and engineered 
wood products construction timelines. While the Company has agreed timelines in principle with equipment 
manufacturers, these timelines are subject to a formal equipment order, which is dependent on the bond funding. Once 
the equipment is formally ordered, the manufacturer may still miss timelines for any number of reasons ranging from 
labor shortages to force majeure events. In the event of equipment delays, the Company would seek to shorten 
installation timelines to remain within the overall projected launch time, but there is no certainty that the Company 
would be able to accomplish this.  

Construction Risk: the expansion of the Company manufacturing facilities, as with any major construction 
effort, involves many risks including shortages of materials and labor, work stoppages, labor disputes, fires, 
hurricanes, blizzards, tornados, earthquakes, floods, changes in law, unforeseen weather, environmental or geological 
problems and unanticipated cost increases. These risks may give rise to delays or cost overruns. While many of the 
major permits necessary to build and operate the facilities are already in place, difficulties in obtaining any of the 
remaining permits not yet obtained or in satisfying any of the permits already secured could increase the cost of or 
delay or prevent the construction or commercial operation of one or more of the facilities.  

The Company has included a construction contingency of $7 million in its construction budget to cover force 
majeure and other events that may give rise to delays or cost overruns. There can be no assurance that the contingency 
amount will be sufficient to pay for increased costs or to replace lost revenues resulting from any such events. In 
particular, the Company is required to pay debt service on the Series 2022 Bonds without regard to any force majeure 
events. The amount deposited to the Senior Debt Service Reserve Fund is limited. There can be no assurances that the 
Company would be able to generate other funds or access other funds to pay debt service on the Series 2022 Bonds 
during the continuance of any force majeure or other adverse event.  

Interest on the Series 2022A Bonds has been capitalized with Bond proceeds for an 11-month period 
following the Closing Date. If the facilities expansion program is delayed the amount of capitalized interest may be 
insufficient to pay interest on the Series 2022A Bonds.  

Construction of Rail Spur Risk.  The Company plans to construct a rail spur to service the Windfall Mill, 
which has been approved in principle by BNSF.  Construction of the rail spur remains in the beginning stages; siting 
and engineering of the rail spur are substantially completed, and the Company has obtained a quote from Mountain 
States Rail to construct the rail spur at a cost of $2,964,098.  In addition, the Company has received quotes for certain 
related equipment, and is awaiting price quotes for earthworks and equipment that would be used to load residual 
products into rail cars.  Completion of engineering and execution of binding contracts could result in a final design 
that costs more than current estimates.  Construction of the rail spur is expected to partially occur during the winter, 
and the timing of completion could be negatively impacted by adverse weather events.  The Company is relying on 
third parties to engineer and complete the rail spur, and delays by third parties for any reason, including to obtain raw 
materials, could delay its overall completion.  Due to a number of factors, including negotiations with third parties 
regarding real estate transactions, engineering and construction, no assurance can be given that construction of the rail 
spur will be completed.  Although delays in construction of the rail spur would not materially impact Company 
operations, long delays in construction, or the inability to complete construction for any reason, could limit the 
Company’s access to markets for its products, and could lead to increased transportation and trucking costs. 

Unenforceability of Letters of Intent.  The Company entered into letters of intent with the resellers of its 
residual products and other parties in support of its bid in the recently cancelled Phase II USFS Contract solicitation.  
These letters of intent are non-binding and subject to change prior to execution of definitive agreements.  No assurance 
can be given that definitive agreements will be executed, or that the terms of such agreements will be substantially 
similar to the terms described in the letters of intent. 
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Ramp-up Risk. During the first several months of operation, new facilities like those proposed in the 
Company’s expansion plans for the Windfall and Lumberjack Mills tend to be susceptible to operational failures that 
may result in a temporary slowdown or shutdown. Moreover, connections to air compressors, water, natural gas, 
electric service, and other raw materials are also new and may experience unanticipated disruptions. Any significant 
curtailing of production at these Mills could result in materially lower levels of revenues or cash flow and materially 
increased expenses for the duration of any downtime and materially adversely impact the Company’s results of 
operations, financial conditions and ability to pay debt service on the Series 2022 Bonds.  

In addition, the Company is projecting a 6-month ramp-up period after mechanical completion of each facility 
expansion to full utilization. This projection may be ambitious. The Company is also projecting that it can achieve 
90% utilization of the facilities at efficiency ranges of between 80% and 90%, which may also be ambitious. If the 
Company’s ramp-up period after mechanical completion exceeds six months or it is unable to achieve its projected 
utilization or operational efficiency, then its revenues or cash flows may be reduced and materially adversely impact 
the Company’s ability to pay debt service on the Series 2022 Bonds.  

Operating Risk.  The Company was formed in 2016 and has operating history. However, the expansion 
program is changing how each of the facilities will operate going forward, the changes to which present operational 
risks. Each of the facility construction projects for new manufacturing lines or improvements to existing 
manufacturing lines must be completed on time for operational targets to be met. There is no commitment of the 
Company’s members or others to invest any amounts beyond the equity contributions made to date. As a result, it 
should be anticipated that the only revenues available to pay the Series 2022 Bonds will be generated by the sale of 
Company products. As with any modifications to facilities of similar size and nature, the operations of the facilities 
could be affected by many factors, including start-up problems, the breakdown or failure of equipment or processes, 
the performance of the facilities below expected levels of output and/or efficiency, feedstock or utilities supply 
disruptions, environmental proceedings or other litigation that compel cessation of all or a portion of the operations, 
increased environmental regulations, and/or labor disputes. While the Company operates multiple facilities reducing 
its exposure to the operational failure of any one facility, the Company may be disproportionally exposed to 
disruptions in operations if the entire northern Arizona region experiences severe weather, transportation capacity 
constraints, constraints on the availability of required equipment, facilities, personnel or services, or natural disasters, 
or significant governmental regulations in the industry, which impact all of the facilities. The occurrence of such 
events could significantly reduce or eliminate revenues generated by the Company and significantly increase 
operational expenses, thereby jeopardizing the ability of the Company to generate revenues sufficient to pay the 
principal of, and interest on the Series 2022 Bonds. While the Company will maintain insurance to protect against 
certain of these operating risks, the proceeds of such insurance may not be adequate to cover the Company’s lost 
revenues or increased costs.  

Staff need to be recruited and/or trained to manage the new and/or modified manufacturing lines and to 
operate additional work shifts. While the Company has engaged or plans to engage individuals and contractors who 
management believe have experience in operations such as those required with respect to the facilities, the ability of 
the Company to operate the facilities to generate sufficient net revenues to satisfy its obligations under the Loan 
Agreement will be dependent, in part, on the ability of the Company to attract and retain qualified management 
personnel and qualified experienced workers. It may be difficult to find a sufficient number of qualified and affordable 
personnel to staff the facilities. Delays in recruitment or longer than anticipated training programs could adversely 
impact the Company’s ability to meet operational targets. Additionally, labor expenses may increase as a result of a 
shortage in the supply of skilled personnel and the Company may be forced to incur significant training expenses if 
unable to hire employees with the requisite skills.  

Feedstock Availability Risk. The Company has sited the facilities in the largest contiguous ponderosa pine 
forest in the United States and the USFS has stated its intent to make approximately 50,000 acres per year of this 
forestland available for thinning. The Company is the largest private sector operator in the region by far and most able 
to secure and process a significant portion of these acres, the totality of which far exceeds the annual feedstock 
requirement of the Company even when operating all of the planned facilities at full capacity. Notwithstanding the 
foregoing, the Company can provide no assurance that the USFS will continue to make available 50,000 acres per 
year for any reason or no reason. The forests of Arizona are on Federal land and while hundreds of thousands of acres 
have already gone through the National Environmental Policy Act (NEPA) approval process and can be thinned, 
changes in law may require additional approvals or may make the approved acres subject to litigation efforts. While 
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other feedstock sources are available in Arizona, there is no certainty the Company would be able to acquire sufficient 
feedstock from these additional sources in the event insufficient supply is available from Federal forestland. In 
addition, the Company’s demand for feedstock as well as other supply failures such as large-scale wildfires, abnormal 
adverse weather events impeding access to the forest, and competition from new entrants could decrease the supply 
available to the Company or increase the price of the feedstock in the region, which would also reduce the Company’s 
cash flows and materially adversely impact the Company’s ability to pay debt service on the Series 2022 Bonds.  

The Phase I USFS Contract expires in May 2022, and on September 14, 2021 the USFS cancelled its 
solicitation of bids for a potential Phase II USFS Contract, concluding the contract requirements were not reasonably 
aligned to industry needs.  While the USFS may elect to re-open a bidding process for a potential Phase II USFS 
Contract in the future, no assurance can be given that will occur, or if a Phase II USFS Contract is awarded, that the 
Company will be awarded any portion thereof.  As described in “THE COMPANY – The Company’s Timber Supply 
Strategy” and as assumed in the Financial Model, the Company plans to rely primarily on timber sales by the USFS 
to obtain an adequate fiber supply to maintain full operational output.  See “PROJECTED FINANCIAL 
INFORMATION” and APPENDIX K – FINANCIAL MODEL.  There is no guarantee that timber sales will 
adequately replace the fiber supply from the Phase I USFS Contract or a potential Phase II USFS Contract awarded 
to other parties.  Whether or not the Company is awarded timber sales, the Company has additional contingency plans 
to obtain fiber, including from White Mountain Apache Tribal lands, forestland located on the Camp Navajo base, 
and forestlands managed by the State of Arizona.  The terms for the purchase of any of these timber sales or other 
supply sources are unknown; although the Company believes it understands the market dynamics and prices of timber 
sales and other supply sources, the costs and other terms associated with any timber sales or other supply sources is 
not guaranteed.  The cost of timber sales may change over time due to multiple factors including overall volume of 
supply and any new entrants into the market bidding on such timber sales.  No assurances can be given that the 
Company can obtain adequate fiber supply at the costs or volume it currently estimates.  If the Company cannot obtain 
adequate fiber supply, it would be required to reduce shift hours at its facilities, which may materially adversely impact 
the Company’s results of operations, financial conditions and ability to pay debt service on the Series 2022 Bonds. 

Lumber Offtake Risk. The Company’s principal offtake agreement for lumber is with IFP. IFP is a leading 
trader in solid wood products around the world and is owned by the multi-billion-dollar Kraft Group, LLC. The 
Company has had an offtake agreement with IFP since 2015. While IFP has always performed, successfully 
purchasing all lumber produced by the Company on a weekly basis since 2015, there is no certainty that this will 
continue.  

The IFP Agreement is for 10 years and automatically renews in successive 5-year periods. IFP does have a 
right of termination after year 10 and additionally after each successive 5th year and there is no guarantee that IFP 
will not invoke its termination at any of those times.  

Residuals Offtake Risk. The Company has in place certain letters of intent and Purchase Orders from various 
third party consumers of the Company’s residual products, including bark, wood chips, sawdust, planer shavings, and 
slash. Several of these third party consumers are customers with which the Company has a long trading history. While 
the Company expects the residual consumers with which it has preliminary letters of intent will sign formal agreements 
once the Company facilities are completed and the residual products become available for purchase, there is no 
certainty that these agreements will all be concluded. The Company believes these letters of intent and Purchase Orders 
when concluded as formal agreements are sufficient in volume for the Company to sell substantially all of the residual 
products the Company forecasts it will produce once the facilities are in place and operating at planned maximum 
capacity. There is no certainty, however, that all of the calculations by the Company in terms of the volumes of residual 
products that will be produced will match the forecast volumes.  

In addition, two of the third parties with which the Company has signed letters of intent do not have sufficient 
operations to purchase from the Company the intended residual products until the maturity date of the Series 2022 
Bonds. One company, a power plant, must attain an extension on its power purchase agreement in order to continue 
to purchase residual product from the Company beyond 2023. The second company does not have facilities yet in 
Arizona for processing residual products. While the Company believes this second company has the financial support 
and wherewithal to build the necessary facilities in Arizona to consume the residual products of the Company, there 
is no certainty that these facilities will be built on time, if at all. In the event either of these two companies is unable 
to purchase residual product from the Company, the Company would have to find an additional customer to purchase 
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the product, or, the Company would have to burn the product which is not taken. In the event the Company must burn 
unsold residual product, this would materially adversely impact the Company cash flows and materially adversely 
impact the Company’s ability to pay debt service on the Series 2022 Bonds. No assurances can be given by the 
Company that the market demand for residual products will be sufficient throughout the term of the Series 2022 Bonds 
and/or the market price of the residual products will be sufficient (along with revenue derived form the sale of the 
lumber) to enable the Company to generate revenues to make all of its payments on the Series 2022 Bonds. 

Market for Lumber. The operation of the facilities requires that the Company be able to sell lumber at 
prices high enough to generate sufficient revenues and cash flow to pay, among other things, the operation and 
maintenance costs of the Project and debt service on the Series 2022 Bonds.  While IFP has agreed to purchase 100% 
of the lumber produced by NLFP pursuant to the IFP Agreement, the amounts paid by IFP are based on current market 
prices, and the IFP Agreement’s term expires (and may not be renewed) prior to the maturity of the Series 2022 Bonds.  
No assurance can be given by the Company that the market demand for lumber will be sufficient throughout the term 
of the Series 2022 Bonds and/or the market price of lumber will be sufficient to enable the Company to generate 
revenues to make all of its payments on the Series 2022 Bonds.  See “THE COMPANY – Sales and Marketing Strategy 
– Sale of Lumber and Engineered Wood Products” herein.  

The lumber business is cyclical; selling prices for lumber have fluctuated in response to periodic changes in 
supply and demand conditions and in response to other economic conditions. Demand for lumber depends upon a 
multitude of factors, including changes in general economic conditions and housing starts among other things. Supply 
is affected by available capacity and operating rates, raw material costs and availability, government policies and 
global trade. Periods of high demand, high capacity utilization and increasing operating margins tend to result in 
investment in production capacity, which may cause supply to exceed demand and selling prices and capacity 
utilization to decline. Future growth in demand for lumber may not be sufficient to absorb excess industry capacity. 
During periods of industry oversupply regionally or globally, the Company’s results of operation may be affected 
negatively as the price at which it sells its products declines, resulting in possible reduced profit margins, write-downs 
in the value of its inventory and/or temporary or permanent curtailments of production.  

Competition. While the Company believes it has one of the lowest costs structures in the lumber market for 
producing its quality of lumber, the Company faces competition from other producers with access to various 
competitive advantages, including greater capital and proximity to overseas customers among others. Depending on 
market conditions, fluctuating input prices, geographic location and freight economics, the competition may change 
their pricing and supply in a way that adversely affect the sales and consequently operations and financial condition 
of the Company.  

In addition, the Company expects other lumber producers to attempt to enter the Arizona market in the near 
future seeking to participate in the thinning of the forests of Arizona. Delay in completing the facilities could reduce 
or eliminate any advantage the Company may have as the incumbent lumber manufacturer.  

Storage of Logs. The Company has limited space for the storage of logs on its property in Bellemont. The 
Company may not have sufficient space to store enough logs on the property to operate the facility continuously for 
an extended period of time in the event of an unusually long winter break-up period in which access to the forestland 
is restricted for an unexpectedly long period of time. The Company intends to purchase a 40-50 acre parcel adjacent 
to the Windfall Mill to provide additional log storage capacity, but there can be no assurances that this purchase will 
be executed successfully. While the Company has additional nearby land holdings on which to store logs to mitigate 
this risk, the Company would incur additional operational costs by doing so. These additional operational costs could 
materially negatively impact the Company cash flow and materially adversely impact the Company’s ability to pay 
debt service on the Series 2022 Bonds 

Storage of Products. The facilities have limited storage capacity for lumber and residual products. In the 
event that the Company is not able to sell substantially all of its lumber or residual products on a consistent basis, it 
may incur unexpected costs associated with storing is products or accessing additional storage and/or storage logistics 
services for its products.  

Transportation Risk. The Company plans to rely on railroad and trucking for transport of raw materials to 
the facilities, to deliver finished products to the Company’s distribution system and to ship finished products to 
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customers.  These transportation operations, equipment and services are subject to various hazards, including extreme 
weather conditions, floods, droughts, work stoppages, delays, accidents such as spills and derailments and other 
accidents and other operating hazards.  These transportation operations, equipment and services are also subject to 
environmental, safety and regulatory oversight.  Local and national governments could implement new regulations 
affecting the transportation of the Company’s raw materials, lumber, or residual products.  If the Company is delayed 
or unable to ship the lumber and residual products or obtain new raw materials as a result of these transportation 
companies’ failure to operate as expected, or if new and more stringent regulatory requirements are implementing 
affecting transportation operations or equipment, or if there are significant increases in the cost of these services or 
equipment, the Company’s sales revenues or cost of operations could be adversely affected.  In addition, increase in 
transportation costs, or changes in such costs relative to transportation costs incurred by competitors, could have an 
adverse effect on the revenues an operations of the Company.  The persistent shortage of truck drivers nationwide 
could cause an increase in transportation costs, cause delays in the Company’s shipments of lumber and residual 
products, or cause delays in obtaining new raw materials.  Delays in the completion of the rail spur at the Windfall 
Mill, or the inability to complete construction of the rail spur for any reason, could adversely impact the Company’s 
transportation costs and cause the Company to further rely on trucking for its transportation needs. 

Reliance on Other Third Parties. The viability of the Company and its ability to pay debt service on the 
Series 2022 Bonds depend significantly upon the performance of third parties including the facilities contractors, 
facilities equipment manufacturers, IFP, Novo Star, harvesting sub-contractors, and any other broker or buyer of the 
Company’s lumber and residual products. If these parties do not perform their obligations under the various project 
documents the Company may not be able to acquire alternate goods or services to cover such nonperformance and the 
Company may be unable to make payments of the principal of, and interest on the Series 2022 Bonds.  

In addition, except for the Lumber Offtake Agreement with IFP, the Company’s arrangements with partners 
for the lumber and residual products are largely structured as letters of intent as opposed to definitive agreements. 
While the Company believes that these arrangements will provide it with greater flexibility for introducing its products 
into the market at the best possible terms, there is no assurance that such letters of intent will result in definitive 
agreements. The lack of executed offtake agreements for residual products could adversely impact the ability of the 
Company to generate the revenue and cash flow necessary to pay debt service on the Series 2022 Bonds.  

Reliance on Availability of Natural Gas. Because the Company will use dry kilns in the manufacturing 
process at the Windfall Mill the Company needs a fuel source for the boiler which heats the dry kilns. While a primary 
natural gas line runs to the Windfall Site, the cost and availability of natural gas is subject to change due to market 
economic forces or government regulations and the Company does not currently have a fixed-price contract for its 
source of natural gas. Increases in the cost of natural gas could adversely affect the Company’s ability to pay the 
principal of and interest on the Series 2022 Bonds. In addition, if the Company’s boiler malfunctions or ceases to 
operate, the Windfall Mill will lack the ability to dry lumber product and will need to limit production until the boiler 
can be fixed or replaced.  

Reliance on Availability of Propane. Because the Company will use dry kilns in the manufacturing process 
at the Lumberjack Mill the Company needs a fuel source for the boiler which heats the dry kilns. The boiler at 
Lumberjack Mill has used propane as the fuel source for over a decade. The cost and availability of propane is subject 
to change due to market economic forces or government regulations. The Company does not currently have a fixed-
price long-term contract for its source of propane. Increases in the cost of propane could adversely affect the 
Company’s ability to pay the principal of and interest on the Series 2022 Bonds. In addition, if the Company’s boiler 
malfunctions or ceases to operate, the Lumberjack Mill will lack the ability to dry lumber product and will need to 
limit production until the boiler can be fixed or replaced. 

Reliance on Projections and Underlying Assumptions. The Company plans and financial forecast have 
been structured on the basis of certain assumptions and projections made by the Company with respect to the 
Company’s revenue generating capacity and the costs associated therewith over the term of the Series 2022 Bonds. 
Although the Company believes the downside assumptions are reasonable and have been reviewed by the Independent 
Engineer, the Financial Model assumptions are inherently subject to significant uncertainty and the actual results of 
the facilities’ operations may differ, perhaps materially, from these projections. Therefore, no representation is made 
or intended to be made, nor should any be inferred, with respect to the likely existence or occurrence of any particular 
set of future facts and circumstances. Moreover, none of the Company, the Authority, or the Underwriter intends to 
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provide to Holders of the Series 2022 Bonds any revised projections or analyses of the differences between the 
projections and actual operating results later achieved. If actual results are less favorable than those shown or if 
assumptions used in formulating the projections prove to be incorrect, the Company’s ability to pay the principal of 
and interest on the Series 2022 Bonds may be adversely affected.  

Reliance on Used Sawmill, Planer, EWP and other Equipment and Warranties. While a broad market 
for used equipment exists in the forest products industry and the Company has sourced or intends to source the specific 
equipment that it will require to operate the facilities and generate the lumber and residual products, there is no 
assurance that this equipment will be available at the time the Company is prepared to purchase such equipment. If 
the equipment is no longer available or available at higher prices that those currently identified and budgeted for by 
the Company, then it could cause a delay in the mechanical completion of one or more of the facilities or result in cost 
overruns.  

In addition, while the new equipment to be incorporated into the facilities will be covered by warranties, 
there can be no assurance that such equipment will not, at some point, malfunction, breakdown, or fail to perform at 
the desired level. A failure of the equipment to perform at desired levels could have an adverse effect on the 
Company’s ability to perform at planned levels, which in turn could materially adversely affect the Company’s ability 
to provide for timely payment of principal of or interest on the Series 2022 Bonds.  

Adequacy of Insurance. The Company is obligated under the Loan Agreement to obtain and keep in force 
certain insurance with respect to the facilities including property insurance, general liability insurance, business 
interruption insurance, cyber liability insurance and site pollution liability insurance. Although the Company has 
obtained commercial quotes for this insurance which have been included in the Company’s financial assumptions, 
there is no assurance that such insurance coverage will be available in the future at commercially reasonable costs or 
that the amounts for which the Company is insured will cover all unanticipated losses and, in particular, debt service 
on the Series 2022 Bonds in the event of a casualty loss.  

Government Regulations and Permits. The facilities will be required to comply with a number of statutes 
and regulations relating to the safety and health of the Company’s employees and the public during its operation, such 
as: limits on noise emission from the facilities; safety and health standards, practices and procedures applicable to the 
construction and operation of the facilities; environmental protection requirements including standards relating to the 
discharge of pollutants to the air, water, and land; and employment, hiring and anti-discrimination requirements 
relating to the operation of the facilities by the Company.  

Federal, state and local laws and regulations protecting the environment require the Company to obtain 
permits and other authorizations to construct and operate the facilities. For example, construction permits are required 
by the federal Clean Air Act and the federal Clean Water Act, as well as state laws related to water quality. The 
Company has obtained the permits to commence construction on some but not all of the components of the facilities 
to be developed. There can be no assurances given that the Company will obtain any outstanding permits or other 
authorizations required to commence these remaining components of the Company’s development program. Failure 
to obtain any permits or other authorizations in a timely fashion or at all could adversely impact the ability of the 
Company to generate the revenue and cash flow necessary to pay debt service on the Series 2022 Bonds. 

Laws and regulations applicable to the Company, including those under which permits and governmental 
approvals must be obtained, change frequently and may become more stringent. Changes in laws that govern 
construction or operation of the facilities could have an impact of increasing capital expenditures and operations and 
maintenance costs at the facilities. In recent years, legislation has been proposed and debated to regulate greenhouse 
gas emissions more stringently. The Company could be adversely affected if regulatory changes were implemented 
that imposed more comprehensive or stringent regulatory requirements, resulting in increased compliance costs to the 
Company.  

The ability of the Company to comply with the requirements of permits, regulations, and other governmental 
approvals is dependent upon many factors that may not be within the control of the Company. The failure to comply 
with applicable laws, regulations and permits could result in fines, penalties and delays or suspension of the 
construction or operation of the facilities. The issuing government agency may have continuing oversight authority 
over the permitted activity and could impose additional conditions or mitigation requirements or suspend or revoke 
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the permit in certain circumstances. The inability to maintain required permits in force and effect, and their 
amendment, suspension or revocation would have adverse effects on the Company’s operation and the Company’s 
financial performance.  

Environmental Liability. The Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), as well as other federal laws and similar state laws, requires cleanup of sites from which there has been 
a release or threatened release of hazardous substances and authorizes the Environmental Protection Agency to take 
any necessary response action at the locations of such releases. The construction and operation of the Project could 
produce hazardous substances and wastes and petroleum products, which, if released on-site or disposed of 
inappropriately off-site, may result in liability for removal and clean, or the payment of damages.  

A Phase I environmental site assessment (“ESA”) prepared by Western Technologies Inc. (the 
“Environmental Consultant”) was conducted for each of the Windfall Mill (report dated April 29, 2021), the Williams 
Property (report dated May 27, 2021), the Lumberjack Mill (report dated May 12, 2021), and the GPR Mill site (report 
dated June 8, 2021).  For each site, the Environmental Consultant did not identify a Recognized Environmental 
Condition (“REC”), a Historical REC, or a Controlled REC, except as follows:   

The Environmental Consultant identified soil staining and petroleum storage at the Williams Property as a 
Historical REC.  Previously, in 1996 and in 2018, the Environmental Consultant conducted Phase I/II ESAs for the 
Williams Property.  During the 1996 ESA, a total of 10 soil samples were reported with total petroleum hydrocarbons 
(“TPH”) concentrations greater than the Arizona Department of Environmental Quality (“ADEQ”) residential‐Health 
Based Guidance Levels (“HBGLs”) of 7,000 parts per million.  Based on the elevated levels above the former ADEQ 
HBGLs, the Environmental Consultant identified the soil staining with the elevated levels as a Recognized 
Environmental Condition.  The Environmental Consultant recommended that the areas above the HBGL be 
remediated and the petroleum‐containing areas and the soil stained areas be excavated and transported to a licensed 
and permitted disposal facility.  In 2018, the Environmental Consultant observed that, with the exception of the area 
south of the sawmill building, the stained soil areas had been either graded or removed, and the apparent sources of 
soil staining had been removed.  In 2018, the Environmental Consultant identified the petroleum-impacted soil areas 
as a Historical REC.  In 2018, the Environmental Consultant also identified large areas of stained soil as a REC, and 
conducted a Phase II investigation.  On November 15, 2018, the oily contents of 11 drums and one polyethylene tote 
were vacuumed out and the empty drums were removed.  Soil samples were taken from five soil borings and were 
analyzed for volatile organic compounds (“VOCs”), polynuclear aromatic hydrocarbons (“PAHs”) and metals.  VOCs 
and PAHs were not detected above the Laboratory Reported Detection Limits.  Arsenic, barium, chromium, and lead 
were detected at concentrations below the Arizona soil remediation levels.  Based on the analytical results, no further 
assessment of the stained soil areas was recommended.  In the May 27, 2021 Phase I ESA report, the Environmental 
Consultant considers the former oil soil staining and petroleum storage a Historical REC that has been addressed. 

No assurance can be provided with respect to any activity on the sites after the Phase I ESA report dates. 
Other than the Phase I ESAs, no other environmental assessments have been prepared with respect to the sites. Neither 
the Authority nor the Underwriter has undertaken any independent review of any environmental site assessments or 
similar studies with respect to the facilities development programs or facilities’ sites and neither takes any 
responsibility for the content thereof.  No assurance can be given that an assertion of liability will not be made in the 
future against the Company as the operator of the facilities or the owner of the facilities’ sites. Any owner or operator 
of the facilities, including as a result of foreclosure under the Deed of Trust, could be subject to assertion of 
environmental liability and could be negatively affected by administrative enforcement action involving 
environmental contamination.   

The handling, storage, management and disposal of hazardous materials – both known and unknown – at the 
facilities are subject to federal and State environmental regulations. No assurances can be made that compliance with 
these regulations, or the costs resulting from any new or different regulations, will not adversely affect the operations 
or financial condition of the Company.  Environmental costs may include site surveys and environmental 
investigations of contaminated or potentially contaminated sites, as well as the costs for monitoring, mitigation and 
remediation of these sites, fines or penalties for non-compliance with environmental laws and regulations, and third-
party claims for property damage and/or personal injury or other damages.  
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Under certain circumstances, lenders and trustees can be exposed to liability for environmental contamination 
of real property held as security for a loan. Such liability is precluded under federal law so long as the lender or trustee 
complies with certain requirements, including taking actions only to obtain remedies available under loan documents 
or that are consistent with the rights of secured creditors. In the event that the Company was to default on the Series 
2022 Bonds and enforcement of lender rights and remedies were required, the Trustee could be exposed to liability 
for site contamination, whether originating before the construction and operation of the facilities or after. Any costs 
or expenses incurred by the Trustee or other financial participants in the Series 2022 Bonds could adversely affect the 
availability of funds to pay principal of and interest on the Series 2022 Bonds. 

Insufficiency of Trust Estate.  Potential investors should not assume that the disposition of the Trust Estate 
in the event of default would provide sufficient funds to pay the principal on the Series 2022 Bonds outstanding at 
that time.  The value of the Trust Estate cannot presently be determined with certainty, especially in light of the fact 
that the Trust Estate contains specialized property and equipment specifically for use as a lumber processing operation.  
Furthermore, the value of the Trust Estate will be directly affected by market and financial conditions which are not 
in the control of the parties involved in the offering of the Series 2022 Bonds.  The value of real property and 
equipment can fluctuate substantially depending on a variety of factors.  No assurance can be given that the value of 
the Trust Estate would remain stable or would not decrease if the values of property similar to that contained in the 
Trust Estate were to decline.  Furthermore, attempts to appoint a receiver to take charge of properties pledged to secure 
loans are frequently met with defensive measures such as the initiation of protracted litigation or the initiation of 
bankruptcy proceedings.  Such defensive measures may prevent the appointment of a receiver or greatly increase the 
expense and time involved in achieving a sale or other realization of the Trust Estate should an Event of Default occur 
under the Indenture. 

Wildfire Risk.  Wildfires have the potential to affect the Company’s operations.  The potential likelihood 
and frequency of wildfires has increased due to many of the same weather impacts existing in Arizona as those that 
led to the catastrophic wildfires in Northern California.  In addition, the current overgrown condition of Arizona’s 
forests has contributed to catastrophic wildfires, leading the USFS to undertake the 4FRI forest restoration project to 
mitigate the risk of wildfires in the region.  The Company could be held liable for damages incurred as a result of 
wildfires if it was determined that they were caused by or enhanced due to the Company’s negligence.  The Arizona 
liability standard is different from that of California, which generally imposes liability for resulting damages without 
regard to fault.  In addition, large-scale wildfires could impede the Company’s access to the forest, decrease the 
feedstock supply available to the Company or increase the price of the feedstock in the region, which could also reduce 
the Company’s cash flows and materially adversely impact the Company’s ability to pay debt service on the Series 
2022 Bonds. 

While the State of Arizona has suffered many wildfires during the last 10 years, few of the fires have occurred 
in the 4FRI operating area.  In 2021, a wildfire burned approximately 11,435 acres just outside of Flagstaff.  In 2020, 
wildfires consumed 978,519 acres across the State of Arizona, but there were no fires of significance in the 4FRI 
operating area.  In 2014, a wildfire burned 21,000 acres in the 4FRI operating area.  Substantially all other wildfires 
occurring between 2014 and 2020 were brush fires or pinyon juniper fires that did not impact the Ponderosa Pine tree 
line.  In 2011 a wildfire burned 15,000 acres just outside Flagstaff in the 4FRI operating area directly impacting the 
Ponderosa Pine forest. 

Historic Losses.  The Company experienced losses of $11 million per year in 2017-2019, but reduced losses 
in 2020 to $7 million, despite not operating the Lumberjack Mill for half of the year due to the Pandemic shutdown 
while still incurring fixed costs.  The Company’s current management team is undertaking numerous steps that it 
expects will improve financial performance, including reducing hauling costs, making small-log processing upgrades 
at the Lumberjack Mill, achieving efficient full-time operation of the Lumberjack Mill and the EWP line, 
implementing an efficient forest operations strategy that fits the Company’s expanding capacity, and increasing 
average product sales price. See “MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS – Results of Operations” herein.  However, no assurance can be made that such 
steps will allow the Company to achieve, or if achieved, to sustain, positive gross profit in the future.  

Lack of Audits.  The Company has been advised by Moss Adams LLP, its external auditors, that it should 
establish formal policies and controls surrounding a system of consistent monthly reconciliations and formal closing 
procedures, with secondary review.  Due to the Company’s inconsistent practices related to the financial close and 
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reporting process, material audit adjustments to the consolidated financial statements were identified by Moss Adams 
LLP.  The Company is in the process of implementing a well-maintained and executed financial close and reporting 
process that it expects will improve the organization and operation of the accounting function.  There can be no 
assurance that the Company’s implemented processes will improve the Company’s accounting function or prevent or 
identify any significant errors in the financial records and consolidated financial statements.   

Material Weaknesses in Controls.  The Company has been advised by Moss Adams LLP, its external 
auditors, that the Company had a lack of segregation of duties over internal controls over financial reporting.  Although 
this circumstance is not unusual for an organization the size of the Company, the absence of segregation of duties over 
internal controls over the preparation of financial statements increases the possibility that a misstatement of the 
consolidated financial statements could occur and not be prevented, or detected and corrected, by the Company’s 
internal control. As a remedy, the Company’s CFO, Manager of Finance and Staff Accountant are now all involved 
in different aspects of accounting activities to provide some segregation of duties.  However, there can be no assurance 
the Company’s reorganization of accounting responsibilities among multiple people will prevent a misstatement of 
the Company’s consolidated financial statements. 

Risks Related to the Series 2022 Bonds 

Limited Liability of the Authority.  THE BONDS CONSTITUTE SPECIAL LIMITED OBLIGATIONS 
OF THE AUTHORITY AND EXCEPT TO THE EXTENT PAYABLE FROM BOND PROCEEDS AND 
INVESTMENT INCOME ARE PAYABLE SOLELY FROM CERTAIN PAYMENTS, REVENUES AND OTHER 
AMOUNTS PLEDGED UNDER THE INDENTURE.  THE BONDS, THE PREMIUM, IF ANY, AND THE 
INTEREST THEREON WILL BE SPECIAL LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE 
EXCLUSIVELY FROM THE TRUST ESTATE.  THE BONDS WILL NOT CONSTITUTE A DEBT OR A LOAN 
OF CREDIT OR A PLEDGE OF THE FULL FAITH AND CREDIT OR TAXING POWER OF THE AUTHORITY, 
THE AFA, THE STATE OF ARIZONA, OR OF ANY POLITICAL SUBDIVISION THEREOF, WITHIN THE 
MEANING OF ANY ARIZONA CONSTITUTIONAL PROVISIONS OR STATUTORY LIMITATION AND 
SHALL NEVER CONSTITUTE NOR GIVE RISE TO A PECUNIARY LIABILITY OF THE AUTHORITY, THE 
AFA OR THE STATE OF ARIZONA OR ANY POLITICAL SUBDIVISION THEREOF.  THE BONDS WILL 
NOT CONSTITUTE, DIRECTLY OR INDIRECTLY, OR CONTINGENTLY OBLIGATE OR OTHERWISE 
CONSTITUTE A GENERAL OBLIGATION OF OR A CHARGE AGAINST THE GENERAL CREDIT OF THE 
AUTHORITY, BUT WILL BE SPECIAL LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE SOLELY 
FROM THE SOURCES DESCRIBED IN THE INDENTURE, BUT NOT OTHERWISE.  THE AUTHORITY HAS 
NO TAXING POWER. 

NO RECOURSE WILL BE HAD FOR THE PAYMENT OF THE PRINCIPAL OF OR PREMIUM, IF 
ANY, OR INTEREST ON THE BONDS AGAINST ANY PAST, PRESENT, OR FUTURE OFFICER, DIRECTOR, 
EMPLOYEE, COUNSEL, ADVISOR, AGENT, CONTRACTOR, CONSULTANT, PROGRAM MANAGER OR 
EXECUTIVE DIRECTOR OF THE AUTHORITY, OR THE AFA, OR OF ANY SUCCESSOR TO THE 
AUTHORITY OR THE AFA, AS SUCH, EITHER DIRECTLY OR THROUGH THE AUTHORITY OR THE AFA 
OR ANY SUCCESSOR TO THE AUTHORITY OR THE AFA, UNDER ANY RULE OF LAW OR EQUITY, 
STATUTE, OR CONSTITUTION OR BY THE ENFORCEMENT OF ANY ASSESSMENT OR PENALTY OR 
OTHERWISE AND ALL SUCH LIABILITY OF ANY SUCH OFFICERS, DIRECTORS, EMPLOYEES, 
COUNSEL, ADVISORS, AGENTS, CONTRACTORS, CONSULTANTS, PROGRAM MANAGERS OR 
EXECUTIVE DIRECTORS, AS SUCH, IS HEREBY EXPRESSLY WAIVED AND RELEASED AS A 
CONDITION OF AND CONSIDERATION FOR THE EXECUTION AND ISSUANCE OF THE SERIES 2022 
BONDS. 

Enforceability of Remedies; Bankruptcy.  The Company has limited assets, substantially all of which are 
pledged or mortgaged to the Trustee on behalf of the holders of the Series 2022 Bonds, subject to certain exceptions.  
Under the Financing Documents, if there is an Event of Default (as defined in the Loan Agreement) on the Series 2022 
Bonds, the Trustee may pursue any remedy permitted by law and the Financing Documents to exercise the remedies 
available to a secured creditor.  There can be no assurance that the proceeds of a foreclosure sale of the Facilities, 
together with amounts on deposit in the accounts pledged to, and held by the Trustee will be sufficient to pay unpaid 
principal of and interest on the Series 2022 Bonds.  Payments to the holders of the Series 2022 Bonds can be delayed 
or reduced following a default by the Company under the Financing Documents. 
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Upon the occurrence of certain Events of Default under the Indenture, the Holders of at least a majority of 
the principal amount of the Series 2022A Bonds may instruct the Trustee to accelerate the principal and interest on 
the Bonds and declare the same immediately due and payable.  In connection with such declaration, such holders may 
also direct the Trustee to foreclose on the Collateral. 

Generally, if an Event of Default under the Indenture occurs and any Series 2022 Bonds are accelerated, the 
Trustee is not obligated to exercise any of its rights or powers under any Financing Document (and any supplement 
thereto) unless the holders of affected Series 2022A Bonds offer the Trustee indemnity reasonably satisfactory to the 
Trustee.  Upon acceleration of the maturity of the Bonds following an Event of Default under the Indenture, the lien 
on the Collateral in favor of the Trustee for its unpaid fees and expenses, will be senior to the lien in favor of the 
holders of the Bonds.  As a result, any proceeds of sale of the Collateral will be applied first to the payment of unpaid 
fees and expenses of the Trustee before being applied to payment of unpaid principal, interest and other amounts due 
on the Bonds. 

Notwithstanding any provision in the Indenture to the contrary, no acceleration of the Series 2022 Bonds will 
occur or be permitted as a result of an Event of Default (i) with respect to the Series 2022B Bonds, if any, so long as 
any Senior Bonds remain Outstanding, and (ii) with respect to the Series 2022B Bonds so long as any Senior Bonds 
Remain Outstanding.  The Owners of the Series 2022B Bonds will have no right (i) to pursue or direct any remedy 
available to the Trustee pursuant to the Indenture or (ii) to be paid from the proceeds received by the Trustee through 
the exercise of any such remedy while any Senior Bonds Remain Outstanding.  The Trustee has no obligation to 
consider whether remedies taken would have a material adverse effect on the possibility that Owners of the Series 
2022B Bonds will be paid amounts in respect of such the Series 2022B Bonds or to consider any effect that a remedy 
may have on the Owners of the Series 2022B Bonds. 

The 2022B Bonds are unsecured and subordinate to the Senior Bonds.  Pursuant to the Indenture, the Series 
2022B Bondholders shall not be entitled to exercise any rights and remedies with respect to the Project or against the 
Company (including, but not limited to, foreclosure, appointment of a receiver, exercise of the assignment of rents, or 
rights with respect to condemnation and insurance) unless and until no Senior Bonds Remain Outstanding. 

In the event of a default by the Company, the Trustee may attempt to enforce the contractual obligations of 
the third parties under such Project Documents.  If the Company defaults on its obligations under those Project 
Documents, such third parties might attempt to cancel their contracts with the Company.  The Trustee may attempt to 
cause such third parties to enter into similar contracts directly with the Trustee.  There can be no assurance that the 
Trustee would be successful.  In the event of the effective termination of any Project Document with the Company, 
the third party to such Project Document is not contractually obligated to enter into a new Project Document with the 
Trustee on terms and conditions similar to those provided to the Company.  Accordingly, if such termination occurs 
outside of a bankruptcy proceeding, then in order to obtain the services provided or goods supplied under such 
terminated Project Document, the Trustee may need to negotiate a new contract with such third party or with another 
service provider.  The new contract could (i) require the Trustee to cure any defaults of the Company under such 
Project Document, (ii) require the Trustee to pay increased or additional amounts for services provided or goods 
supplied by such third party under such Project Document or (iii) impose totally new terms and conditions on the 
Trustee.  The Company has represented that the Project Documents are enforceable, but such enforceability is subject 
to the limitations imposed by bankruptcy, reorganization, insolvency or other similar laws affecting the rights of 
creditors generally, and by general principles of equity. 

The equipment pledged by the Company, NLFP, Just Right and GEPAZ pursuant to the Pledge and Security 
Agreement includes improvements and fixtures which may not, in some cases, be subject to removal and disposal in 
a cost-effective manner.  It should not be anticipated that the total valuation specified in the equipment review would 
be recovered in any disposal following an Event of Default. 

The practical realization of value from the Facilities and the equipment upon any default will depend upon 
the exercise of various remedies specified by the Indenture, the Loan Agreement, the Deed of Trust, the Security 
Agreement, the Collateral Assignment and Consents.  These and other remedies may in many respects require judicial 
actions which are often subject to discretion and delay. Under existing law, the remedies specified by such documents 
may not be readily available or may be limited.  A court may decide not to order the specific performance of the 
covenants contained in those documents. 
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Limited Liquidity.  INVESTMENT IN THE SERIES 2022 BONDS INVOLVES A SUBSTANTIAL 
DEGREE OF RISK AND EACH PROSPECTIVE INVESTOR SHOULD CONSIDER ITS FINANCIAL 
CONDITION AND THE RISKS INVOLVED TO DETERMINE THE SUITABILITY OF INVESTING IN THE 
SERIES 2022 BONDS. THE SERIES 2022 BONDS AND BENEFICIAL OWNERSHIP INTERESTS THEREIN 
ARE OFFERED HEREBY ONLY TO QUALIFIED INSTITUTIONAL BUYERS AND MAY BE TRANSFERRED 
ONLY TO QUALIFIED INSTITUTIONAL BUYERS. THE SERIES 2022A BONDS ARE AN ILLIQUID 
INVESTMENT AND ARE BEING ISSUED IN MINIMUM AUTHORIZED DENOMINATIONS OF $100,000.  
THE SERIES 2022B BONDS ARE AN ILLIQUID INVESTMENT AND ARE BEING ISSUED IN MINIMUM 
AUTHORIZED DENOMINATIONS OF $100,000. 

The Series 2022 Bonds have not been and will not be registered under the Securities Act or any United States 
securities laws, and they are being offered for resale to Qualified Institutional Buyers.  The initial purchasers and 
transferees of the Series 2022 Bonds will be deemed to have acknowledged, represented, warranted and agreed with 
and to the Authority, the Company, the Trustee and the Underwriter that they meet this requirement and will comply 
with this restriction.  Each transferee of the Series 2022 Bonds will be deemed to have acknowledged, represented, 
warranted and agreed with and to the Authority, the Company, the Trustee and the Underwriter that they meet this 
requirement and will comply with this restriction.   

Absence of Rating and Secondary Market.  The Series 2022 Bonds have not been rated and no rating has 
been or is expected to be applied for.  Typically, unrated bonds lack liquidity in the secondary market in comparison 
with rated bonds.  The Series 2022 Bonds should not be purchased by any investor who, because of financial condition, 
is unable to bear a loss of an investment in the Series 2022 Bonds, or who, because of investment policies or otherwise, 
does not desire to assume, or have the ability to bear, the risks inherent in an investment in the Series 2022 Bonds.  
The Underwriter has no obligation to make a secondary market in the Series 2022 Bonds.  Therefore, there can be no 
assurance that a secondary market for the Series 2022 Bonds will exist.  If a market for the Series 2022 Bonds does not 
develop, holders of the Series 2022 Bonds may be unable to resell such Series 2022 Bonds for an extended period of 
time, if at all.  Moreover, if a market for the Series 2022 Bonds does develop, the Series 2022 Bonds could trade at a 
substantial discount from their face amount. 

Subordinate Bonds.  Although the Series 2022B Bonds are called bonds, they are complex financial 
instruments with unique characteristics and risks that are unlike those typically found in debt securities. For instance, 
among other things, the Series 2022B Bonds are expected to incur significant paid-in-kind interest and will be solely 
paid from Excess Revenues after payment of certain costs and expenses and debt service on the Senior Bonds.  As a 
result, Holders of the Series 2022B Bonds should not expect to receive payment in full in cash of principal and interest 
due on the Series 2022B Bonds when due.  While there are scenarios that may result in full payment of principal and 
interest on the Series 2022B Bonds, there is considerable uncertainty as to whether the Project will provide sufficient 
cash flow to make all payments of interest and principal (including any PIK Amounts).  The Series 2022B Bonds may 
not be a suitable investment for all investors, including any investor that requires a regular or predictable schedule of 
payments or payment on specific dates.  Investors should carefully read this entire Offering Memorandum and consult 
with your legal, financial and tax advisors to understand the prepayment, reinvestment and default risks, the tax 
consequences of an investment and the interaction of these factors before making any decisions with respect to the 
Series 2022B Bonds. 

The amount of cash interest and principal required to be paid to the Holders of Series 2022B Bonds on each 
Subordinate Bond Payment Date prior to maturity is limited to the Company’s Excess Revenue on deposit in the 
Excess Revenue Fund on the applicable Subordinate Bond Payment Date.  Therefore, if there is insufficient Excess 
Revenue to pay all accrued interest in cash or make principal payments on the Series 2022B Bonds on an applicable 
Subordinate Bond Payment Date, the Company’s failure to pay all interest in cash or make principal payments on the 
Series 2022B Bonds, as applicable, on such Subordinate Bond Payment Date will not, constitute an Event of Default 
so long as any Senior Bonds Remain Outstanding. 

Sustainability-Linked Interest Rate Adjustment on Series 2022 Bonds.  As described in “THE SERIES 
2022 BONDS – The Series 2022A Bonds – Interest Rate Adjustment on Series 2022A Bonds,” and “THE SERIES 
2022 BONDS – The Series 2022B Bonds – Interest Rate Adjustment on Series 2022B Bonds,” the interest rates 
payable on the Series 2022A Bonds and the Series 2022B Bonds may be adjusted and continue until maturity of the 
Series 2022A Bonds and the Series 2022B Bonds, respectively.  If the interest rate on the Series 2022A Bonds is 
increased, the Series 2022A Bonds could accrue 2022A PIK Amount at an accelerated rate, which could increase the 
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likelihood that the Series 2022A Bonds reach their $87,115,000 Maximum 2022A PIK Amount.  If the interest rate 
on the Series 2022B Bonds is increased, the Series 2022B Bonds could accrue 2022B PIK Amount at an accelerated 
rate, which could increase the likelihood that the Series 2022B Bonds reach their $113,193,241 Maximum 2022B PIK 
Amount.  In the event the Series 2022A Bonds reach their Maximum 2022A PIK Amount, all accrued interest that is 
not paid on any Interest Payment Date thereafter shall continue to accrue as interest, and with interest accruing on 
such interest, until maturity or prior payment in cash.  In the event the Series 2022B Bonds reach their Maximum 
2022B PIK Amount, all accrued interest that is not paid on any Subordinate Bond Payment Date thereafter shall 
continue to accrue as interest, and with interest accruing on such interest, until maturity or prior payment in cash. 

TAX MATTERS 

In the opinion of Squire Patton Boggs (US) LLP, Bond Counsel, under existing law: (i) interest on the Series 
2022 Bonds is not excluded from gross income for federal income tax purposes; and (ii) interest on the Series 2022 
Bonds is exempt from Arizona state income taxes.  Bond Counsel expresses no opinion as to any other tax 
consequences regarding the Series 2022 Bonds.  The legal defeasance of the Series 2022 Bonds might result in a 
deemed sale or exchange of the Series 2022 Bonds under certain circumstances; owners of the Series 2022 Bonds 
should consult their tax advisors as to the federal income tax consequences of such an event.  Prospective purchasers 
of the Series 2022 Bonds should consult their tax advisors as to the federal, state and local, and foreign tax 
consequences of their acquisition, ownership, and disposition of the Series 2022 Bonds.   

The following discussion is generally limited to “U.S. owners,” meaning beneficial owners of Series 2022 
Bonds that for United States federal income tax purposes are either individual citizens or residents of the United States 
or corporations or other entities taxable as corporations created or organized in or under the laws of the United States 
or any state thereof (including the District of Columbia).  Partnerships holding Series 2022 Bonds, and partners in 
such partnerships, and estates or trusts holding Series 2022 Bonds, and beneficiaries of such estates or trusts, 
should consult their tax advisors regarding the tax consequences of an investment in the Series 2022 Bonds 
(including their status as U.S. owners). 

Prospective purchasers of the Series 2022 Bonds upon their original issuance at prices other than the 
respective prices indicated on the inside cover of this Limited Offering Memorandum, and prospective purchasers of 
the Series 2022 Bonds at other than their original issuance, should consult their own tax advisors regarding other tax 
considerations such as the consequences of market discount, as to all of which Bond Counsel expresses no opinion. 

Payment of Interest 

In general, interest paid or accrued on the Series 2022 Bonds, including qualified stated interest on the Series 
2022 Bonds, if any, will be treated as ordinary income to U.S. owners. A U.S. owner using the accrual method of 
accounting for U.S. federal income tax purposes must include interest paid or accrued on the Series 2022 Bonds in 
ordinary income as the interest accrues, while a U.S. owner using the cash receipts and disbursements method of 
accounting for U.S. federal income tax purposes must include interest in ordinary income when payments are received 
or constructively received by the owner, except as described below under the section entitled “Original Issue 
Discount and Original Issue Premium.” 

Original Issue Discount and Original Issue Premium 

The Series 2022 Bonds will be offered and sold to the public at an original issue discount (“OID”).  OID is 
the excess of the stated redemption price at maturity (i.e., the sum of all payments to be made on a bond (including, 
in the case of the Series 2022A Bonds, amounts payable at mandatory redemption) other than qualified stated interest) 
over the “issue price” of a Series 2022 Bond, provided that excess equals or exceeds a statutory de minimis amount 
(one-quarter of one percent of the Series 2022 Bond’s stated redemption price at maturity multiplied by the number 
of complete years to its maturity (or, if required by applicable Treasury Regulations, to an earlier call date)).  The 
issue price of a Series 2022 Bond is the initial offering price to the public (other than to bond houses, brokers or similar 
persons acting in the capacity of underwriters or wholesalers) at which a substantial amount of the Series 2022 Bonds 
of the same maturity is sold pursuant to that offering.  For federal income tax purposes, OID accrues to the owner of 
a Series 2022 Bond over the period to maturity based on the constant yield method, compounded semiannually (or 
over a shorter permitted compounding interval selected by the owner).  The portion of OID that accrues during the 
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time a U.S. owner owns a Series 2022 Bond (i) is interest includable in the U.S. owner’s gross income for federal 
income tax purposes, and (ii) is added to the U.S. owner’s tax basis for purposes of determining gain or loss on the 
maturity, redemption, sale, or other disposition of the Series 2022 Bond.  The effect of OID is to accelerate the 
recognition of taxable income for a U.S. owner who uses the cash method of accounting during the term of the Series 
2022 Bond. 

The term “qualified stated interest” means stated interest that is unconditionally payable in cash or in property 
(other than debt instruments of the issuer) at least annually at a single fixed rate or, in certain cases, based on one or 
more indices.  Because the Series 2022A Bonds will be subject to the Contingent Debt Regulations (as defined and 
discussed below), and because of the PIK feature and the right to defer payment of interest on the Series 2022B Bonds, 
the interest payable on the Series 2022 Bonds will not be “qualified stated interest” and, therefore, will be included in 
the stated redemption price at maturity of the Series 2022 Bonds.  In addition, for the avoidance of doubt, the excess 
of the mandatory redemption price of the Series 2022A Bonds over the issue price of the Series 2022A Bonds will not 
constitute qualified stated interest. 

Although it is not entirely clear what rules apply for purposes of calculating the OID on the Series 2022A 
Bonds, the 2022A PIK Amounts are intended to be treated as additional interest on the Series 2022A Bonds.  Any 
2022A PIK Amount, and interest accruing thereon, would be treated as part of the stated redemption price at maturity 
of the Series 2022A Bonds, and not as qualified stated interest.  Although denominated as PIK Amounts, the 2022A 
PIK Amounts are amounts payable under the Series 2022A Bonds in addition to any cash interest and not in lieu of 
cash interest otherwise payable thereunder.  Consequently, it is intended that the Series 2022A Bonds will not be 
subject to the rules of Treasury Regulation § 1.1272-1(c)(5) and (j) that are applicable to bonds with PIK features 
where the PIK feature is in lieu of cash interest.   

In addition, the Series 2022A Bonds are subject to mandatory redemption on each Mandatory Redemption 
Date to the extent of Available Revenue, at the then applicable mandatory redemption premiums. The aggregate 
amount of mandatory redemption premium payable on the Series 2022A Bonds is thus contingent on the amount of 
Available Revenue each year. 

It is intended that the Series 2022A Bonds will be treated as debt obligations that are subject to the contingent 
payment debt instrument rules (the “Contingent Debt Regulations”). As a result, a holder will be required to, among 
other things, accrue income on the Series 2022A Bonds at a higher rate than a rate attributable to the stated interest 
and PIK rate and mandatory redemption premiums, and treat as ordinary interest income (rather than capital gain) any 
gain realized on a disposition of the Series 2022A Bonds.  Under the Contingent Debt Regulations, a holder will be 
required to include original issue discount in income each year, regardless of the holder’s usual method of tax 
accounting, based on the comparable yield of the securities. The Company will determine the comparable yield of the 
securities based on the rate, as of the issue date, at which a conduit municipal bond issuer identical to the Authority 
would issue a fixed rate debt instrument with no contingent payments but with terms and conditions similar to the 
Series 2022A Bonds.  The Company has agreed to furnish holders the comparable yield and, solely for tax purposes, 
a projected payment schedule that estimates the amount and timing of contingent interest payments. For purposes of 
this determination—and only for purposes of this determination, which is required for U.S. federal income tax 
purposes—the Company will assume that the Series 2022A Bonds will not be subject to optional redemption. The 
comparable yield and projected payment schedule will be provided to holders upon request. To request a copy of the 
comparable yield and projected payment schedule, holders should contact the Chief Executive Officer of the Company 
at 1839 S. Alma School Rd #380, Mesa, Arizona 85210.  For U.S. federal income tax purposes, a holder must use the 
comparable yield and the schedule of projected payments that the Company furnishes to the holder in determining the 
holder’s original issue discount accruals, and certain adjustments thereto, in respect of the Series 2022A Bonds, unless 
the holder timely discloses and justifies the use of a different comparable yield and projected payment schedule to the 
IRS.  The comparable yield and the projected payment schedule are provided solely for the U.S. federal income tax 
treatment of the securities and do not constitute a projection or representation regarding the actual amount or timing 
of the payments on the Series 2022A Bonds.  Under the Contingent Debt Regulations, if an actual contingent payment 
received differs from the projected payment, certain adjustments will be made for the difference. The Contingent Debt 
Regulations rules are complex, and investors in the Series 2022A Bonds should consult their tax advisors as to their 
applicability and effect. 
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Although it is not entirely clear what rules apply for purposes of calculating the OID on the Series 2022B 
Bonds, it is intended that the Series 2022B Bonds will be subject to the rules of Treasury Regulation § 1.1272-1(c)(5) 
and (j) that are applicable to bonds with PIK features.  Under such rules, the treatment of the Series 2022B Bonds is 
dependent on whether the Series 2022B Bonds are issued at, above or below par. 

If the Series 2022B Bonds are issued at or above par, for purposes of determining the yield-to-maturity and 
OID on the Series 2022B Bonds, an assumption will be made that interest on the Series 2022B Bonds will be paid in 
cash and not added to the principal of the Series 2022B Bonds as a PIK Amount, except in respect of any period in 
which all or portion of the interest is “paid” by adding the interest to the principal of the Series 2022B Bonds through 
the PIK feature.  The “adjusted issue price” of a Series 2022B Bond at the beginning of any OID accrual period is 
equal to its issue price increased by the OID for each accrual period (determined without regard to the amortization 
of any acquisition or bond premium) and reduced by any cash payments previously made on such Series 2022B Bond.  
If interest is paid in cash on the Series 2022B Bonds, each interest payment will be first treated as a payment of any 
accrued OID that has not been allocated to prior payments and second as a payment of principal.  Thus, a holder 
generally will not be required to include separately in income cash payments received on the Series 2022B Bonds to 
the extent such payments constitute payments of previously accrued OID or payments of principal.  If interest is “paid” 
by increasing the principal balances of the Series 2022B Bonds (i.e., by treating that portion of the interest on the 
Series 2022B Bonds as PIK Amount), the OID calculation for future periods will be adjusted by treating the Series 
2022B Bonds as if they had been retired and reissued for an amount equal to their adjusted issue price on the date 
preceding the first date of such interest period and recalculating the yield to maturity of the deemed reissued Series 
2022B Bonds by the treating that PIK Amount (and any prior PIK Amounts) as payments that will be made on the 
maturity date of the Series 2022B Bonds. 

If the Series 2022B Bonds are issued at a discount from par, for purposes of determining the yield-to-maturity 
of the Series 2022B Bonds, an assumption will be made that all interest will be paid in kind until maturity at which 
time all accrued interest will be treated as paid.  As a result, for purposes of determining yield-to-maturity and OID, 
the Series 2022B Bonds will be treated as issued at their issue price with a single principal payment due at maturity.  
If a portion of the interest due on any interest payment date is paid in cash, the Authority will be treated as having 
made a pro rata prepayment (within the meaning of Treasury Regulation § 1.1275-2(f)(2)) of the interest paid in cash.  
The payment reduces the amount of the payment remaining on the Series 2022B Bonds by a fraction equal to the 
amount of interest paid divided by the amount treated as due at maturity (as reduced by prior prepayments).  The 
holder will recognize gain on such prepayment equal to the amount of interest paid minus the product of the adjusted 
issue price and the fraction determined in the preceding sentence.  The adjusted issue price in this case is reduced by 
an amount equal to the product of the fraction and adjusted issue price immediately before the payment. 

If the Internal Revenue Service were to determine that the method intended to be used for purposes of 
calculating OID on the Series 2022B Bonds is improper because the accrual of PIK Amounts is mandatory where 
applicable rather than optional, the Company and investors in the Series 2022B Bonds may be required to calculate 
OID, gain and loss on the Series 2022B Bonds using the Contingent Debt Regulations. These rules are complex, as 
discussed above, and investors in the Series 2022B Bonds should consult their tax advisors as to their potential 
applicability and effect. 

Amounts payable on the Series 2022 Bonds may be increased in certain circumstances (as described in “THE 
SERIES 2022 BONDS – The Series 2022A Bonds – Interest Rate Adjustment on Series 2022A Bonds” and  “– 
Minimum Production Linked 2022A PIK Amount” and “– The Series 2022B Bonds – Interest Rate Adjustment on 
Series 2022B Bonds.”). The Company intends to take the position that the possibility of any such increase does not 
result in the Series 2022B Bonds being subject to the Contingent Debt Regulations. It is possible, however, that the 
IRS may successfully assert a different position.  The Contingent Debt Regulations are complex, as discussed above, 
and investors in the Series 2022B Bonds should consult their tax advisors as to their potential applicability and effect. 

The Company will prepare and provide information returns stating the amount of OID accrued on the Series 
2022 Bonds held by persons of record other than corporations and other holders exempt from information reporting. 

Owners of Series 2022 Bonds should consult their own tax advisors as to the determination for federal 
income tax purposes of the existence of OID, the determination for federal income tax purposes of the amount of 
OID properly accruable or amortizable in any period with respect to the Series 2022 Bonds, other federal tax 
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consequences in respect of OID, and the treatment of OID for purposes of state and local taxes on, or based on, 
income. 

Applicable High Yield Discount Obligations 

Because the Series 2022A Bonds may have, and the Series 2022B Bonds have, significant OID, and the 
Series 2022 Bonds have a maturity date of more than 5 years from the date of issue, if the yield-to-maturity on the 
Series 2022 Bonds equals or exceeds the sum of the (x) the “applicable federal rate” as determined under Section 
1274(d) of the Code in effect for the calendar month in which the Series 2022 Bonds are issued (the “AFR”) and (y) 
5 percentage points, the Series 2022A Bonds may, and the Series 2022B Bonds will, be considered “applicable high 
yield discount obligations” (“AHYDOs”).  If the Series 2022 Bonds are AHYDOs, the Company will not be able to 
deduct interest (including OID) accrued on the Series 2022 Bonds until interest is paid in cash.  

If the yield-to-maturity on Series 2022 Bonds that are AHYDOs exceeds the sum of the AFR and 6 percentage 
points (such excess, the “Disqualified Yield”), the deduction for interest (including OID) accrued on such Series 2022 
Bonds will be permanently disallowed for federal income tax purposes (even if actual cash interest is paid) to the 
extent such interest or OID is attributable to the Disqualified Yield on the Series 2022 Bonds (“Dividend Equivalent 
Interest”). 

For purposes of the dividends-received deduction, the Dividend-Equivalent Interest (if any) will be treated 
as a dividend to the extent it is deemed to have been paid out of current or accumulated earnings and profits of the 
Company.  Accordingly, a corporate holder may be entitled, subject to applicable limitations, to take a dividends-
received deduction with respect to any Dividend-Equivalent Interest received on the Series 2022 Bonds that are 
AHYDOs. 

Sale, Exchange, Retirement or Other Taxable Disposition of Series 2022 Bonds 

Upon the sale, exchange, retirement or other taxable disposition of a Series 2022 Bond, a U.S. owner will 
recognize gain or loss equal to the difference between the amount realized from the sale, exchange, retirement or other 
disposition and the owner’s adjusted basis in the Series 2022 Bond or applicable portion of the adjusted basis. The 
owner’s adjusted basis generally will equal the cost of the Series 2022 Bond to the owner, increased by any OID 
includible in the owner’s ordinary income for the Series 2022 Bond and reduced by any principal payments on the 
Series 2022 Bond previously received by the owner (including any other payments on the Series 2022 Bond that are 
not qualified stated interest payments) and by any amortizable bond premium allowed as a deduction as described 
above under the section entitled “Original Issue Discount and Original Issue Premium.”  Subject to the discussion 
of the contingent payment debt instrument rules, above, any gain or loss recognized upon a sale, exchange, retirement 
or other disposition of a Series 2022 Bond (excluding amounts attributable to accrued interest or OID) will generally 
be capital gain or loss and will be long-term capital gain or loss if the U.S. owner’s holding period in the Series 2022 
Bond exceeds one year. Long-term capital gains of individuals are currently eligible for reduced rates of taxation. The 
deductibility of capital losses is subject to limitations. 

Information Reporting and Backup Withholding 

General information reporting requirements will apply to payments of principal and interest made on the 
Series 2022 Bonds and the proceeds of the sale of Series 2022 Bonds to non-corporate holders of the Series 2022 
Bonds, and “backup withholding,” currently at a rate of 24%, will apply to such payments if the owner fails to provide 
an accurate taxpayer identification number in the manner required or fails to report all interest required to be shown 
on its federal income tax returns.  A beneficial owner of Series 2022 Bonds that is a U.S. owner generally can obtain 
complete exemption from backup withholding by providing a properly completed IRS Form W-9 (Request for 
Taxpayer Identification Number and Certification). 
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Medicare Tax Affecting U.S. Owners 

A U.S. owner that is an individual is subject to a 3.8% Medicare tax on the lesser of (1) the U.S. owner’s 
“net investment income” for the taxable year and (2) the excess of the U.S. owner’s modified adjusted gross 
income for the taxable year over a certain threshold (which in the case of individuals is between $125,000 and 
$250,000, depending on the individual’s circumstances). A U.S. owner’s net investment income generally 
includes interest income on, and net gains from the disposition of, Series 2022 Bonds, unless such interest 
income or net gains are derived in the ordinary course of a trade or business (other than a trade or business 
that consists of certain passive or trading activities). A U.S. owner that is an individual should consult its tax 
advisor regarding the applicability of the Medicare tax. 

Non-U.S. Owners 

Under the Code, interest and OID on any Series 2022 Bond whose beneficial owner is not a U.S. owner is 
generally not subject to United States income tax or withholding tax (including backup withholding) if the non-U.S. 
owner provides the payor of interest on the Series 2022 Bonds with an appropriate statement as to its status as a non-
U.S. owner.  This statement can be made on IRS Form W-8BEN or a successor form.  If, however, the non-U.S. owner 
conducts a trade or business in the United States and the interest or OID on the Series 2022 Bonds held by the non-
U.S. owner is effectively connected with such trade or business, that interest or OID will be subject to United States 
income tax but will generally not be subject to United States withholding tax (including backup withholding).  The 
foregoing is a brief summary of certain federal income tax consequences to a non-U.S. owner.  Non-U.S. owners 
should consult their tax advisors regarding the tax consequences of an investment in the Series 2022 Bonds. 

Foreign Account Tax Compliance Act 

The Foreign Account Tax Compliance Act (“FATCA”) generally imposes a 30% withholding tax on interest 
payments to (i) certain foreign financial institutions (including certain investment funds) that fail to certify their 
FATCA status and (ii) non-financial foreign entities if certain disclosure requirements related to direct and indirect 
United States shareholders are not satisfied.  Proposed Treasury Regulations, which may be relied upon until final 
Treasury Regulations are promulgated, suspend the requirement to apply the 30% withholding tax to gross proceeds 
from the sale or other disposition of Series 2022 Bonds.  This requirement otherwise would have applied to a sale or 
other disposition of Series 2022 Bonds made on or after January 1, 2019.    

In the case of payments made to a “foreign financial institution” (generally including an investment fund), as 
a beneficial owner or as an intermediary, the FATCA withholding tax generally will be imposed, subject to certain 
exceptions, unless such institution (i) enters into (or is otherwise subject to) and complies with an agreement with the 
U.S. government (a “FATCA Agreement”) or (ii) is required by and complies with applicable foreign law enacted in 
connection with an intergovernmental agreement between the United States and a foreign jurisdiction (an “IGA”), in 
either case to, among other things, collect and provide to the U.S. or other relevant tax authorities certain information 
regarding U.S. account holders of such institution.  In the case of payments made to a foreign entity that is not a 
financial institution (as a beneficial owner), the FATCA withholding tax generally will be imposed, subject to certain 
exceptions, unless such entity either provides the withholding agent with a certification that it does not have any 
“substantial” U.S. owner (generally, any specified U.S. person that directly or indirectly owns more than a specified 
percentage of such entity) or identifies its “substantial” U.S. owners. 

If Series 2022 Bonds are held through a foreign financial institution that enters into (or is otherwise subject 
to) a FATCA Agreement, such foreign financial institution (or, in certain cases, a person paying amounts to such 
foreign financial institution) generally will be required, subject to certain exceptions, to withhold the 30% FATCA 
tax on payments of interest as described above made to (i) a person (including an individual) that fails to comply with 
certain information requests or (ii) a foreign financial institution that has not entered into (and is not otherwise subject 
to) a FATCA Agreement and that is not required to comply with FATCA pursuant to applicable foreign law enacted 
in connection with an IGA.  Coordinating rules may limit duplicative withholding in cases where the withholding 
described above in “Non-U.S. Owners” or “Information Reporting and Backup Withholding” also applies. 

If any amount of, or in respect of, U.S. withholding tax were to be deducted or withheld from payments 
on Series 2022 Bonds as a result of a failure by an investor (or by an institution through which an investor holds 
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the Series 2022 Bonds) to comply with FATCA, none of the Authority, any paying agent or any other person 
would, pursuant to the terms of the Series 2022 Bonds, be required to pay additional amounts with respect to 
any Series 2022 Bond as a result of the deduction or withholding of such tax.  Non-U.S. owners should consult 
their tax advisors regarding the application of FATCA to the ownership and disposition of Series 2022 Bonds. 

NO RATING 

The Company has not applied for a rating on the Series 2022 Bonds and no rating is anticipated. 

APPROVAL OF LEGAL PROCEEDINGS 

Legal matters incident to the authorization, issuance and sale of the Series 2022 Bonds are subject to the 
approving opinion of Squire Patton Boggs (US) LLP, Phoenix, Arizona, as Bond Counsel.  Certain legal matters will 
be passed upon the Authority by Kutak Rock LLP, Scottsdale, Arizona, Counsel to the Authority; for the Underwriter 
by Ballard Spahr LLP, Philadelphia, Pennsylvania; and for the Company by Squire Patton Boggs (US) LLP, Phoenix, 
Arizona.  

POTENTIAL CONFLICTS 

Some or all of the fees of Bond Counsel are contingent.  Bond Counsel is also serving as counsel to the 
Company.  From time to time Bond Counsel may serve as counsel to other parties involved with the Series 2022 
Bonds with respect to other transactions. 

Lateral, together with various of its affiliates, is the majority equity owner of the Company, and is also a 
creditor of the Company.  Lateral is a private investment firm with interests independent of the Company’s.  Lateral, 
through an affiliated entity, owns the Bellemont building which is being sold in the transaction. 

INDEPENDENT ACCOUNTANTS 

The balance sheet of the Company for the fiscal year ended December 31, 2020, included in APPENDIX B-
1 in this Limited Offering Memorandum, has been audited by Moss Adams LLP, independent public accountants, as 
stated in their report appearing herein.  Moss Adams LLP has not been engaged to perform and has not performed, 
since the date of the report included herein, any procedures on the balance sheet addressed in that report.  Moss Adams 
LLP also has not performed any procedures relating to this Limited Offering Memorandum. 

FINANCIAL ADVISOR 

The Company has engaged Capstone Partners, New York, New York as a financial advisor in regards to 
identifying potential financing alternatives for the Company but is not acting as a municipal advisor with respect to 
the Series 2022 Bonds. 

MATERIAL LITIGATION 

The Authority 

As of the date hereof, there is no litigation pending (as to which the Authority has received service of process) 
or, to the actual knowledge of the Authority, overtly threatened in writing, directly against the Authority to restrain or 
enjoin the issuance, sale, execution, or delivery of the Series 2022 Bonds or the application of the proceeds thereof 
toward the costs of the Project, or in any way contesting or affecting the validity of the Series 2022 Bonds or any 
proceedings of the Authority with respect to the issuance or sale thereof, or the pledge or application of any monies 
or security for the Series 2022 Bonds or the existence of the Authority. 
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The Company 

There is not now pending nor, to the knowledge of the Company, threatened any litigation or any proceeding 
before any governmental agency against or affecting the Company, or which questions the right or ability of the 
Company to finance the Project Costs, the use of the proceeds of the Series 2022 Bonds in accordance with the 
Indenture and the Loan Agreement, the right of the Company to have entered into the Loan Agreement, or the right 
of the Company to perform under such documents or any other documents to which the Company is a party. 

PLAN OF DISTRIBUTION 

Under the terms of the Bond Purchase and Exchange Agreement dated the date hereof, Goldman Sachs & 
Co. LLC, as the Underwriter, has agreed to purchase the Series 2022A Bonds, subject to the approval of certain legal 
matters by counsel and to certain other conditions.  The Underwriter will purchase the Series 2022A Bonds from the 
Authority at an aggregate price equal to $97,583,069.02, representing the aggregate principal amount of the Series 
2022A Bonds, minus original issue discount of $11,288,500 and minus an Underwriter’s discount of $4,013,430.98 
(which includes reimbursement for out of pocket expenses and certain costs). The Company has agreed to indemnify 
the Underwriter and the Authority against certain liabilities, including liabilities under federal securities laws. 

With respect to the Series 2022B Bonds, the Underwriter agrees, on a best efforts basis, to arrange for the 
direct placement of all of the total principal amount of the Series 2022B Bonds with one or more institutional 
purchasers that have signed the Investor Letter (the “Series 2022B Investor Letter”) substantially in the form of 
attached hereto as Appendix H-2 (the “Series 2022 B Initial Holders”).  The Series 2022B Initial Holders shall acquire 
the Series 2022B Bonds in the principal amounts indicated in respect to each Series 2022B Initial Holder in the 
executed Series 2022B Investor Letter, in exchange for cancellation of a portion of the Private Credit Debt, as 
described in the Exchange Agreement. 

The Underwriter may offer and sell the Series 2022A Bonds to certain dealers (including dealers depositing 
Series 2022A Bonds into investment trusts) and others at prices lower than the offering price stated on the cover page 
hereof. After the initial public offering, the public offering price of the Series 2022A Bonds may be changed from 
time to time by the Underwriter. 

The Authority and the Company have been advised by the Underwriter that it presently intends to make a 
market in the Series 2022A Bonds, as permitted by applicable laws and regulations. The Underwriter is not obligated, 
however, to make a market in the Series 2022A Bonds, and any such market making by the Underwriter may be 
discontinued at any time at the sole discretion of the Underwriter. Accordingly, no assurance can be given as to the 
liquidity of, or trading markets for, the Series 2022A Bonds. 

In connection with the offering, the Underwriter may engage in transactions that stabilize, maintain or 
otherwise affect the price of the Series 2022A Bonds. Specifically, the Underwriter may over-allot in connection with 
the offering, creating a short position in the Series 2022A Bonds for its own account. In addition, to cover over-
allotments or to stabilize the price of the Series 2022A Bonds, the Underwriter may bid for, and purchase, the Series 
2022A Bonds in the open market. Any of these activities may stabilize or maintain the market price for the Series 
2022A Bonds above independent market levels. The Underwriter is not required to engage in these activities and may 
end any of these activities at any time. 

In the ordinary course of its business, the Underwriter and certain of its affiliates have in the past and may in 
the future engage in investment banking, commercial banking or other transactions of a financial nature with the 
Company and its affiliates, for which it has received, or may receive, customary compensation.  

The Underwriter and its affiliates are full service financial institutions engaged in various activities, which 
may include sales and trading, commercial and investment banking, advisory, investment management, investment 
research, principal investment, hedging, market making, brokerage and other financial and non-financial activities and 
services. The Underwriter and its affiliates have provided, and may in the future provide, a variety of these services 
to the Company and to persons and entities with relationships with the Company, for which they received or will 
receive customary fees and expenses. 
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In the ordinary course of their various business activities, the Underwriter and its affiliates, officers, directors 
and employees may purchase, sell or hold a broad array of investments and actively trade securities, derivatives, loans, 
commodities, currencies, credit default swaps and other financial instruments for their own account and for the 
accounts of their customers, and such investment and trading activities may involve or relate to assets, securities and/or 
instruments of the Company (directly, as collateral securing other obligations or otherwise) and/or persons and entities 
with relationships with the Company. The Underwriter and its affiliates may also communicate independent 
investment recommendations, market color or trading ideas and/or publish or express independent research views in 
respect of such assets, securities or instruments and may at any time hold, or recommend to clients that they should 
acquire, long and/or short positions in such assets, securities and instruments. 

THE TRUSTEE 

At the request of the Company, UMB Bank, National Association has been appointed as Trustee. The Trustee 
is to carry out such duties as are assigned to it under the Indenture, which provides that the Trustee is undertaking no 
duties except in accordance with the terms of the Indenture.  Except for the contents of this paragraph, and the Form 
of Continuing Disclosure Agreement set forth in APPENDIX F of this Limited Offering Memorandum, the Trustee 
has not reviewed or participated in the preparation of this Limited Offering Memorandum and assumes no 
responsibility for the nature, contents, accuracy or completeness of the information set forth in this Limited Offering 
Memorandum. 

Additional information about the Trustee may be found at its website at http://www.umb.com/commercial.   
Neither the information on UMB’s website, nor any links from that website, is a part of this Limited Offering 
Memorandum, nor should any such information be relied upon to make investment decisions regarding the Series 
2022 Bonds. 

SUITABILITY FOR INVESTMENT 

Investment in the Series 2022 Bonds poses certain economic risks. The Series 2022 Bonds may not be a 
suitable investment for certain purchasers and each purchaser should make its own judgment as to suitability.  No 
dealer, broker or salesman or other person has been authorized by the Authority or the Company to give any 
information or make any representations, other than those contained in this Limited Offering Memorandum, and, if 
given or made, such other information or representations must not be relied upon as having been authorized by either 
of the foregoing. 

CONTINUING DISCLOSURE 

The Company has covenanted for the benefit of Beneficial Owners and Owners of the Series 2022 Bonds to 
provide certain financial information relating to the Company by not later than 120 days following the end of the 
Company’s Fiscal Year beginning with the Fiscal Year ending December 31, 2021 (the “Annual Report”), to provide 
certain quarterly, monthly and (during construction) bi-weekly financial data relating to the Company and to provide 
notices of the occurrence of certain enumerated events, in accordance with the requirements of Securities and 
Exchange Commission Rule 15c2-12, as amended, under the Securities Exchange Act of 1934.  The Annual Report 
will be filed by the Company with the MSRB in an electronic format as prescribed by the MSRB.  The Annual Report, 
the quarterly, monthly and bi-weekly financial data will be provided by the Company directly to the Senior 
Bondholders and the Trustee as described in the Continuing Disclosure Agreement.  The specific nature of the 
information to be contained in the Annual Report, the quarterly, monthly and bi-weekly financial data and the notices 
of material events is set forth in APPENDIX F – Form of Continuing Disclosure Agreement. 

Pursuant to the Continuing Disclosure Agreement, the Company has also agreed that, upon the request of 
any Holder or Beneficial Owner of the Series 2022 Bonds, the Company will furnish to Holders and Beneficial Owners 
of the Series 2022 Bonds and prospective purchasers designated by such Holders and Beneficial Owners the 
information required to be delivered pursuant to Rule 144A(d)(4) under the Securities Act, in order to permit 
compliance with Rule 144A in connection with resales of the Series 2022 Bonds.  The Company shall undertake all 
responsibility for and liability of undertaking this information reporting on behalf of itself notwithstanding anything 
to the contrary set forth in the DTC Representation Letter or any riders thereto suggesting such information reporting 
under Rule 144A is the responsibility of any other party. 



 

143 

MISCELLANEOUS 

The references herein to the Indenture, the Loan Agreement, the Deed of Trust, the Security Agreement, the 
Collateral Assignment, the Consents, the Subordination Agreement, the Project Documents and certain other 
agreements are brief summaries of certain provisions thereof.  Such summaries do not purport to be complete and are 
subject to, and qualified in their entirety by reference to, all of the provisions of such agreements. Copies of such 
documents are on file at the offices of the Underwriter and at the principal corporate trust office of the Trustee. Copies 
of such documents are available during the period of the sale of the Series 2022 Bonds upon reasonable request from 
the Underwriter. Thereafter, copies of such documents are available from the Trustee upon written request by 
Bondholders. 

The Company has reviewed the information contained herein that relates to it, its properties and operations, 
and has approved all such information for use within this Limited Offering Memorandum. The delivery of this Limited 
Offering Memorandum has been duly authorized by the Company. 

NEWLIFE FOREST RESTORATION, LLC 
 
 
 
 
By:  /s/    

        Chief Executive Officer
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APPENDIX A—Definition of Certain Terms 

The following words and terms used in the document to which this Appendix is attached (and the other 
appendices thereto) shall have the meaning set forth below unless the context or use indicates another or different 
meaning or intent; terms defined in the document to which this Appendix is attached, not otherwise defined in this 
Appendix, shall have the meaning set forth in such document:  

“Accounts” means the accounts established pursuant to the Indenture and any Supplemental Indenture.  

“Act” means The Industrial Development Financing Act of the State, constituting Chapter 5 of Title 35 of 
Arizona Revised Statutes, as amended, as now in effect and as may be amended from time to time. “ 

“Additional Bonds” means additional bonds issued by the Authority pursuant to the Indenture. 

“Additional Payments” means the payments so designated and required to be made by the Company pursuant 
to the Loan Agreement. 

“Additional Project Contracts” means each contract, agreement, letter agreement, equipment financing 
agreement or other instrument executed and delivered by the Company or to which the Company is a party or a 
beneficiary after the date of the Indenture, other than (a) any such document under which the Company could not 
reasonably be expected to have obligations or liabilities in the aggregate in excess of $1,000,000, or be entitled to 
receive revenues in the aggregate in excess of $1,000,000, in either case in value in any twelve (12) month period and 
(b) a termination of which could not reasonably be expected to result in a Material Adverse Effect. Further, any series 
of related transactions (other than transactions relating to the sale of Products) shall be considered as one transaction, 
and all contracts, agreements, letter agreements or other instruments in respect of such transactions shall be considered 
as one contract, agreement, letter agreement, equipment financing agreement or other instrument, as applicable; 
provided that the Company will obtain a consent to collateral assignment substantially in the form attached to the 
Loan Agreement as Appendix A for each Additional Project Contract.  

“Additional Project Loan” means a loan by the Authority to the Company of the proceeds of Additional 
Bonds.  

“Additional Project Loan Agreement” means the agreement setting forth the terms and conditions of the 
Additional Project Loan.  

“Additional Project Loan Note” means each promissory note evidencing Additional Project Loans, which 
note shall be executed by the Company. 

“Adjusted Book Value” means, with respect to Property of the Company as of any date, the value of such 
Property as reflected on the most recent books and records of the Company, adjusted to reflect the value of such 
Property prior to any accounting for depreciation. 

“Administrative Agent” means Lateral Administrative Agent, LLC, in its capacity as the administrative agent 
under the Private Credit Agreement, and any successor thereto in such capacity. 

“Administrative Fees and Expenses” means all documented application, commitment, financing, account 
administration, investment, or similar fees charged, or reimbursement for administrative or other expenses incurred 
by or on behalf of the Authority or the Trustee, pursuant to the Indenture or the written agreements between the 
Company and each of the Authority and the Trustee, and all other amounts payable to the Authority and/or the Trustee 
under the Financing Documents, including without limitation, Additional Payments, the Authority’s Annual 
Administrative Fee, amounts payable pursuant to the Indenture and amounts payable pursuant to the Loan Agreement. 

“Advisory Board” means the informal advisory board of the Company. 

“Advisory Board Members” means the members of the informal advisory board of the Company.  
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“Affiliate” means a person controlling, controlled by, or under common control with, another person.  The 
terms “affiliated” and “affiliation” have meanings correlative to the foregoing. 

“Annual Debt Service” means, with respect to all Outstanding Bonds, all Outstanding Bonds of any series or 
any portion thereof as the context requires, as of any date of calculation, for any Fiscal Year (or other consecutive 
twelve-month period designated by the Company), an amount equal to the interest accruing during such period on 
such Outstanding Bonds and not accounted for with amounts on deposit in a Capitalized Interest Account held by the 
Trustee for such Bonds. 

“Annual Forecast” means the annual operating plan and a budget for the Project prepared by the Company 
pursuant to the Loan Agreement.  

“Anti Corruption Laws” means any law or regulation in a U.S. or any non U.S. jurisdiction regarding bribery 
or any other corrupt activity, including the U.S. Foreign Corrupt Practices Act and the U.K. Bribery Act 2010. 

“Anti Money Laundering Laws” means any law or regulation in a U.S. or any non U.S. jurisdiction regarding 
money laundering, drug trafficking, terrorist related activities or other money laundering predicate crimes, including 
the Currency and Foreign Transactions Reporting Act of 1970 (otherwise known as the Bank Secrecy Act) and the 
U.S.A. PATRIOT Act. 

“Approved Verifier” means an approved verifier accredited by the Climate Bonds Initiative. 

“Authority Late Fee” means ten percent (10%) of any payment due to the Authority that is received by the 
Authority later that 15 calendar days following the date it is due.  

“Authority’s Annual Administrative Fee” means an annual fee calculated in the amount of 9.75 basis points 
(.0975%) of the outstanding aggregate principal amount of Series 2022 Bonds as of each January 1, with a minimum 
of $3,000, to be paid to the Authority without demand in advance on each January 1, commencing January 1, 2023, 
for the annual administrative expenses of the Authority, and continuing while any portion of the Series 2022 Bonds 
remain Outstanding. The Authority’s Annual Administrative Fee for 2022 shall be paid on the Closing Date from the 
Costs of Issuance Account.  

“Authority’s Reserved Rights”  means the rights of the Authority under the Loan Agreement and the 
Indenture retained by the Authority and not assigned to the Trustee under the Indenture and shall include (i) the rights 
of the Authority under Article IX and Sections 13.03 and 13.06 of the Indenture; (ii) all rights under the Indenture or 
under the Loan Agreement of the Authority and the Authority Indemnified Parties to receive Additional Payments and 
the Authority Late Fee, if any, to immunity and limitation of liability, and to be held harmless and indemnified by and 
reimbursed for expenses by the Company in accordance with the Loan Agreement, and to exercise rights under 
Sections 9.1, 9.2 and 9.4 of the Loan Agreement; (iii) the Authority’s rights to give or receive notices, requests, 
consents, approvals and other communications hereunder and under the Loan Agreement; and (iv) the Authority’s 
rights to inspect books and records. 

“Authorized Company Representative” means the chief executive officer, chief financial officer or any other 
person or persons designated as an Authorized Company Representative by a resolution of the Company, filed with 
the Trustee. 

“Authorized Denomination” means, with respect to the Series 2022 Bonds, $100,000 or any integral multiple 
of $1.00 in excess thereof.  

“Available Revenues” means Net Revenues minus (i) Administrative Fees and Expenses of the Trustee, (ii) 
Administrative Fees and Expenses of the Authority, (iii) 2022A Cash Interest, (iv) budgeted Capital Lease and 
equipment financing expenses, (v) required deposits to the Senior Debt Service Reserve Fund, the Operating Reserve 
Fund and the Repair and Replacement Reserve Fund, (vi) Tax Distributions (without regard to satisfaction of the Tax 
Distribution Conditions), (vii) principal and interest due on the Company’s Unsecured Promissory Notes, and (viii) 
amounts required to replenish the Working Capital Account. 
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“Bankruptcy Law” means the United States Bankruptcy Code and any other federal, state, or foreign law for 
the relief of debtors, or any arrangement, reorganization, insolvency, moratorium, assignment for the benefit of 
creditors, any other marshalling of the assets or liabilities of any Person, or similar law affecting creditors’ rights 
generally. 

“BEP Agreements” means, collectively, the agreements for engineering services between BEP Engineering 
Services LTD and NLFP.  

“Blocked Person” means (a) a Person whose name appears on the list of Specially Designated Nationals and 
Blocked Persons published by OFAC, (b) a Person, entity, organization, country or regime that is blocked or a target 
of sanctions that have been imposed under U.S. Economic Sanctions Laws or Canadian Economic Sanctions Laws, 
(c) a Canada Blocked Person or (d) a Person that is an agent, department or instrumentality of, or is otherwise 
beneficially owned by, controlled by or acting on behalf of, directly or indirectly, any Person, entity, organization, 
country or regime described in clause (a), (b) or (c). 

“Board Observer” means the representative that may be appointed by the Majority Senior Bondholder 
pursuant to the Loan Agreement to attend meetings of the Company’s Board of Managers as an observer. 

“Bond Counsel” means a firm of nationally recognized bond counsel selected by the Authority and acceptable 
to the Authority and the Company. 

“Bond Payment Date” means any Interest Payment Date, any Mandatory Redemption Date, or any 
Subordinate Bond Payment Date. 

“Bond Purchase Agreement” means the Bond Purchase and Exchange Agreement among the Authority, the 
Underwriter and the Company with respect to the Series 2022 Bonds.  

“Bond Register” means the books for registration of Bonds kept for the Authority by the Trustee as provided 
in the Indenture. 

“Book-Entry Bonds” means the Bonds registered in the name of the nominee of DTC, or any successor 
Securities Depository for such Bonds, as the registered owner thereof pursuant to the terms and provisions of the 
Indenture. 

“Business Day” means any day other than a Saturday, a Sunday, a day on which banking institutions in the 
State, or any state in which the Corporate Trust Office of the Trustee is located are closed, or a day on which the New 
York Stock Exchange is closed. 

“Canada Blocked Person” means (i) a “terrorist group” as defined for the purposes of Part II.1 of the Criminal 
Code (Canada), as amended or (ii) a Person identified in or pursuant to (w) Part II.1 of the Criminal Code (Canada), 
as amended or (x) the Proceeds of Crime (Money Laundering) and Terrorist Finance Act, as amended or (y) the Justice 
for Victims of Corrupt Foreign Officials Act (Sergei Magnitsky Law), as amended or (z) regulations or orders 
promulgated pursuant to the Special Economic Measures Act (Canada), as amended, the United Nations Act (Canada), 
as amended, or the Freezing Assets of Corrupt Foreign Officials Act (Canada), as amended, in any case pursuant to 
this clause (ii) as a Person in respect of whose property or benefit a holder of Notes would be prohibited from entering 
into or facilitating a related financial transaction. 

“Canadian Economic Sanctions Laws” means those laws, including enabling legislation, orders in council or 
other regulations administered and enforced by Canada or a political subdivision of Canada pursuant to which 
economic sanctions have been imposed on any Person, entity, organization, country or regime, including Part II.1 of 
the Criminal Code (Canada), as amended, the Special Economic Measures Act (Canada), as amended, the Proceeds 
of Crime (Money Laundering) and Terrorist Finance Act, as amended, the Justice for Victims of Corrupt Foreign 
Officials Act (Sergei Magnitsky Law), as amended, the United Nations Act (Canada), as amended, the Export and 
Import Permits Act (Canada), as amended, and the Freezing Assets of Corrupt Foreign Officials Act (Canada), as 
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amended, and including all regulations promulgated under any of the foregoing, or any other similar sanctions program 
or action. 

“Capital Expenditures” means, without duplication, any expenditure for any purchase or other acquisition of 
any asset which would be classified as a fixed or capital asset on a balance sheet of the Company prepared in 
accordance with GAAP. 

“Capital Lease” means any lease which in accordance with GAAP would be required to be capitalized on the 
balance sheet of the Company. 

“Capital Lease Fund” means the account established by the Indenture and designated the “Arizona Industrial 
Development Authority Revenue Bonds (NewLife Forest Restoration, LLC Project) Capital Lease Fund.”  

“Capitalized Interest Account” means an account created within the Project Fund and designated as such for 
purposes of paying capitalized interest with respect to a series of Bonds, including the 2022A Capitalized Interest 
Account. 

“Capitalized Interest Period” means, with respect to the Series 2022 Bonds, the period from the Closing Date 
until January 1, 2023 for which the payment of interest on the Series 2022A Bonds is provided for from funds on 
deposit in the Capitalized Interest Account, and with respect to any Additional Bonds, the period provided for in any 
Supplemental Indenture with respect to such Additional Bonds. 

“Change of Control” means any transaction or series of related transactions (including any merger, 
consolidation or initial public offering) the result of which is that together, Lateral fails to maintain, directly, legally 
or beneficially, 100% of its Current Equity Interests.  

“Change Order” means each “Change Order” (if any) processed under any of the Project Construction 
Documents, subcontracts or any item not contemplated by or listed in the then current Annual Forecast. 

“Claim” means any claim, suit, demand, proceeding, complaint, assessment, lien, injunction, order, 
judgment, notice of non-compliance or violation, investigation or other action by or before any Governmental 
Authority or any other Person. 

“Closing Date” means, for the Series 2022 Bonds, the date on which the Series 2022 Bonds are delivered to 
the Underwriter or deemed to be delivered if delivered through DTC in exchange for payment of the purchase price 
therefor, and for any series of Additional Bonds, the date on which such Additional Bonds are delivered to the 
underwriter thereof or deemed to be delivered if delivered through DTC in exchange for payment of the purchase 
price therefor.  

“Code” means the Internal Revenue Code of 1986, as it may be amended, if applicable.  Any reference to a 
provision of the Code shall include the applicable regulations of the Department of the Treasury promulgated or 
proposed with respect to such provision. 

“Collateral” means all of the assets and property of any Obligor, whether real, personal or mixed, with respect 
to which a Lien is granted as security for any Obligations. 

“Company Operating Account” means the bank account established by the Company at First Republic Bank 
for the payment of Operating and Maintenance Expenses with respect to the Project. 

“Company Sustainability-Linked Bond Framework” means the bond framework of that name delivered by 
the Company to the Trustee in connection with the issuance of the Series 2022 Bonds, as revised from time to time by 
the Company, which shall at all times comply with the corresponding principles of the United States Forest Service 
under the Four Forests Restoration Initiative and any sustainability standards applicable to the Series 2022 Bonds, all 
as the same shall from time to time be in effect. 
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“Consents to Collateral Assignment” means the Consents to Collateral Assignments listed on Schedule 3 of 
the Loan Agreement, and such other Consents to Collateral Assignment executed and delivered in the form of 
Appendix A to the Loan Agreement, or in such other form as is approved in writing by the Majority Senior Bondholder. 

“Construction Monitor” means Leidos Engineering, LLC and its successors and assigns, or such other 
consulting firm engaged by the Company to perform the functions of the Construction Monitor described in the 
Construction Monitor Agreement. 

“Construction Monitor Agreement” means the Professional Services Agreement, dated August 24, 2021, 
between the Construction Monitor and the Company, as amended, supplemented, renewed or extended from time to 
time, and any agreement entered into in substitution therefor, and assigned by the Company to NLFP pursuant to an 
Assignment and Assumption Agreement, dated as of August 26, 2021. 

“Construction Monitor Certificate” means a certificate in substantially the form attached to the Indenture as 
Appendix C-2, executed by the Construction Monitor in connection with the delivery of a Project Costs Requisition 
by the Company. 

“Consumer Price Index” means the Consumer Price Index: U.S. City Average, published by the United States 
Department of Labor, Bureau of Labor Statistics (or such comparable index as may be utilized in substitution for or 
as the successor to the stated index).  If such index is not published by the Bureau of Labor Statistics or by another 
similar governmental agency at any time, then the most closely comparable statistics on the purchasing power of the 
consumer dollar as published by a responsible financial authority and selected by the Company shall be utilized in 
lieu of such index. 

 “Contest” “Contested” or “Contesting” means, with respect to any matter or Claim involving any Person, 
that such Person is contesting such matter or Claim in good faith and by appropriate proceedings timely instituted; 
provided, that the following conditions are satisfied: (a) such Person has established adequate reserves, posted a bond 
or posted cash collateral for the full amount of such Claim; (b) during the period of such contest, the enforcement of 
any contested item is effectively stayed; (c) none of such Person or any of its officers, directors or employees, or the 
Trustee, or their respective officers, directors or employees, is or would reasonably be expected to become subject to 
any criminal liability or sanction in connection with such contested items; and (d) such contest and any resultant failure 
to pay or discharge the claimed or assessed amount during the pendency of such contest does not, and could not 
reasonably be expected to (i) result in a Material Adverse Effect or (ii) involve a material risk of the sale, forfeiture or 
loss of, or the creation, existence or imposition of any Lien on, any of the collateral securing the Bonds or the other 
obligations of the Company under the Financing Documents. 

“Continuing Disclosure Agreement” or “Continuing Disclosure Undertaking” means the Continuing 
Disclosure Agreement, dated as of February 1, 2022, between the Company and UMB Bank, National Association, 
as dissemination agent, relating to the Series 2022 Bonds. 

“Controlled Entity” means any of the Company’s Controlled Affiliates. As used in this definition, “Control” 
or “Controlled” means the possession, directly or indirectly, of the power to direct or cause the direction of the 
management and policies of a Person, whether through the ownership of voting securities, by contract or otherwise. 

“Corporate Trust Office” means, with respect to the Trustee, the corporate trust office of the Trustee 
designated in the Indenture, and solely for purposes of the presentation of Bonds for payment, transfer or exchange, 
the corporate trust operations or agency office of the Trustee, as may be specified by the Trustee in writing to the 
Company and the Authority. 

“Costs of Issuance” means with respect to any series of Bonds all items of expense directly or indirectly 
payable by or reimbursable to the Company, the Authority or the Trustee and related to the authorization, execution, 
issuance, sale and delivery of a series of Bonds, including (without limitation) the related costs of preparation and 
reproduction of documents, filing and recording fees, fees and charges of the Company, initial fees and charges of the 
Trustee, legal fees and charges, fees and disbursements of financial or other consultants and professionals, fees and 
charges for preparation, execution and safekeeping of such series of Bonds, and any other cost, charge or fee in 
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connection with the issuance of such series of Bonds, including but not limited to the fees and expenses of legal 
counsel to the Authority. 

“Costs of Issuance Account” means an account created within the Project Fund and designated as such for 
purposes of paying Costs of Issuance with respect to a series of Bonds, including the 2022 Costs of Issuance Account. 

“Current Equity Interests” means Lateral’s 74.1% Equity Interests in the Company. 

“Debt Service Coverage Ratio” means, with respect to the Outstanding Series 2022A Bonds, a fraction 
calculated by dividing the Net Revenues for a particular period of time by the amount of (A) 2022A Cash Interest, 
plus (B) Capital Lease expenses, plus (C) Unsecured Promissory Notes, each payable with respect to the same period 
of time. 

“Debt Service Fund” means the fund established by the Indenture and designated the “Arizona Industrial 
Development Authority Revenue Bonds (NewLife Forest Restoration, LLC Project) Debt Service Fund,” consisting 
of the Senior Interest Account and the Senior Principal Account. 

“Environmental Laws” means all Laws applicable to the Project relating to pollution or protection of human 
health, safety or the environment (including ambient air, surface water, ground water, land surface or subsurface 
strata), including Laws relating to emissions, discharges, releases or threatened releases of Materials of Environmental 
Concern, or otherwise applicable to the Project relating to the manufacture, processing, distribution, use, treatment, 
storage, disposal, transport, management, remediation or handling of Materials of Environmental Concern. 

“Equity Interests” means, with respect to any Person, all of the shares of capital stock of (or other ownership 
or profit interests in) such Person, all of the warrants, options or other rights for the purchase or acquisition from such 
Person of shares of capital stock of (or other ownership or profit interests in) such Person, all of the securities 
convertible into or exchangeable for shares of capital stock of (or other ownership or profit interests in) such Person 
or warrants, rights or options for the purchase or acquisition from such Person of such shares (or such other interests), 
and all of the other ownership or profit interests in such Person (including partnership, member or trust interests 
therein), whether voting or nonvoting, and whether or not such shares, warrants, options, rights or other interests are 
outstanding on any date of determination, in each such case including all voting rights and economic rights related 
thereto. 

“Equity Member” means each Person who has any direct or indirect ownership interest in the Company and 
to whom any portion of the income, gain or loss of the Company (or its subsidiaries) is allocable for any taxable year 
under Section 704 of the Code.  For purposes hereof, if any Equity Member is a partnership or other pass-through 
entity for federal or state income tax purposes, then all references to such Equity Member shall be deemed to mean 
such Equity Member’s ultimate individual partner(s), member(s) or beneficiary(ies). 

“Event of Bankruptcy” means any reorganization, arrangement, restructuring, composition, assignment for 
the benefit of creditors, insolvency, liquidation or other proceeding or action including the filing of a petition in 
bankruptcy or the commencement of a proceeding under Title 11 of the United States Code, as amended (or any 
successor federal statutory provisions) or under any other applicable law concerning insolvency, reorganization or 
bankruptcy by or against the Authority or any of the Company Parties as debtor other than any involuntary proceeding 
initiated by an arms’ length creditor and not by any Company Party or a Company Party Affiliate  that has been finally 
dismissed within thirty (30) days without entry of an order for relief or similar order and without effect on any amounts 
held in the Debt Service Fund and as to which dismissal all appeal periods have expired. 

“Excess Revenue Fund” means the account established by the Indenture and designated the “Arizona 
Industrial Development Authority Revenue Bonds (NewLife Forest Restoration, LLC Project) Excess Revenue Fund.”  

“Exchange Agreement” means the Exchange Agreement, dated as of February 1, 2022 among the Company 
Parties, Lateral U.S. Credit Opportunities Fund, L.P., Lateral SMA Agent, LLC, Lateral Administrative Agent, LLC 
and the Trustee. 
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“External Verifier” “means any independent accounting or appraisal firm or investment bank or other 
independent expert of internationally recognized standing appointed in good faith by the Company, in each case with 
the expertise necessary to execute and deliver the External Verifier Certificate, and to perform the functions required 
to be performed by the External Verifier under the Indenture and the Continuing Disclosure Undertaking. 

“External Verifier Certificate” means the certificate provided by the External Verifier as required by the Loan 
Agreement to review and certify the Company’s performance under its SPT 1 and SPT 2. 

“Fee Letters” means any written fee agreements and fee schedules therefor between the Authority and the 
Trustee. 

“Feedstock” means timber and related biomass, or a combination thereof which are harvested and hauled by 
any Company Party pursuant to the Forest Service Contract, or which are obtained by any other means, and used by 
the Company Parties to produce the Products. 

“Final Completion Certificate” shall mean the Final Completion Certificate the form of which is included in 
the Indenture.  

“Financial Model” means the pro forma financial statements and projections of revenue and expense and 
cash flows with respect to the Company and the Project, in a form agreed upon by the Company and the Underwriter 
to be attached to the Loan Agreement as Appendix B on the Closing Date, as the same may be updated by the Company 
with the prior written approval of the Majority Senior Bondholder (which approval shall not be unreasonably 
withheld). 

“Financing Documents” means the Indenture, the Loan Agreement, the Promissory Notes, the Bond Purchase 
Agreement, the Continuing Disclosure Undertaking, the Bonds, the Subordination Agreement, the Exchange 
Agreement and the Security Documents.  

“Fiscal Quarter” means each three-month period ending March 31, June 30, September 30 and December 31, 
respectively.  

“Fiscal Year” means January 1 through December 31. 

“Fitch” means Fitch Ratings, Inc., its successors and assigns, and, if such corporation shall be dissolved or 
liquidated or shall no longer perform the functions of a securities rating agency, Fitch shall be deemed to refer to any 
other nationally recognized securities rating agency (other than S&P or Moody’s) designated by the Authority by 
written notice to the Trustee. 

“Force Majeure” means, with respect to any Company Party, an event or circumstance, such as natural 
catastrophes, epidemics, pandemics, terrorism, war, riots, or acts of God, that (i) prevents such Company Party from 
performing its obligations (or causing such obligations to be performed) under any Project Document to which it is a 
party; (ii) is not within the reasonable control of, or the result of the negligence of, such Company Party; and (iii) by 
the exercise of due diligence, such Company Party is unable to overcome or avoid, or cause to be avoided; provided, 
however, that the following acts, events or causes shall in no event constitute a Force Majeure: (1) any lack of 
profitability to such Company Party or any losses incurred by such Company Party or any other financial consideration 
of such Company Party; (2) unavailability of funds or financing; (3) an event caused by conditions of national or local 
economics; (4) any failure of equipment which is not itself directly caused by an event which would otherwise 
independently constitute a Force Majeure; (5) strikes, lockouts, work stoppages or other labor actions solely relating 
to such Company Party; (6) changes in market conditions that affect the cost or availability of equipment, materials, 
supplies or services, including the Project’s fuel supply or the cost of power from resources other than the Project, 
unless such changes are caused by an event which would otherwise independently constitute a Force Majeure; (7) a 
failure of landfill gas supply and (8) failures of third parties, unless such failures are caused by an event which would 
otherwise independently constitute a Force Majeure. 
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“Forest Service Contract” means the contract listed in Schedule 1 to the Loan Agreement, as it may be 
amended, supplemented, renewed, extended or replaced from time to time in accordance herewith and therewith, 
pursuant to which, among other things, the Company Parties will perform forest thinning services for the U.S. Forest 
Service, from which the Company Parties will acquire the biomass and lumber required for the Company Parties to 
produce the Products, which shall be deemed a Necessary Business Contract for all purposes of the Financing 
Documents. 

“Funds” means the funds created and established pursuant to the Indenture and any Supplemental Indenture.  

“GAAP” means generally accepted accounting principles as in effect from time to time in the United States 
of America.  

“Governmental Approval” means any authorization, consent, approval, license, lease, ruling, permit 
(including the Permits), certification, exemption, filing for registration by or with any Governmental Authority. 

“Governmental Authority” means any federal, state, municipal, national, local or other governmental 
department, court, commission, board, bureau, agency or instrumentality or political subdivision thereof, or any entity 
or officer exercising executive, legislative or judicial, regulatory or administrative functions of or pertaining to any 
government or any court, whether of the United States or a state, territory or possession thereof, a foreign sovereign 
entity or country or jurisdiction or the State. 

“Government Obligations” means (a) direct obligations of, or obligations the principal of and interest on 
which are unconditionally guaranteed by the United States of America and bank certificates of deposit secured by 
such obligations; (b) bonds, debentures, notes, participation certificates, or other obligations issued by the banks for 
cooperatives, the federal intermediate credit bank, the federal home loan bank system, the export-import bank of the 
United States, federal land banks, or the federal national mortgage association; (c) public housing bonds and project 
notes fully secured by contracts with the United States; and (d) obligations of financial institutions insured by the 
federal deposit insurance corporation or the federal savings and loan insurance corporation, to the extent insured or to 
the extent guaranteed as permitted under any other provision of state law. 

“GPR Leased Site” means the real property identified as the GPR Leased Site as described in Appendix B to 
the Indenture, leased by Just Right. 

“Guarantee” means, as to any Person (a) any obligation, contingent or otherwise, of such Person guaranteeing 
or having the economic effect of guaranteeing any Indebtedness or other obligation payable or performable by another 
Person (for purposes of this definition, the “Primary Obligor”) in any manner, whether directly or indirectly, and 
including any obligation of such Person, direct or indirect, (i) to purchase or pay (or advance or supply funds for the 
purchase or payment of) such indebtedness or other obligation, (ii) to purchase or lease property, securities or services 
for the purpose of assuring the obligee in respect of such Indebtedness or other obligation of the payment or 
performance of such Indebtedness or other obligation, (iii) to maintain working capital, equity capital or any other 
financial statement condition or liquidity or level of income or cash flow of the Primary Obligor so as to enable the 
Primary Obligor to pay such Indebtedness or other obligation, or (iv) entered into for the purpose of assuring in any 
other manner the obligee in respect of such Indebtedness or other obligation of the payment or performance thereof 
or to protect such obligee against loss in respect thereof (in whole or in part), or (b) any lien on any asset of such 
Person securing any Indebtedness or other obligation of any other Person, whether or not such Indebtedness or other 
obligation is assumed by such Person (or any right, contingent or otherwise, of any holder of such Indebtedness to 
obtain any such lien). 

“Indebtedness” means, as to any Person at a particular time, without duplication, all of the following, whether 
or not included as indebtedness or liabilities in accordance with GAAP: 

(a) all obligations of such Person for or in respect of moneys borrowed or raised, whether or not for 
cash by whatever means (including acceptances, deposits, discounting, letters of credit, factoring, and any other form 
of financing which is recognized in accordance with GAAP in such Person’s financial statements as being in the nature 
of a borrowing or is treated as “off-balance sheet” financing); 
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(b) all obligations of such Person evidenced by bonds, debentures, notes, loan agreements or other 
similar instruments; 

(c) all obligations of such Person for the deferred purchase price of property or services (other than 
trade payables and accrued obligations incurred in the ordinary course of business); 

(d) all obligations of such Person under conditional sale or other title retention agreements relating to 
property or assets acquired by such Person (even though the rights and remedies of the seller or lender under such 
agreement in the event of default are limited to repossession or sale of such property or are otherwise limited in 
recourse); 

(e) the maximum amount of all direct or contingent obligations of such Person arising under letters of 
credit (including standby and commercial), bankers’ acceptances, bank guaranties, surety bonds and similar 
instruments; 

(f) all Capital Lease liabilities; 

(g) all obligations of such Person to purchase, redeem, retire, defease or otherwise make any payment 
in cash in respect of any Equity Interests in such Person or any other Person or any warrants, rights or options to 
acquire such Equity Interests, valued, in the case of redeemable preferred interests, at the greater of its voluntary or 
involuntary liquidation preference plus accrued and unpaid dividends; and 

(h) all Guarantees of such Person in respect of any of the foregoing. 

For all purposes under the Indenture, the Indebtedness of any Person shall include the Indebtedness of any 
partnership or joint venture (other than a joint venture that is itself a corporation or limited liability company) in which 
such Person is a general partner or a joint venturer, unless such Indebtedness is expressly made non-recourse to such 
Person. 

“Indenture Act” means the Trust Indenture Act of 1939 (Act of August 3, 1939, 53 Stat. 1149, 15 U.S.C., 
Secs. 77aaa-77bbb), as amended. 

“Independent” means, with respect to any Person, one which is not and does not have a partner, director, 
officer, member or substantial stockholder who is a member or manager of the Company or any of their Affiliates, or 
an officer or employee of the Company or any of its Affiliates, or is not regularly retained by or does not regularly 
transact business with the Company or any of its Affiliates. 

“Independent Engineer” means, initially, Leidos Engineering, LLC and its successors and assigns, or such 
other qualified engineering consulting firm of recognized national standing engaged by the Company to perform the 
functions of the Independent Engineer under the Independent Engineer Agreement. 

“Independent Engineer Agreement” means the Professional Services Agreement, dated as of February 5, 
2021, between the Company and the Independent Engineer, as amended, supplemented, renewed or extended from 
time to time in accordance therewith and with the Indenture, and any agreement entered into in substitution therefor, 
and any subsequent agreement with an Independent Engineer related to the Project, as originally executed and as it 
may from time to time be supplemented, modified, or amended in accordance with the terms thereof and of the 
Indenture. 

“Insolvency or Liquidation Proceeding” means (i) any case commenced by or against any Obligor under any 
Bankruptcy Law, any other proceeding for the reorganization or adjustment or marshalling of the assets or liabilities 
of any Obligor, any receivership or assignment for the benefit of creditors relating to any Obligor or any similar case 
or proceeding relative to any Obligor or its creditors, as such, in each case whether or not voluntary, (ii) any liquidation, 
dissolution, marshalling of assets or liabilities or other winding up of or relating to any Obligor, in each case whether 
or not voluntary and whether or not involving bankruptcy or insolvency, or (iii) any other proceeding of any type or 
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nature in which substantially all claims of creditors of any Obligor are determined and any payment or distribution is 
or may be made on account of such claims. 

“Insurance Consultant” means a nationally recognized Independent actuary, insurance company or broker 
that has actuarial personnel experienced in the types of insurance that must be obtained by the Company, as may be 
engaged by the Company to fulfill its obligations under the Loan Agreement. 

“Investment Securities” means Cash Equivalents. 

“JAMS” means a binding arbitration in in accordance with the then-current Comprehensive Arbitration Rules 
of JAMS. 

“KTC Agreement” means the agreement between KTC Industrial Engineering Ltd. and NLFP, dated May 
18, 2021, regarding the design of structural steel.  

“Land” means the collective real property secured by each Deed of Trust. 

“Lateral” means Lateral Investment Management, LLC, a Delaware limited liability company, and each of 
its successors and assigns, which holds its interest in the Company through one or more affiliates. 

“Lateral Management Fee” means the $500,000 quarterly management fee payable to the Administrative 
Agent by the Company on each January 1, April 1, July 1, and October 1; provided that the Lateral Management Fee 
shall be deferred and shall not be payable absent the indefeasible payment in full in cash of all Senior Secured 
Obligations to the Senior Bondholders. 

“Law” means, with respect to any Governmental Authority, any constitutional provision, law, statute, rule, 
regulation, ordinance, treaty, order, decree, judgment, decision, common law, holding, injunction, Governmental 
Approval or requirement of such Governmental Authority.  Unless the context clearly requires otherwise, the term 
“Law” shall include each of the foregoing (and each provision thereof) as in effect at the time in question, including 
any amendments, supplements, replacements, or other modifications thereto or thereof, and whether or not in effect 
as of the date of the Indenture. 

“Lien” means any security interest, mortgage, pledge, hypothecation, assignment, deposit arrangement, 
encumbrance, bailment, conditional sales or title retention agreement, lien (statutory or otherwise), charge against or 
interest in property, in each case of any kind, to secure payment of a debt or performance of an obligation.  

“Loan Repayments” means such amount as is necessary to pay the principal of and premium, if any, and/or 
interest on the Bonds. 

“Lumberjack Site” means the real property identified as the Lumberjack Site described in Appendix B 
attached to the Indenture, owned by Just Right. 

“Maintenance Capital Expenses” means all expenses of the Company for regularly scheduled (or reasonably 
anticipated) major maintenance of the Project and vendor and supplier requirements constituting major maintenance 
(including tear downs, overhauls, capital improvements, replacements and/or refurbishments of major components of 
the Project); provided, however, that in no event shall Project Costs be considered Maintenance Capital Expenses. 

“Majority Senior Bondholder” means Holders of at least a majority in aggregate principal amount of the 
Outstanding Senior Bonds, or for Book-Entry Bonds, the beneficial owners of at least a majority in aggregate principal 
amount of the Outstanding Senior Bonds.  If no Senior Bonds Remain Outstanding, Majority Senior Bondholder 
means the Holders of at least a majority in aggregate principal amount of the Outstanding Subordinate Bonds, or for 
Book-Entry Bonds, the beneficial owners of at least a majority in aggregate principal amount of the Outstanding 
Subordinate Bonds. 
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“Material” means material in relation to the business, assets, property, condition (financial or otherwise), 
operations or prospects of the Company Parties or the Project taken as a whole.  

“Material Adverse Effect” means any event, development or circumstance that has had or could reasonably 
be expected to have a material adverse effect on (a) the business, assets, property, condition (financial or otherwise), 
operations or prospects of the Company Parties or the Project, taken as a whole, (b) the ability of any of the Company 
Parties to perform their material obligations under any Transaction Document to which they are a party, (c) creation, 
perfection or priority of the Liens granted, or purported to be granted, in favor, or for the benefit, of the Trustee 
pursuant to the Security Documents or (d) the material rights or remedies of any secured party under any Financing 
Documents.   

“Materials of Environmental Concern” means chemicals, pollutants, contaminants, wastes, toxic substances 
and hazardous substances, any toxic mold, radon gas or other naturally occurring toxic or hazardous substance or 
organism and any material that is regulated in any way, or for which liability is imposed, pursuant to an Environmental 
Law.  

“Maximum Operating Reserve Fund Requirement” means, in any Fiscal Year, $1,500,000. 

“Maximum Repair and Replacement Reserve Fund Requirement” means, in any Fiscal Year, $500,000. 

“Maximum Tax Rate” means, with respect to any equity holder of Lateral and for any period, the sum of the 
highest marginal individual federal and state income tax rates in any state in which such equity resides which were 
applicable during such period.  If any such equity holder is a partnership or other pass-through entity for federal and 
state income tax purposes, then such shareholder’s ultimate individual partner, member or beneficiary’s federal and 
state income tax rate shall be utilized for purposes of determining the applicable Maximum Tax Rate. 

“Maximum 2022A Bond Amount” means $200,000,0000.00. 

“Maximum 2022B Bond Amount” means $200,000,000.00. 

“Maximum 2022A PIK Amount” means $87,115,000.00. 

“Maximum 2022B PIK Amount” means $113,193,241.00. 

“Membership Interest Pledge Agreement” means, collectively, the Company Membership Interest Pledge 
Agreement, dated as of February 1, 2022, by GEP Funding, LLC to and in favor of the Trustee, as amended or 
supplemented from time to time in accordance herewith or therewith, the Company Membership Interest Pledge 
Agreement, dated as of February 1, 2022, by Lateral and its Affiliates to and in favor of the Trustee, as amended or 
supplemented from time to time in accordance herewith or therewith; the Company Membership Interest Pledge 
Agreement, dated as of February 1, 2022, by Five Crowns Capital Credit Partners, LLC to and in favor of the Trustee, 
as amended or supplemented from time to time in accordance herewith or therewith; and the Company Membership 
Interest Pledge Agreement, dated as of February 1, 2022, by Ponderosa Logging, USA, LLC to and in favor of the 
Trustee, as amended or supplemented from time to time in accordance herewith or therewith; the Just Right 
Membership Interest Pledge Agreement, dated as of February 1, 2022, by the Company to and in favor of the Trustee, 
as amended or supplemented from time to time in accordance herewith or therewith; the NLFP Membership Interest 
Pledge Agreement, dated as of February 1, 2022, by the Company to and in favor of the Trustee, as amended or 
supplemented from time to time in accordance herewith or therewith; the GEP Membership Interest Pledge 
Agreement, dated as of February 1, 2022, by the Company to and in favor of the Trustee.   

“Mills” means the sawmills, planer mills, and lumber dry kilns and related facilities now existing or to be 
constructed on the Sites and owned and operated by the Company Parties for the purpose of producing lumber, 
engineered wood products, wood chips, sawdust, planer shavings and related byproducts for sale. 

“Moody’s” means Moody’s Investors Service, a corporation organized and existing under the laws of the 
State of Delaware, its successors and their assigns and, if such corporation shall be dissolved or liquidated or shall no 
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longer perform the functions of a securities rating agency, Moody’s shall be deemed to refer to any other nationally 
recognized securities rating agency (other than S&P or Fitch) designated by the Authority by written notice to the 
Trustee.  

“MSRB” means the Municipal Securities Rulemaking Board or any successor to its functions. 

“Necessary Business Contracts” means all Project Documents to which any Company Party is a party or by 
which any of its properties is bound, including those that are required to be obtained by the Company Parties in 
connection with the construction and operation of the Project, other than the Financing Documents and other than any 
such contracts that would not be deemed an Additional Project Contract within the meaning of such term, are listed 
on Part A of Schedule 1 to the Loan Agreement, and include the Forest Service Contract and all Product Sales 
Contracts whether or not such contracts would be deemed an Additional Project Contract.  

“Net Condemnation Proceeds” means the proceeds of any condemnation awards or payments in lieu of or 
under the threat of condemnation with respect to the Project, less any costs reasonably expended by Company, the 
Authority and/or the Trustee to receive such proceeds. 

“Net Insurance Proceeds” means the proceeds from any physical loss or casualty insurance with respect to 
the Project, less any costs reasonably expended by the Company, the Authority and/or the Trustee to receive such 
proceeds. 

“Net Revenues” means Project Revenues less Operating and Maintenance Expenses. 

“New Operator” means any new operator of the Project, which may be any operator designated by the Trustee 
pursuant to the Indenture, and any permitted successors and assigns. 

“O&M Expenses Requisition” means a requisition by the Company for Operating and Maintenance Expenses 
in substantially the form attached to the Indenture as Appendix E. 

“OFAC” means the Office of Foreign Assets Control of the United States Department of the Treasury. 

“OFAC Sanctions Program” means any economic or trade sanction that OFAC is responsible for 
administering and enforcing. A list of OFAC Sanctions Programs may be found at http://www.treasury.gov/resource 
center/sanctions/Programs/Pages/Programs.aspx.  

“Operating and Maintenance Expenses” means, for any period, the sum without duplication of all (a) 
reasonable and necessary expenses of administering, managing and operating, and generating Products for sale from, 
the Project and maintaining it in good repair and operating condition, (b) costs that the Company is obligated to pay 
associated with the harvesting and transportation of all Feedstock and other supplies and raw materials to the Project 
and distribution and sale of Products from the Project, (c) all reasonable and necessary insurance costs (other than 
insurance premiums that are paid as Project Costs), (d) property, sales and franchise taxes to the extent that the 
Company is liable to pay such taxes to the taxing authority (other than taxes imposed on or measured by income or 
receipts) to which the Project, may be subject (or payment in lieu of such taxes to which the Project may be subject), 
(e) reasonable and necessary costs and fees incurred in connection with obtaining and maintaining in effect any 
Governmental Approvals or Permits for the Project, (f) reasonable and arm’s-length legal, accounting and other 
professional fees attendant to any of the foregoing items during such period, (g) the reasonable costs of administration 
and enforcement of the Financing Documents, (h) amounts payable by the Company under Project Documents in the 
ordinary course of business and not as a result of a breach or default by the Company thereunder, (i) all other costs 
and expenses included in the then-current Annual Forecast; and (j) extraordinary costs up to $100,000 deemed 
necessary by an Independent Engineer pursuant to a Restoration or Replacement Plan, which costs are not covered by 
Net Insurance Proceeds and Net Condemnation Proceeds; provided, however, that in no event shall Project Costs 
(except for (i) above), Tax Distributions, costs of unbudgeted major repairs or replacements (except for (j) above), 
amounts payable as principal or interest on the Bonds or reserves therefor, or any other costs that are capitalized on 
the books of the Company (excluding Maintenance Capital Expenses, if so capitalized) be considered Operating and 
Maintenance Expenses.  
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“Operating and Maintenance Fund” means the fund established by the Indenture and designated the “Arizona 
Industrial Development Authority Revenue Bonds (NewLife Forest Restoration, LLC Project) Operating and 
Maintenance Fund.” 

“Operating Reserve Fund” means the fund established by the Indenture and designated the “Arizona 
Industrial Development Authority Revenue Bonds (NewLife Forest Restoration, LLC Project) Operating Reserve 
Fund.”  

“Operating Reserve Requisition” means a requisition by the Company for funds from the Operating Reserve 
Fund in substantially the form attached to the Indenture as Appendix F. 

“Opinion of Bond Counsel” means a written opinion of Bond Counsel. 

“Outstanding,” when used as of any particular time with reference to the Bonds, means absent the 
indefeasible payment in full in cash of all Senior Secured Obligations to the Senior Bondholders, all Bonds theretofore, 
or thereupon being, authenticated and delivered by the Trustee under the Indenture, including any increase in the 
principal amount of Series 2022A Bonds and Series 2022B Bonds as a result of any 2022A PIK Amounts and 2022B 
PIK Amounts, respectively except: (1) Bonds theretofore cancelled by the Trustee or surrendered to the Trustee for 
cancellation pursuant to the express terms of the Indenture (which in the case of the Senior Bonds may only occur 
upon the indefeasible payment in full in cash of all Senior Secured Obligations to the Senior Bondholders); (2) Bonds 
with respect to which all liability of the Authority shall have been discharged in accordance with the Indenture, and 
(3) Bonds for the transfer or exchange of or in lieu of or in substitution for which other Bonds shall have been 
authenticated and delivered by the Trustee pursuant to the express terms the Indenture. 

“Permits” means (i) Class I Air Quality Permit Number 90852 with respect to the Windfall Mill issued by 
the Arizona Department of Environmental Quality, dated November 8, 2021 and expiring November 7, 2026; (ii) 
Class II Air Quality Permit Number 67889 with respect to the Lumberjack Mill issued by the Arizona Department of 
Environmental Quality, dated February 28, 2018 and expiring February 27, 2023; (iii) Site Plan/Operation Approval 
issued by the City of Williams, Arizona, dated January 4, 2019; and (iv) any additional permit which is reasonably 
necessary for the construction or operation of the Project. 

“Permitted Debt” means (i) the indebtedness incurred under the Financing Documents; (ii) Additional Bonds; 
(iii) purchase money obligations incurred to finance discrete items of equipment not comprising an integral part of the 
Project that extend to, and are secured by, only the equipment being financed and shall not require aggregate payments 
by the Company Parties in any calendar year in excess of $2,000,000, such amount to be adjusted annually from 2022 
by the increase in the Consumer Price Index; (iv) current accounts payable arising, and accrued expenses incurred, in 
the ordinary course of business which are payable in accordance with customary practices that are not overdue by 
more than 60 days (unless subject to permitted contest); (v) to the extent the same constitute Indebtedness, amounts 
payable under the Additional Project Contracts, Necessary Business Contracts, and Capital Leases, to the extent that 
(a) the aggregate principal component payable under such Additional Project Contracts, Necessary Business 
Contracts, and Capital Leases does not, at any time, exceed $25,000,000 and (b) the aggregate amount payable under 
such Additional Project Contracts, Necessary Business Contracts and Capital Leases each Fiscal Year does not exceed 
$10,000,000; (vi) so long as no Senior Bonds Remain Outstanding, indebtedness fully subordinated and payable solely 
from distributions or dividends to any Company Party that comply with the Financing Documents; (vii) Unsecured 
Promissory Notes outstanding in an amount as of the Closing Date, not to exceed $3,464,165, (viii) the Private Credit 
Debt; and (ix) renewals, replacements or refinancings of the obligations defined in (i) (to the extent relating to Senior 
Bonds), (ii) and (vii) or of obligations resulting from the renewal, replacement or refinancing thereof; provided that 
the outstanding principal amount of the Unsecured Promissory Notes or Private Credit Debt shall not be increased 
other than in connection with the accrual of interest as principal thereon. 

“Permitted Liens” means (a) Liens for current taxes, assessments or other governmental charges not yet 
delinquent or taxes, assessments or other governmental charges which are the subject of a Contest, (b) carriers’, 
warehousemen’s, mechanics, materialmen’s and other like statutory Liens arising in connection with the Project or in 
the ordinary course of business securing obligations which are not overdue for a period of more than 30 days or which 
are subject to Contest, (c) pledges or deposits in connection with workers’ compensation, unemployment insurance 
and other social security legislation, (d) deposits to secure the performance of bids, trade contracts, leases, statutory 
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obligations, and other obligations of a like nature incurred in the ordinary course of business in an amount not to 
exceed $5,000,000 at any time, (e) utility, access and other easements and rights of way, restrictions, encumbrances 
and exceptions which do not materially interfere with or materially impair the operation by any Company Party of the 
property affected thereby, (f) Liens granted hereunder or under the other Financing Documents, (g) zoning laws and 
similar restrictions which are not violated by the property affected thereby, (h) Liens of no more than $3,000,000 in 
the aggregate securing judgments for the payment of money not constituting an Event of Default; provided that each 
such Lien is subject to a Contest and any appropriate legal proceedings which may have been initiated for the review 
of such judgment shall not have been terminated or the period within which such proceedings may have been initiated 
shall not have expired; (i) pari passu Liens securing Additional Bonds, (j) so long as no Senior Bonds Remain 
Outstanding, Liens securing the 2022B Bonds, or (k) Liens securing Permitted Debt, but excluding Permitted Debt 
defined in clauses (iv), (vii) and (viii) of the definition of “Permitted Debt;” provided that any Liens incurred in 
connection with Permitted Debt described in clauses (iii) and (v) shall only extend to, and be secured by, the equipment 
being financed. 

“Person” or “person” means an individual, corporation, firm, association, partnership, trust, or other legal 
entity or group of entities, including a governmental entity or any agency or political subdivision thereof. 

“Plan” means an “employee benefit plan” (as defined in section 3(3) of ERISA) subject to Title I of ERISA 
that is or, within the preceding five years, has been established or maintained, or to which contributions are or, within 
the preceding five years, have been made or required to be made, by the Company or any ERISA Affiliate or with 
respect to which the Company or any ERISA Affiliate may have any liability.  

“Premium” means a premium equal to the premium within the redemption price that would then be applicable 
to an optional redemption of the Senior Bonds on the date of an Event of Default (as though the Senior Bonds were 
optionally redeemed on such date). 

“Private Credit Agreement” means the Amended and Restated Credit Agreement dated as of February 24, 
2022 among the Company Parties, the Private Credit Lenders, and the Administrative Agent, as such Amended and 
Restated Credit Agreement may be further amended, modified, supplemented, restated, extended or replaced from 
time to time. 

“Private Credit Debt” means the amount outstanding any time under the Private Credit Agreement following 
issuance of the Series 2022 Bonds. 

“Private Credit Lenders” means the lenders from time to time party to the Private Credit Agreement. 

“Products” means lumber, engineered wood products, wood chips, sawdust, planer shavings and byproducts 
of the production thereof. 

“Product Sales Contracts” means: (a) the IFP Agreement, as amended, supplemented, renewed or extended 
from time to time in accordance therewith and with the Indenture, and any agreement entered into in substitution 
therefor; and (b) any other contracts entered into by the Company with third Persons for the sale of the Company’s 
Products, each of which shall be deemed a Necessary Business Contract for all purposes of the Financing Documents.  

“Project Construction Documents” means, collectively, the Independent Engineer Agreement, Wood-Mizer 
Engineering Agreement, the Wood-Mizer Equipment Lease, the Wood-Mizer Sales Agreement, the KTC Agreement, 
the BEP Agreements, and any Additional Project Contracts relating to the design, construction, procurement and/or 
installation of any portion of the Project, as each may be amended and supplemented in accordance with its terms and 
the Indenture. 

“Project Costs” means all costs properly chargeable to (a) the financing, refinancing or reimbursement, 
including reimbursement of equity contributed to the Company by its members, of all or a portion of the costs the 
acquisition, construction, installation, operation or equipping of the Project with the proceeds of the Bonds, (b) the 
repair or replacement of the Project pursuant to a Restoration or Replacement Plan, and (c) the completion or 
expansion of the Project using the proceeds of Additional Bonds, including, without limitation, the following: 
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(a) the Costs of Issuance of the Bonds; 

(b) the cost of acquiring, constructing, equipping, operating, installing and improving of all lands, 
structures, real or personal property, rights, rights-of-way, franchises, easements and interests acquired or used for the 
Project; 

(c) the cost of demolishing or removing any buildings or structures on land so acquired, including the 
cost of acquiring any lands to which such buildings or structures may be moved; 

(d) the cost of all machinery and equipment; 

(e) interest on the Bonds during the Capitalized Interest Period; 

(f) reserves for extensions, enlargements, additions, replacements, renovations and improvements; 

(g) the cost of architectural, engineering, financial and legal services, plans, specifications, studies, 
surveys, estimates, administrative expenses and other expenses necessary or incident to determining the feasibility of 
constructing the Project or incident to its construction, acquisition or financing; and 

(h) costs for commissioning, performance testing and related start-up costs to the extent such costs are 
to be capitalized for federal income tax purposes under the Code. 

“Project Costs Requisition” means a requisition by the Company for Project Costs in substantially the form 
attached to the Indenture as Appendix C-1. 

“Project Documents” means, collectively, the Permits, all contracts, agreements, instruments and documents 
to which any Company Party is a party or by which its properties are or will become bound (other than the Financing 
Documents) relating to the Project, including, but not limited to Project Construction Documents, Necessary Business 
Contracts and Additional Project Contracts, if any, and any other agreements, contracts, instruments and documents 
to which any Company Party is a party or by which its properties are or will become bound (other than the Financing 
Documents) in connection with the construction or operation of the Project, Feedstock supply for the Project or the 
sale and distribution of Products produced by the Project. 

“Project Fund” means the fund established by the Indenture and designated the “Arizona Industrial 
Development Authority Revenue Bonds (NewLife Forest Restoration, LLC Project) Project Fund.” 

“Project Loan Documents” means, collectively, the Loan Agreement, each Additional Project Loan 
Agreement, the Notes, each Additional Project Loan Note, each Deed of Trust, each Membership Interest Pledge 
Agreement, each Security Agreement, each Collateral Assignment, and any other documents evidencing or securing 
any Project Loan Obligations or any guarantee thereof. 

“Project Revenues” means all amounts received or receivable for the account of the Company from operation 
of the Project. 

“Projected Debt Service Coverage Ratio” means with respect to the Outstanding Series 2022A Bonds, the 
Debt Service Coverage Ratio projected for the 12-month period following the applicable calculation date using the 
most recent management forecasts available, as certified by an Authorized Company Representative. 

“Promissory Notes” means, collectively, the 2022A Promissory Note evidencing the loan of the proceeds of 
the Series 2022A Bonds to the Company pursuant to the Loan Agreement, dated the date the Series 2022A Bonds are 
issued, from the Company to the Authority and assigned without warranty or recourse by the Authority to the Trustee 
pursuant to the Indenture; the 2022B Promissory Note evidencing the loan of the proceeds of the Series 2022B Bonds 
to the Company pursuant to the Loan Agreement, dated the date the Series 2022B Bonds are issued, from the Company 
to the Authority and assigned without warranty or recourse by the Authority to the Trustee pursuant to the Indenture; 
and any promissory note evidencing the loan of the proceeds of any Additional Bonds to the Company pursuant to a 
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loan agreement from the Company to the Authority and assigned without warranty or recourse by the Authority to the 
Trustee pursuant to the related Supplemental Indenture.  

“Prudent Operating Practices” means the practices, methods and acts generally engaged in or approved by a 
significant portion of the lumber industry in North America during the relevant time period and for the relevant size, 
type, capacity and location of the Project that, in the exercise of reasonable judgment and actions in light of the 
applicable manufacturer’s recommendations and manufacturer’s warranties and the facts known or that reasonably 
should have been known at the time the decision was made, would reasonably have been expected (1) to maximize 
sales of engineered wood products under any Product Sales Contract at the then fair market value price and (2) to 
accomplish the desired result of safe and reliable maintenance, operation and service at a reasonable cost such that the 
judgment and actions are consistent with good business practices, reliability, safety, expedition and contractual 
obligations and in compliance with applicable Law and Governmental Approvals. Prudent Operating Practices with 
respect to the Project are intended to consist of practices, methods or acts generally employed by reputable operators 
in the region where the Project is located, and are not intended to be limited to the best practices, methods or acts. 

“Qualified Institutional Buyers” has the meaning set forth in Rule 144A promulgated under the Securities 
Act of 1933, as amended. 

“R&R Requisition” means a requisition by the Company for funds from the Repair and Replacement Reserve 
Fund in substantially the form attached to the Indenture as Appendix G. 

“Rating Agency” means Moody’s, Fitch or S&P. 

“Rating Category” means the generic rating categories of a Rating Agency, without giving regard to any 
refinement or gradation of such rating category by a numerical modifier or otherwise.  

“Registered Owner” or “Bondholder” or “Owner” or “Holder” or “Bond Owner” when used in reference to 
the Bonds and to the extent not otherwise specified, means the Person or Persons in whose name or names a Bond 
shall be registered in the Bond Register in accordance with the terms of the Indenture. 

“Repair and Replacement Reserve Fund” means the fund established by the Indenture and designated the 
“Arizona Industrial Development Authority Revenue Bonds (NewLife Forest Restoration, LLC Project) Repair and 
Replacement Reserve Fund.”  

“Restore” or “Restored” means the actions of the Company to restore overgrown forests to a healthy more 
natural state in an effort to mitigate the risk of catastrophic wildfire, enhance wildlife habitat and reduce environmental 
degradation and which in each case meets the criteria set forth in the Company Sustainability-Linked Bond 
Framework.“ 

“Restoration or Replacement Plan” means a plan and time schedule, reasonably satisfactory to the 
Independent Engineer, for the application of Net Condemnation Proceeds, Net Insurance Proceeds or other payment 
in lieu thereof, respectively, and any other funds available to the Company with which to restore or replace the Project, 
or any portion thereof, affected by such event giving rise to Net Condemnation Proceeds or Net Insurance Proceeds. 

“Revenue Fund” means the trust fund established by the Indenture and designated the “Arizona Industrial 
Development Authority Revenue Bonds (NewLife Forest Restoration, LLC Project) Revenue Fund.”  

“Revenues” means (a) all Project Revenues; (b) all amounts received or receivable by the Authority or by 
the Trustee for the account of the Authority pursuant or with respect to the Loan Agreement, including, without 
limiting the generality of the foregoing, Loan Repayments (including both timely and delinquent payments and any 
late charges, paid from any source), Additional Payments and prepayments; (c) all interest, profits or other income 
derived from the investment of amounts in any Fund or Account established pursuant to the Indenture or Supplemental 
Indenture; (d) all proceeds of business interruption insurance and/or delayed opening insurance (but not other 
insurance proceeds or restoration or condemnation or similar proceeds, which shall be applied to repair or restore the 
Project, unless the Bonds are to be redeemed in accordance with the Indenture, in which case such amounts will be 
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applied to redeem the Bonds in accordance with the Indenture); and (e) liquidated damages payable by or for delays 
in completing the Project or for interference with Project operations (but not other damages for failure to complete 
any project, which shall be deposited to the 2022 Project Account within the Project Fund).  Revenues does not include 
grants that are restricted by their terms to specific uses. 

“S&P” means S&P Global Ratings, a division of Standard & Poor’s Financial Services LLC, a limited 
liability company organized and existing under the laws of the State of Delaware, its successors and their assigns, and, 
if such corporation shall be dissolved or liquidated or shall no longer perform the functions of a securities rating 
agency, “S&P” shall be deemed to refer to any other nationally recognized securities rating agency (other than 
Moody’s or Fitch) designated by the Company by written notice to the Trustee. 

“Securities Depository” means The Depository Trust Company and its successors and assigns, and any other 
Person registered as a clearing agency under Section 17A of the Securities Exchange Act of 1934, as amended, or any 
successor legislation, or whose business is confined to the performance of the functions of a clearing agency with 
respect to exempted securities, as defined in Section 3(a)(12) of such Act, or any successor legislation, for the purposes 
of Section 17A thereof. 

“Security Documents” means the Security Agreement, the Deed of Trust, the Collateral Assignment, the 
Consents to Collateral Assignment, the Membership Interest Pledge Agreement, any UCC financing and continuation 
statements, and any deed of trust or mortgage relating to any property acquired after the issuance of the Series 2022 
Bonds and any agreements securing any Additional Bonds. 

“Senior Bondholder” means a Holder of any Senior Bond. 

“Senior Bondholders’ Independent Engineer” means an independent engineer selected by the Majority Senior 
Bondholder pursuant to the terms of the Indenture to evaluate the Company’s operations.  

“Senior Bonds” means the Series 2022A Bonds, and any Additional Bonds issued on a parity therewith.  

“Senior Bonds Remain Outstanding” means any Senior Bondholder has not received indefeasible payment 
in full in cash of all Senior Secured Obligations owed to such Senior Bondholder. 

“Senior Debt Service Reserve Fund” means the fund established by the Indenture and designated the 
“Arizona Industrial Development Authority Revenue Bonds (NewLife Forest Restoration, LLC Project) Senior Debt 
Service Reserve Fund.”  

“Senior Debt Service Reserve Fund Requirement” means the lesser of (a) the Initial Senior Debt Service 
Reserve Fund Deposit, or (b) the amount of 2022A Cash Interest payable on Outstanding Series 2022A Bonds over 
the succeeding twelve (12) months from the date of calculation. 

“Senior Interest Account” means the account established by the Indenture within the Debt Service Fund and 
designated the “Arizona Industrial Development Authority Revenue Bonds (NewLife Forest Restoration, LLC 
Project) Senior Interest Account.” 

“Senior Principal Account” means the account established by the Indenture within the Debt Service Fund 
and designated the “Arizona Industrial Development Authority Revenue Bonds (NewLife Forest Restoration, LLC 
Project) Senior Principal Account.” 

“Sites” means the Windfall Site, the Lumberjack Site, the GPR Leased Site and the Williams Site. 

“SPT 1” means the Company’s first sustainability performance target, which shall be satisfied in the event 
that the Company shall have Restored 36,000 acres of forestland. 
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“SPT 2” means the Company’s second sustainability performance target, which shall be satisfied when more 
than 80% of logs harvested by the Company and hauled to the Mills during any applicable period of measurement are 
from Restored acres of forestland. 

“State Sanctions List” means a list that is adopted by any state Governmental Authority within the United 
States of America pertaining to Persons that engage investment or other commercial activities in Iran or any other 
country that is a target of economic sanctions imposed under U.S. Economic Sanctions Laws.  

“Subordinate Bonds” means the Series 2022B Bonds. 

“Subordinate Bond Payment Date” means (i) with respect to 2022B PIK Amounts only, each January 1, April 
1, July 1 and October 1, commencing on April 1, 2022 and (ii) with respect to any cash payments, the first Subordinate 
Bond Payment Date occurring after no Senior Bonds Remain Outstanding. 

“Subordination Agreement” means the Subordination Agreement dated as of February 1, 2022, among the 
Company, GEP, NLFP, Just Right, the Trustee, the Administrative Agent, the Authority, and the several lenders from 
time to time party to the Lateral Loan Agreement. 

“Supplemental Indenture” means any indenture hereafter duly authorized and entered into between the 
Authority and the Trustee, supplementing, modifying or amending the Indenture; but only if and to the extent that 
such Supplemental Indenture is specifically authorized thereunder. 

“Surplus Fund” means the fund established by the Indenture and designated the “Arizona Industrial 
Development Authority Revenue Bonds (NewLife Forest Restoration, LLC Project) Surplus Fund.” 

“Swap Contract” means (a) any and all interest rate swap transactions, basis swap transactions, basis swaps, 
credit derivative transactions, forward rate transactions, commodity swaps, commodity options, forward commodity 
contracts, equity or equity index swaps or options, bond or bond price or bond index swaps or options or forward 
foreign exchange transactions, cap transactions, floor transactions, currency options, spot contracts or any other similar 
transactions or any of the foregoing (including, but without limitation, any options to enter into any of the foregoing), 
and (b) any and all transactions of any kind, and the related confirmations, which are subject to the terms and 
conditions of, or governed by, any form of master agreement published by the International Swaps and Derivatives 
Association, Inc., including any International Foreign Exchange Master Agreement. 

“Tax-Exempt Obligation” means any Bond, the interest on which is excluded from gross income for federal 
income tax purposes under Section 103 of the Code. 

“Tax Distribution” means, as long as all Tax Distribution Conditions are satisfied and will continue to be 
satisfied after giving pro forma effect thereto, a distribution to any Equity Member for the purpose of enabling such 
Equity Member to pay federal, state and local income tax liabilities attributable to such Equity Member as a result of 
his, her or its direct or indirect ownership of the Company, the amount of which shall be calculated by an independent 
auditor; provided that if any such distribution to any Equity Member for any taxable year exceeds the Maximum Tax 
Rate times the actual taxable income of the Company passed through to such Equity Member for such taxable year, 
then the Company shall deduct the amount of such excess from any future Tax Distribution to such Equity Member 
until such excess is repaid in full.  

“Tranche 1 Loans” means the “Tranche 1 Loans” under the Private Credit Agreement.   

“Treasury Regulations” means the applicable regulations of the Department of the Treasury.  

“UCC” means the Uniform Commercial Code as adopted in the State, and as may be modified from time to 
time. 

“Underwriter” means, for the Series 2022A Bonds, Goldman Sachs & Co. LLC.  
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“Unsecured Promissory Notes” means the restructured unsecured promissory notes of the Company (as in 
effect on the Closing Date and without any future amendments) outstanding as of the Closing Date in the amount of 
$3,464,165. 

“U.S.A. PATRIOT Act” means United States Public Law 107 56, Uniting and Strengthening America by 
Providing Appropriate Tools Required to Intercept and Obstruct Terrorism (U.S.A. Patriot ACT) Act of 2001, as 
amended from time to time, and the rules and regulations promulgated thereunder from time to time in effect. 

“Williams Site” means the real property identified as the Williams Site described in Appendix B the Loan 
Agreement, owned by Just Right. 

“Windfall Completion Certificate” means the certificate in substantially the form attached to the Loan 
Agreement as Exhibit E. 

“Windfall Site” means the real property identified as the Windfall Site described in Appendix B of the Loan 
Agreement, owned or to be acquired by Just Right with a portion of the proceeds of the Series 2022A Bonds. 

“Windfall Substantial Completion Certificate” means the certificate in substantially the form attached to the 
Loan Agreement as Exhibit C. 

“Wood-Mizer Engineering Agreement” means the Engineering Agreement (Phased New Sawmill Project, 
Reference No. WMSS-SLPT-001), between NLFP and Wood-Mizer Sawmilling Solutions, LLC, dated January 8, 
2021. 

“Wood-Mizer Equipment Lease” means the Lease Agreement (Lease of Temporary Equipment, Reference 
No. WMSS-SLPT-001), between NLFP and Wood-Mizer Sawmilling Solutions, LLC, dated November 6, 2020. 

“Wood-Mizer Sales Agreement” means the Sales Agreement (New Sawmill Project, Reference No. WMSS-
SLPT-17), between NLFP and Wood-Mizer Sawmilling Solutions, LLC, dated September 10, 2021. 

“Working Capital Account” means an account created within the Working Capital Fund and designated as 
such for purposes of paying working capital costs with respect to the Project. 

“Working Capital Fund” means the account established by the Indenture within the Project Fund and 
designated the “Arizona Industrial Development Authority Revenue Bonds, Series 2022 (NewLife Forest Restoration, 
LLC Project) Working Capital Fund.” 

“Working Capital Requisition” means a requisition by the Company for working capital from the Working 
Capital Account in substantially the form attached to the Indenture as Appendix C-3. 

“2022 Costs of Issuance Account” means the account established by the Indenture within the Project Fund 
and designated the “Arizona Industrial Development Authority Revenue Bonds, Series 2022 (NewLife Forest 
Restoration, LLC Project) Costs of Issuance Account.” 

“2022 Project Account” means the account established by the Indenture within the Project Fund and 
designated the “Arizona Industrial Development Authority Revenue Bonds, Series 2022 (NewLife Forest Restoration, 
LLC Project) 2022 Project Account.” 

“2022A Capitalized Interest Account” means the account established by the Indenture within the Project 
Fund and designated the “Arizona Industrial Development Authority Revenue Bonds, Series 2022 (NewLife Forest 
Restoration, LLC Project) 2022A Capitalized Interest Account.” 
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APPENDIX B-1 – Company Audited Balance Sheet as of and for the Year Ended December 31, 2020 
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Report of Independent Auditors 
 
 
The Members 
NewLife Forest Restoration, LLC, f/k/a FEC Logging USA Holdings, LLC and Subsidiaries 
 
Report on Financial Statements 

We have audited the accompanying consolidated balance sheet of FEC Logging USA Holdings, LLC 
and Subsidiaries, as of December 31, 2020, and the related notes to the consolidated balance sheet. 
 
Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of this consolidated financial 
statement in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of consolidated financial statement that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 

Our responsibility is to express an opinion on the consolidated financial statements based on our 
audit. We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the consolidated financial statement is free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the consolidated financial statement. The procedures selected depend on the auditor’s judgment, 

including the assessment of the risks of material misstatement of the consolidated financial 
statement, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity’s preparation and fair presentation of the consolidated financial 
statement in order to design audit procedures that are appropriate in the circumstances, but not for 
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, 

we express no such opinion. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of significant accounting estimates made by management, as 
well as evaluating the overall presentation of the consolidated financial statement. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 
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Opinion 

In our opinion, the consolidated balance sheet referred to above presents fairly, in all material 
respects, the consolidated financial position of FEC Logging USA Holdings, LLC and Subsidiaries as 
of December 31, 2020, in accordance with accounting principles generally accepted in the United 
States of America. 
 

 
 
Phoenix, Arizona 
July 2, 2021 
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FEC Logging USA Holdings, LLC and Subsidiaries 
Consolidated Balance Sheet 

 
 

December 31,
2020

CURRENT ASSETS
Cash 205,683$            
Accounts receivable 161,645
Inventories 427,661
Prepaid expenses and deposits 756,519

Total current assets 1,551,508           

PROPERTY, PLANT, AND EQUIPMENT, net 18,757,616

OTHER ASSETS
Timber contract 3,795,565
Notes receivable 631,627
Deposits 567,826              

Total other assets 4,995,018           

Total assets 25,304,142$       

CURRENT LIABILITIES
Accounts payable 1,078,627$         
Accrued liabilities 4,140,428
Notes payable, current portion 5,560,874

Total current liabilities 10,779,929         

NOTES PAYABLE, less current portion and deferred loan fees 78,558,151

COMMITMENTS AND CONTINGENCIES -                          

MEMBERS' DEFICIT (64,033,938)        

Total liabilities and members' deficit 25,304,142$       

LIABILITIES AND MEMBERS' DEFICIT

ASSETS
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Note 1 – Description of Operations and Summary of Significant Accounting Policies 
 
Nature of operations 
FEC Logging USA Holdings, LLC and Subsidiaries (collectively, the “Company”) owns and operates 
timber and mill facilities in various locations in Arizona. Subsequent to year end, the Company had a legal 
name change to NewLife Forest Restoration, LLC. The Company harvests timber from National Forests in 
Arizona within the provisions of a long-term contract with the United States Forest Service (the 
“Contract”). The Company has mill facilities in Heber, Arizona and Williams, Arizona, where it 
manufactures lumber and related by-products. The Company is constructing a third mill facility in 
Bellemont, Arizona. The Bellemont facility has completed phase one of construction and has commenced 
operations in 2021. 
 
Principles of consolidation 
The consolidated balance sheet of the Company includes the accounts of FEC Logging USA Holdings, 
LLC and its wholly owned subsidiaries, FEC Logging USA, Inc., Good Earth Power AZ, LLC, NewLife 
Forest Products, LLC, Seymour International Group, LLC, Seymour Forest Products, LLC, Lumberjack 
Timber, LLC and Just Right, LLC. 
 
All significant intercompany balances and transactions have been eliminated in consolidation. 
 
Use of estimates 
The preparation of the consolidated balance sheet in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions that 
affect the amounts reported in the consolidated financial statement and accompanying notes. Actual 
results could differ from those estimates. A significant estimate used in preparing this consolidated 
financial statement includes estimated timber volumes used in determining annual depletion of the 
Contract and future harvest plans. 
 
Cash 
The Company considers all highly liquid investments purchased with a maturity of three months or less to 
be cash. The Company may maintain cash in accounts which exceed amounts insured by government 
agencies. 
 
Accounts receivable 
Accounts receivable arise in the normal course of business and are reported net of an allowance for 
doubtful accounts. The allowance is based on management’s estimate of the uncollectible trade accounts 
receivable based on historical collection experience and management’s evaluation of the collectability of 
outstanding accounts receivable. The Company does not generally require collateral or other security to 
support accounts receivable. The Company believes that all accounts are fully collectible and has 
provided no allowance for doubtful accounts at December 31, 2020. 
 
Inventories 
Log and lumber inventories, including work-in-process, are stated at the lower of cost or net realizable 
value computed on the first-in, first-out (FIFO) method. 
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Note 1 – Description of Operations and Summary of Significant Accounting Policies (continued) 
 
Prepaid expenses and deposits 
Prepaid expenses are primarily comprised of prepayments made for the lease of certain property from an 
affiliate. Deposits relate primarily to payments made to vendors for equipment that has not yet been 
delivered to the Company by those vendors. 
 
Property, plant, and equipment 
Expenditures for maintenance, repairs, and renewals are charged to expense as incurred, whereas major 
betterments and new facilities are capitalized as additions to property, plant, and equipment. The 
Company provides for depreciation and amortization of their property, plant, and equipment principally by 
use of the straight-line method over the estimated useful service lives of the assets, ranging from 3 to 
39 years. 
 
The Company capitalizes interest on projects during their construction period. Capitalized interest as of 
December 31, 2020, amounted to approximately $1,359,000 and will be amortized when the respective 
assets are placed into service. 
 
Timber Contract 
The Company’s subsidiary, Good Earth Power AZ, LLC, acquired the third party that held the Contract 
with the United States Forest Service party in 2013 for $5,250,000. The Contract is stated at cost, less 
accumulated depletion. Depletion is computed based upon the acreage harvested over the total 
estimated total acreage stipulated in the task orders issued under the Contract. The cost and related 
accumulated depletion of the Contract was $5,250,000 and $1,454,435, respectively, at December 31, 
2020. 
 
The Company’s rights under the Contract allow for the harvest of public timber and generally requires the 
Company to cut and remove all merchantable timber on the specified tract and to pay for such at the 
contract rate as cut. The Company does not incur a direct liability for, or ownership of, this timber until it 
has been harvested. Therefore, stumpage expense is not recorded until the timber is cut. 
 
The Company must maintain roads used and perform certain restorations to forest areas it uses for 
transportation, equipment staging and storing. The Contract also calls for the Company to perform 
clearing of brush and other biomaterials where necessary. 
 
Impairment of long-lived assets 
The Company reviews their long-lived assets including property, plant, and equipment and its timber 
contract for impairment whenever events or changes in circumstances indicate that the carrying amount 
may not be recoverable. Recoverability of assets to be held and used is measured by a comparison of the 
carrying amount of an asset to future net cash flows expected to be generated by the asset. If an asset is 
considered to be impaired, the loss recognized is measured by the amount by which the carrying amount 
of the asset exceeds the fair value of the asset. Assets to be disposed of are reported at the lower of the 
carrying amount or fair value less costs to sell. 
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Note 1 – Description of Operations and Summary of Significant Accounting Policies (continued) 
 
Income taxes 
The Company is treated as a limited partnership for federal and state income tax purposes and, as such, 
is not subject to income taxes, rather, all items of taxable income, deductions, and tax credits are passed 
through to and are reported by its members on their respective income tax returns. Accordingly, these 
consolidated financial statements do not reflect a provision for income taxes and the Company has no 
other tax positions that must be considered for disclosure. 
 
Debt 
Liabilities for short-term and long-term debt are primarily carried at an amount equal to the unpaid 
principal balance, net of deferred loan costs. Short-term debt is debt coming due in the next 12 months, 
including that portion of debt otherwise classified as long-term. Deferred loan costs represent 
commitment and loan fees associated with obtaining financing. These costs are amortized over the terms 
of the respective financing agreements using the straight-line method which approximates the effective 
interest method. Deferred loan costs are presented as a contra-liability to the associated debt liability on 
the consolidated balance sheet. 
 
Application of variable interest entity accounting 
The Company accounts for a common control leasing entity based on the accounting alternative provided 
by Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) Topic 810, 
Consolidation, Applying Variable Interest Entities Guidance to Common Control Leasing Arrangements (a 
consensus of the Private Company Council). Adoption of this accounting alternative results in the 
Company not applying the variable interest entity (VIE) guidance contained in FASB ASC Topic 810 to a 
lessor entity under common control if certain conditions exist (Note 9). 
 
Subsequent events 
Subsequent events are events or transactions that occur after the balance sheet date but before the 
financial statement is available to be issued. The Company recognizes in the consolidated financial 
statement the effects of all subsequent events that provide additional evidence about conditions that 
existed at the date of the balance sheet, including the estimates inherent in the process of preparing the 
consolidated financial statement. The Company’s consolidated financial statement does not recognize 
subsequent events that provide evidence about conditions that did not exist at the date of the balance 
sheet but arose after the balance sheet date and before the consolidated financial statement was 
available to be issued. 
 
The Company has evaluated subsequent events through July 2, 2021, which is the date the consolidated 
financial statements were available to be issued. 
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Note 2 – Liquidity and Management Plans 
 
The Company is in the early stages of developing its operations and has not yet attained a volume of 
revenue and operating cash flows to support its operations. Additionally, the Company has made 
significant investments in property and equipment and plans to continue material capital expenditures 
through 2021. The Company is currently constructing a new sawmill with phase one of that project 
commencing in early 2021 with additional phases to be completed within the next year. Upon becoming 
operational, the Company believes that there will be adequate capacity and sales volume to achieve 
profitable operations. 
 
The accompanying consolidated balance sheet reflects significant debt, negative working capital and a 
net deficit. Historically, the Company has relied on borrowings to fund its operations and capital 
expenditures. The Company’s majority owner (“Lateral”) is also the holder of approximately $78 million of 
the Company’s outstanding debt at December 31, 2020. Lateral has made advances under its credit 
agreement in multiple tranches in 2020 and continues to do so in 2021. The Company typically makes 
weekly requests for funding in amounts sufficient for the following weeks payroll, operating expenses and 
capital expenditures. From January 1, 2021 through April 30, 2021, Lateral has advanced an additional 
$3.5 million. The Company has obtained a commitment from Lateral to continue to fund the Company’s 

operations through at least April of 2022 to a maximum amount of $2 million. Additionally, effective 
January 1, 2021, the Company entered into an agreement with a significant customer that provides for 
this customer to purchase 110% of the mutually agreed production targets as defined in the agreement, 
for up to 10 years. 
 
Although there can be no assurances, with continued support from Lateral and planned increased sales 
volumes, the Company believes it will be able to continue to meet its obligations to pay operating 
expenses on a timely basis and successfully implement its business plan. 
 
 
Note 3 – Inventories 
 
Inventories consisted of the following at December 31, 2020: 
 

Amount

Logs 213,833$          
Lumber inventory 213,828            

427,661$          

In-process products consist of harvested logs within varied stages of production to lumber. There were no 
material supplies and parts inventories at December 31, 2020. 
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Note 4 – Property, Plant, and Equipment 
 
Property, plant, and equipment consisted of the following at December 31, 2020: 
 

December 31,
2020

Land 1,237,032$       
Buildings 280,350            
Equipment 12,824,383       
Vehicles 872,644            
Furniture and equipment 46,025              
Construction in progress (including capitalized interest (Note 1)) 9,335,519         

Total property and equipment 24,595,953       
Less: accumulated depreciation and amortization (5,838,337)        

Property and equipment, net 18,757,616$     

Depreciation commences on construction in progress assets when the assets are placed in service. 
 
 
Note 5 – Leases 
 
The Company leases certain land and building facilities as well as equipment under operating lease 
agreements with terms ranging from 3 to 10 years with expirations from December 2021 through October 
2030. Future minimum lease payments on operating leases with initial non-cancelable terms of greater 
than one year are as follows: 
 
Years Ending December 31, 
2021 3,032,778$       
2022 2,870,627         
2023 2,624,270         
2024 2,606,533         
2025 2,550,000         
Thereafter 12,325,000       

Total 26,009,208$     
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Note 6 – Long-Term Debt 
 

December 31,
2020

Note payable ("Lateral Note"), interest at a variable rate of LIBOR
plus 12% (14% at December 31, 2020), principal is payable 
in full at the maturity date of May 15, 2022, collateralized by
substantially all assets of the Company. Further described below. 78,152,165$     

Equipment financing arrangement, to be converted  
to a capital lease upon attainment of final draws of up to 
approximately $5.8 million and completion of installations. 
Further described below. 1,943,542         

Unsecured note payable to a related party, Roger Stolworthy, the primary
member of Good Earth Power, AZ, LLC. Further described below. 1,420,012         

Unsecured note payable to third party, interest at 10% per annum,
principal and interest payments of approximately
$104,000 due monthly through April 2022. 1,547,571         

Unsecured note payable under the Paycheck Protection
Program established by the Coronavirus Aid, Relief, and 
Economic Security (CARES) Act at a fixed rate of 1%.
The maturity date is May 3, 2022.  Further described below. 1,340,974         

Equipment loans due to various lenders, interest rates and
maturities vary, monthly installments of principal and interest range from
$600 to $8,000 due at various period through 2024. The notes are 
collateralized by the equipment under the arrangement. 1,454,322         

Unsecured notes payable to various third parties, interest rates and 
maturities vary with certain due on demand and others with minimum
required monthly payments of $25,000. 1,456,649         

87,315,235       
Less: current portion (5,560,874)        
Less: unamortized loan fees (3,196,210)        

78,558,151$     

 
The Lateral Note was structured allowing for multiple funding advances in various tranches through 
December 31, 2020. Through December 31, 2020, the Company has received advances under the 
Amended Credit Agreement of approximately $68,000,000. On December 17, 2020, the Company and 
the lender agreed to add accrued and unpaid interest of approximately $10,000,000 to the outstanding 
principal of the note. The Lateral Note contains covenants including financial covenants such as EBITDA 
and leverage ratio requirements that begin in the year ended December 31, 2021. 
 
  



 
FEC Logging USA Holdings, LLC and Subsidiaries 
Notes to Consolidated Financial Statement 
 
 

10 

Note 6 – Long-Term Debt (continued) 
 
The equipment financing arrangement allows for the Company to request advances from the lender of up 
to approximately $5.8 million for equipment purchases. Upon reaching the advance limit and completion 
of the installation of the related equipment, the arrangement will convert to a capital lease with a two-year 
term and bargain purchase option. At December 31, 2020, the Company had taken net advances of 
$1,943,542. The Company anticipates completing the advances and installations in 2021. Until that point, 
the Company makes monthly rental payments to the lender that are calculated based on the cumulative 
amount of the advances and are not applied against the net advances. Those monthly payments at 
December 31, 2020, were calculated to be approximately $120,000. 
 
The unsecured note payable to Roger Stolworthy was restructured effective December 2020. The 
obligation was previously structured as a leasing arrangement for equipment provided by the related party 
to the Company, with this arrangement qualifying for capital lease classification. To better utilize available 
working capital resources, the obligation was restructured to a note payable that requires interest to 
accrue at an annual rate of 10% from inception of the note (December 31, 2020) through January of 
2022. In January 2022, all unpaid and accrued interest amounting to $142,000 will be added to the 
principal, and the Company will be required to make monthly principal and interest payments of $50,401 
on the principal balance of $1,562,000 through December 2024. 
 
The Company received funding under the Paycheck Protection Program (PPP) as part of the CARES Act, 
administered by the U.S. Small Business Administration in the form of a note payable to Wells Fargo 
Bank. Under the terms of the Note, the Company received total proceeds of $1,340,974 bearing interest 
at a rate of 1% per annum with a maturity date of May 2022. In addition, principal and interest payments 
amounting to approximately $56,000 are required to begin approximately June 2021 and will continue 
through April 2022 when all unpaid principal and interest will be due. The loan is subject to the terms and 
conditions applicable to loans administered by the U.S. Small Business Administration under the CARES 
Act. Under the terms of the PPP, the principal may be forgiven if the loan proceeds are used for qualifying 
expenses as described in the CARES act, such as payroll costs, benefits, rent, and utilities. The 
determination of how much of the loan, if any, may be subject to forgiveness would be determined by the 
Small Business Administration. 
 
The estimated aggregate amounts of long-term debt maturities for future years are as follows: 
 
Year Ended December 31,
2021 5,560,874$       
2022 79,822,214       
2023 664,425            
2024 625,870            
2025 52,837              
Thereafter 589,015            

87,315,235$     
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Note 7 – Members’ Equity 
 
The Company has three classes of equity units issued and outstanding as of December 31, 2020, as 
follows: 
 
• 2,996,507 Class B Preferred Units 
• 822,386 Class A-1 Common Units 
• 31,053 Class A Preferred Units 
 
Only the Class A-1 Common units have voting rights. The Class B Preferred have first preference, 
Class A-1 Common second preference, and Class A Preferred third preference for distributions until such 
distributions equal amounts specified in the Company’s Operating Agreement. Upon meeting those 

specified distribution amounts, Class A-1 Common Units receive the remainder of any distributions. 
Liquidation preferences follow the same order and amounts as the distributions as noted above. 
 
 
Note 8 – Related Parties 
 
The Company has various related-party transactions with amounts due as of December 31, 2020, as 
follows: 
 
• Note payable due to its majority member amounting to $78,152,165 (Note 6). 
 
• Accrued fees associated with note payable to majority member amounting to $3,249,841. 
 
• Note payable due to Roger Stolworthy amounting to $1,420,012 (Note 6). 
 
• Note payable and accrued interest due to an entity related to its majority member amounting to 

$312,663. 
 
• Note receivable due from a member amounting to $625,627. The note will accrue monthly interest 

(non-compounding) at an annual interest rate of 12% through December 31, 2025, at which point all 
unpaid interest and principal are due. 

 
 
Note 9 – Related-Party Lease (with Unconsolidated VIE) 
 
Windfall Assets LLC (“Windfall”) is an entity owned by the controlling membership of the Company. 
Windfall’s primary business activity is certain commercial real estate that is being leased to the Company. 
Windfall is a related party under common control. Windfall has total assets, liabilities, and members’ 

equity of approximately $9,397,000, $4,311,000 and $5,086,000, respectively, as of December 31, 2020. 
 
The Windfall lease requires monthly payments of $212,500, with the lease term expiring October 31, 
2030. Windfall has a note payable to a private commercial lender collateralized by the real estate under 
the lease. The note requires monthly interest only payments until it’s maturity on March 2023 at which 

time all unpaid interest and principal are due. The outstanding balance, net of debt issuance costs, on 
Windfalls’ note payable was $3,700,000 as of December 31, 2020.  
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Note 10 – Commitments and Contingencies 
 
Timber contract 
The Company’s Contract with the United States Forest Service provides the rights for the Company to 
harvest an estimated 39,437 tons of timber and biomass based on task orders issued under the Contract. 
The aggregate stumpage commitment is estimated to be $1,935,516 at December 31, 2020. The 
stumpage costs on a per ton basis are stipulated in each of the individual task orders. Based on current 
estimates, these commitments are scheduled as follows: 
 

Estimated Tons
Estimated 

Stumpage Cost

2021 3,584                175,898$          
2022 17,488              858,288            
2023 18,365              901,330            

39,437              1,935,516$       

 
Litigation 
The Company is involved in a minor legal proceeding encountered in the normal course of business. 
While any litigation or investigation has an element of uncertainty, the Company believes that the 
outcome of any lawsuit, or claim which is pending or threatened, or all of them combined, will not have a 
materially adverse effect on their combined financial condition or operations. 
 
Capital improvement projects 
The Company has begun various capital improvement projects consisting primarily of the expansion and 
rebuilding of its production facilities. Project costs related to this project and included in construction in 
process as of December 31, 2020, totaled approximately $6.8 million. This project is expected to be 
completed in 2022 with an estimated remaining cost of approximately $22,582,000. The Company will be 
financing the projects through their existing credit arrangements and additional funding they are pursuing. 
 
 
Note 11 – COVID-19 Pandemic 
 
In March 2020, the COVID-19 outbreak was declared a pandemic by the World Health Organization. 
A variety of federal, state, and local governments have taken actions in response to the pandemic, which 
have ranged by length and jurisdiction, but could result in negative consequences if factories are forced to 
shut down, or if the Company’s suppliers and customers are otherwise impacted.  
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Unaudited Condensed Balance Sheets 

Mar 31st, 
2021 

June 30th,  
2021 

ASSETS
Current Assets

Cash 1,197,327 964,910 
Accounts Receivable 262,342 199,346 
Inventory 314,245 392,235 
Prepaid Expenses 148,078 276,143 
Payroll Advance 1,150 800 

Total Current Assets 1,923,143 1,833,434 

Forestry Contract Value 3,795,565 3,795,565 
Notes Receivable 635,417 635,417 
PPE, Net 20,102,803 22,386,856 

TOTAL ASSETS 28,651,271 

TOTAL ASSETS 26,456,927 28,651,271 

LIABILITIES & EQUITY
Liabilities

Current Liabilities
Accounts Payable 1,093,715 1,270,687 
Accrued Liabilities 3,620,694 3,479,057 
Accrued Interest 12,197 15,541 

Current Portion of LT N/P 289,914 714,914 

Total Current Liabilities 5,016,521 5,480,199 

Long Term Liabilities
Capital Leases 4,034,135 5,145,028 
Promissory Notes 4,342,088 4,114,865 
Lateral Term Loan 83,901,430 91,243,599 
Deferred Loan Fee's (2,615,081) (2,033,952)
Heber Mortgage 723,285 711,985 
PPP Loan 1,340,974 1,340,974 
Deferred Rent 24,200 20,663 

Total Liabilities 91,751,031 106,023,362 

Equity
Class A 15,905,000 15,905,000 
Class A1 24,169,199 24,169,199 
Class B 248,761 248,761 
Retained Earnings (108,536,235) (115,492,711)
Net Income (2,097,348) (2,202,341)

Total Equity (70,310,624) (77,372,092)

TOTAL LIABILITIES & EQUITY 26,456,927 28,651,271
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Unaudited Condensed P&L 

Q1 - 2021 Q2 – 2021 

Revenues        2,018,529        2,546,879 

       Cost of goods sold        2,594,501        2,637,346 

                Gross Profit         (575,972)        (90,467)

Other Operating Expenses         1,490,336         1,440,358 

      General & Administrative          287,163          406,134 

Income from operations         (2,353,471)          (1,936,959)

Interest expense           3,465,067           3,701,201 

        Other expense, net           458,146           1,423,309 

Net loss          (6,276,684)           (7,061,468)
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Unaudited Condensed Statement of Cash Flows 

For the 6 months ending June 30, 2021 

OPERATING ACTIVITIES 

Adjustments to reconcile Net Income to net cash provided by operations: 

Net Income   (13,338,152)

   Accounts Receivable          (37,701) 

   Deposits          (42,494) 

   Prepaid Expenses         475,313  

   Inventory        (135,977) 

   Accounts Payable         175,817  

   Accrued Expenses        (138,459) 

   S/T notes payable         118,000  

   Accrued Interest             6,650  

   Inventory - Logs         171,403  

Net cash provided by Operating Activities   (12,745,599)

INVESTING ACTIVITIES 

   Machinery & Equipment        (673,870) 

   Vehicles        (136,969) 

   Computer Equipment            (6,507) 

   Software            (1,647) 

   Machinery & Equipment Accum Dep         727,412  

   Other Depreciation           99,096  

   Construction in Progress     (3,636,755) 

   LT N/R Future Earth            (3,790) 

Net cash provided by Investing Activities     (3,633,030) 

FINANCING ACTIVITIES 

   Capital Leases         251,312  

   L/T Notes Payable        (294,741) 

   Deferred Rent - Portco            (7,072) 

   Lateral L/T Loan    13,091,433  

   Deferred Loan Fees      1,162,258  

   L/T VFI Corporate Finance      2,320,085  

Net cash provided by Financing Activities    16,523,275  

 Net cash increase for period         144,647  

   Cash at beginning of period         209,943  

Cash at end of period         354,590  
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Management Discussion & Analysis – August 3, 2021 

1. Description of Business 

NewLife Forest Restoration LLC (the Company) is a Delaware Limited Liability Company formed in 2017 
to work with the United States Forest Service in restoring America’s forests and produce appearance 
grade pine lumber and byproducts. The Company currently has a presence in three locations: a 
corporate office in Mesa, AZ, a sawmill in Heber, AZ and lastly an engineered wood products plant 
currently under development in Bellemont, AZ.   

2. Gross Profit 
Notwithstanding the Pandemic during 2020, the company has seen significant improvement in Gross Profit 
margins in 2021.  This is in large part due to improvements in operational efficiency brought on by the new 
CEO & COO/CFO.   

3. Net Loss 
Net losses increased in 2021 due to two primary factors affecting production volumes: 

• Log Supply: Due to the operational shutdown from covid in 2020, Q2 USFS forest fire suspension of 
operations, forest access suspension due to the monsoon season, and a reliance on 3rd party timber 
sale log purchases, it has been difficult to accumulate a log inventory to enable consistent operations. 
The Company has begun the process of ramping up harvesting operations on 4FRI Phase I task orders 
and so should be less affected going forward as NLFP will be able to supply increased volume of logs 
to the conversion facilities without relying on 3rd party timber sale operators. 

• Labor and operating expenses for the EWP Plant during construction increased overall costs for H1 
and should be offset beginning in Q3 as operations commence and sales are initiated. 

4. EWP 
• The EWP Plant continued to be installed during Q2. OEM equipment delivery delays directly 

attributable to the pandemic moved substantial completion of installation from Q2 to Q3. All 
components are delivered and installation proceeded at an accelerated pace by the end of Q2. 

5. ASSETS 
• Property, Plant and Equipment increased by $2.2 million in the second quarter of 2021, due mainly 

to the purchase and installation of the EWP Plant. 

6. ACCOUNTING  
• NLFR uses accrual-based accounting practices consistent with GAAP.  
• NFLR uses straight-line depreciation for buildings and equipment. 

7. LOG SUPPLY 
• Internal harvesting operations resumed during Q1 with one operating side being activated. 

Negotiations have taken place with harvesting contractors and three contractors are in the process of 
signing contracts with NLFP to harvest and deliver logs and biomass from NLFP Task Orders. This 
will increase available logs for the converting facilities in Q3. 
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Introduction 
Presented in this report (the “Report”) are the results of our review, as Independent Engineer, of one 
operating sawmill (“Lumberjack”), a new sawmill currently being engineered (“Windfall”), and a new 
engineered wood products facility that is in the same building that is to house Windfall (“EWP” and 
collectively with Lumberjack and Windfall the “Facilities”).  EWP is receiving purchase orders that are being 
placed on the EWP order file and is producing finished product accordingly.  The Facilities and NewLife 
Forest Products, LLC (the “Logging Company” or ”Operator”) combined are referred to herein as the 
“Project.”  The owner of the Project is NewLife Forest Restoration, LLC (the “Owner”).  The Owner is the 
holding company for Just Right, LLC, Good Earth Power AZ, LLC, which in turn owns, Pioneer Forest 
Products Corporation, and the Operator.  This Report has been prepared in connection with the proposed 
bond financing of the Project. 

This Report has been prepared in accordance with the Professional Services Agreement, dated 
February 5, 2021, between Leidos Engineering, LLC (“Leidos”) and the FEC Logging USA Holdings, LLC, 
which is the former name of the Owner (the “Agreement”).  This Report was developed in connection with 
the financing of the Project through a bond issuance for the benefit of the Owner and should not be used 
for any other purpose without the express authorization of Leidos.  The Report has been developed based 
on the needs of the Owner and incorporates our analysis of the information made available to us by the 
Owner, including documents, written correspondence, and/or oral communications.  Further, the level of 
detail presented in the Report reflects our interactions with the Owner through the course of our review, 
thus it does not reflect a comprehensive record of our analysis nor a complete accounting of the information 
we reviewed.  Accordingly, other readers of the Report that have not been involved over the course of our 
review could find the information contained herein to be incomplete. 

During the preparation of the Report, we have reviewed the various agreements and proposed agreements 
provided to us by the Owner, as required for the engineering, equipment supply, installation, 
interconnection, operation, log supply, and product sales of the Project.  These agreements (collectively, 
the “Project Agreements”) set forth the obligations of each of the parties with respect to the installation and 
operation of the Project.  As Independent Engineer, we have made no determination as to the validity and 
enforceability of the Project Agreements; however, for the purposes of this Report, we have assumed the 
contracts will be fully enforceable in accordance with the respective current terms and that all parties will 
comply with the provisions of their respective agreements, and that the draft agreements will be executed 
in materially the same form as those provided for our review. 

We visited the Project on April 13, 2021 through April 14, 2021 and made above ground observations of 
Lumberjack and the status of installation for Windfall and EWP.  We made a second visit to EWP on 
October 5, 2021 and observed operation of the first line of EWP.  We have reviewed:  (1) the background 
and qualifications of the various Project participants; (2) proposed method of installation of Windfall and 
EWP; (3) conditions at each facility site; (4) log supply and Project lumber production; (5) Project production 
capacity; (6) Lumberjack one-line diagrams and preliminary electrical design for Windfall and EWP; (7) the 
warranties for Project equipment; (8) the status of permits and government approvals; (9) new kiln at 
Lumberjack, Windfall, and EWP installation costs and schedules; (10) the projected operations and 
maintenance (“O&M”) costs for the Projected estimated by the Owner; (11) the Phase I environmental site 
assessments (the “ESAs”) for the Project; (12) various geotechnical and structural engineering reports; and 
(13) key environmental permits and approvals.  
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Based on our review, we have prepared a projection of lumber and wood products production, revenues, 
and expenses of the Project, which are attached as Exhibit 1 to this Report (the “Projected Operating 
Results”).  The Projected Operating Results have been developed on a cash basis and may not conform 
to Generally Accepted Accounting Principles (“GAAP”). 

Certain statements included in this Report constitute forward-looking statements.  The achievement of 
certain results or other expectations contained in such forward-looking statements involve known and 
unknown risks, uncertainties and other factors, which may cause actual results, performance, or 
achievements described in the Report to be materially different from any future results, performance, or 
achievements expressed or implied by such forward-looking statements.   

We do not plan to issue any updates or revisions to the forward-looking statements if or when changes to 
our expectations or events, conditions, or circumstances on which such statements are based, occur.  No 
warranty, guarantee, or promise, express or implied, related to any future results, performance, or 
achievements associated with such forward-looking statements is provided.   

Executive Summary, Observations, and Conclusions 

Executive Summary 

Project Overview 

Lumberjack is currently a two-line sawmill (two saws that convert logs to cants) that is located in Heber, 
AZ, at which the Owner plans to install a new kiln and add a second shift (the “Lumberjack Site”).  The key 
equipment in the current configuration of Lumberjack consist of a debarker, metal detector, two band saw 
headrigs, edger saw, gang saw, resaw saw, trim saw, lumber stacker, two kilns, planer and finish trimmer, 
bander, and wrapping station.  The Owner’s production reports confirm that the current annual capacity of 
Lumberjack is capable of achieving 14 million board feet (“MMBF”).  The forecast production after adding 
a new kiln and a second operation shift is to be approximately 40 MMBF annually with any further upgrades 
being financed through cash flows.  In addition to lumber, Lumberjack will produce residual revenue through 
the sale of bark, sawdust, wood chips, and planer shavings. 

Windfall is to be a new, three-line, sawmill and planer mill, located within two adjacent bays within an 
existing building in Bellemont, AZ.  The key equipment to be included at Windfall is similar in nature to that 
of Lumberjack but will include lines with faster processing capacities than that of Lumberjack.  The projected 
annual capacity of Windfall after a 13-month ramp in production from startup is approximately 122.1 MMBF.  
In addition to lumber, Windfall will produce residual revenue through the sale of bark, sawdust, wood chips, 
and planer shavings.   

EWP is to be a new engineered wood products two-line facility located in a single bay within the same 
building in Bellemont, AZ, that houses Windfall (the “Bellemont Site”). The first line of EWP is being installed 
currently and the Owner reports that two chop saw optimizers, bins, finger jointer, moulder, and rip line are 
currently operating and producing saleable products.  The key equipment centers to be included at EWP 
are to be chop saw optimizing, finger jointing, moulding, edge/face gluing, and paint/priming.  The projected 
annual capacity of EWP after a 19-month ramp in production, which includes the addition of the second 
line, from startup is approximately 33.6 MMBF.  The EWP ramp up will be in conjunction with Windfall. 

Windfall is to be engineered by Wood-Mizer Sawmilling Solutions, LLC (“Wood-Mizer” acting in such 
capacity as the “Windfall Engineer”) pursuant to an engineering services agreement between the Operator 
and Wood-Mizer dated January 8, 2021, (the “Windfall Engineering Agreement”).  Windfall will be 
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engineered and installed in three parts, Mechanical, Structural, and Electrical.  The installation agreements 
are currently being negotiated by the Owner and are expected to be finalized by mid to late September.  
We will review and summarize the installation agreements during the construction monitoring phase of the 
scope of work.       

 Mechanical - Wood-Mizer pursuant to the Windfall Engineering Agreement will engineer any new 
saw equipment.  Wood-Mizer will also provide technical field assistance during equipment 
installation of their equipment pursuant to a draft purchase agreement between the Owner and 
Wood-Mizer that is expected to be finalized by mid-September.  The Owner has paid deposits to 
Wood-Mizer to ensure timely delivery and installation of the equipment.  BEP Engineering Services 
Ltd. (“BEP”) will engineer the planer mill but will not be providing the planer. 

 Structural – KTC Industrial Engineering LTD. (“KTC”), pursuant to an engineering services 
agreement between the Operator and KTC dated May 14, 2021 (the “KTC Engineering 
Agreement”), will engineer structural layouts for the sawmill & planer mill.  Once final drawings are 
completed (expected September 30, 2021), the Operator will issue a structural bid package for 
structural fabricators to quote.  Part of the bid process will include selecting a structural contractor 
who will assist Wood-Mizer in their equipment placement on the fabricated structure. 

 Electrical – IMEG Corp. (“IMEG”), pursuant to an engineering services agreement between the 
Operator and IMEG dated May 3, 2021 (the “IMEG Engineering Agreement”), will engineer 
electrical layouts for the sawmill, kilns, & planer mill.  Once final drawings are completed (expected 
September 30, 2021) the Operator will issue an electrical bid package for electrical installers to 
quote.    

EWP is to be engineered, procured, and installed by the Owner.  The Owner has procured the first line of 
EWP equipment, a majority of which has been installed and is currently producing dimensional lumber for 
sale.  Once volumes at Windfall and Lumberjack reach long term run-rates, the Owner plans to expand the 
EWP capabilities by adding a second line that utilizes the existing space and replicates the first line’s 
equipment.  This second line will be installed after closing the bond issue starting in late 2022 and is to be 
completed in the second quarter of 2023.  Because the second line is to be materially similar to the first 
EWP line in design, the engineering required for the second line is expected to be minimal.  The second 
line of equipment has not yet been procured by the Owner.   

O&M services for the Facilities are to be provided by the Operator.   

We reviewed the Phase I contract executed in connection with the Four Forest Restoration Initiative (“4FRI”) 
between Pioneer Forest Products Corporation, a wholly owned subsidiary of Good Earth Power AZ, LLC, 
an affiliate of the Operator (both wholly owned by the Owner) and USDA Forest Service, Southwestern 
Region (“Forest Service”), dated May 18, 2012, which is discussed in further detail later in the Report (the 
“4FRI Phase I Contract”).   

The lumber will be sold to International Forest Products LLC (“IFP”) pursuant to a Purchase and Sale 
Agreement with the Operator dated January 1, 2021 (the “IFP Sale Agreement”).  The term of the IFP Sale 
Agreement is 10 years. The residual products are sold under short term sales agreements within the local 
market at market rates. The Operator has letters of intent with local, existing customers to support growing 
residual sales to match production outputs. 
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Observations and Conclusions 
We offer technical comments, conclusions, and recommendations throughout the Report.  Therefore, the 
reader is advised to review the entire Report carefully for a comprehensive understanding of the Project 
and our assessment of the same.  The purpose of these observations and conclusions is not to summarize 
all of the detailed comments included throughout the Report, but instead to give the reader a brief overview 
of our assessment of the Project from a technical perspective, effective as of the date of this Report.   

Set forth below as numbered items are the principal opinions we have reached regarding our review of the 
Project.  For a complete understanding of the estimates, assumptions, and calculations upon which these 
opinions are based, the Report should be read in its entirety.  The numbered items below represent our 
conclusions.  The lettered items below are observations which support the conclusions.  All capitalized 
terms in this section are as defined in the body of the Report.  On the basis of our review and analyses of 
the Project and the assumptions set forth in this Report, we are of the opinion that:  

1. The Owner, Operator, and Wood-Mizer, have demonstrated their respective responsibilities as EPC 
contractors, equipment suppliers, and operators of sawmills or engineered wood product facilities and 
as such should be able to install Windfall, second line at EWP, and the kiln at Lumberjack and operate 
and maintain the Project.    

2. Provided that the kiln provider and Owner as the EPC Contractor follow the recommendations in the 
Lumberjack Geotechnical Report and Windfall and EWP Geotechnical Report regarding the Facilities 
development, access, and subsurface conditions, as applicable, the Lumberjack Site and Bellemont 
Sites are suitable, from an infrastructure and geotechnical perspective, for installation and O&M of the 
Facilities.    

a. The Lumberjack Geotechnical Report was produced in a manner consistent with expectations and 
should be sufficient to develop the required foundation designs.  The Owner is accepting the 
subsurface risk for Lumberjack which, based on Lumberjack Geotechnical Report, should be low.  
Further, the Owner reports the kiln will be installed under a turnkey contract with the kiln provider.      

b. The Windfall and EWP Geotechnical Report was produced in a manner consistent with 
expectations and should be sufficient to develop the required foundation designs.   

c. The Owner acting as the EPC contractor for Windfall and EWP is taking on subsurface risk.  Given 
the nature of the equipment at the Bellemont Site, we consider the risk being taken as low.   

3. The Lumberjack Site is adequate size to support the installation and operation of Lumberjack.  Further, 
the Bellemont Site is adequate size to support the installation and operation of Windfall and EWP either 
through the procurement of the Bellemont Site Expansion or the utilization of the Williams, AZ site for 
log storage.     

a. The Windfall railroad track spur design is to be updated by Mountain States to reflect the alternative 
design recommendations provided by WTI, which allows the ballast layer to be reduced to 6 inches 
of thickness.     

4. Given the nature of the lumber mill and engineered wood product facilities and the experience of the 
Owner’s senior management, the hiring of a construction manager, which has occurred, and assuming 
careful Owner oversight of installation, the procurement and installation approach in the absence of a 
wrapped turnkey agreement, is reasonable.  The kiln supplier for the Lumberjack kiln and the Owner 
as the EPC Contractor for EWP and Windfall is responsible for commissioning and start-up.  Further, 
the Owner has provided the necessary interconnections for the major off site requirements, including 
water supply, fuel supply, and electricity supply.    
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5. The estimates, which serve as the basis for the Total Construction Costs, were developed in 
accordance with generally accepted engineering practices and methods of estimation.  Further, the 
Total Construction Costs should be sufficient to complete the Project.    

6. Barring unforeseen events that are prejudicial to material delivery, equipment delivery, or construction 
that directly affect the Facilities, the approximate 20 month schedule from completion of engineering 
through Final Completion is achievable using generally accepted construction and Project management 
practices and adhering to a detailed work plan.      

7. The logging, sawmill, and engineered wood products technology proposed for the Project is a sound, 
proven method of harvesting trees, producing lumber, and manufacturing lumber, respectively and can 
be applied consistent with the technical requirements of the 4FRI Phase I Contract.  Further, based its 
operating experience to date, the key pieces of equipment utilized or to be utilized at logging operation, 
Lumberjack, Windfall, and EWP are proven design(s).  Lastly, the Owner has adequately provided the 
interconnections for the major off-site requirements, including fuel, electric, water supply, and 
wastewater disposal.   

a. The Logging Company is using equipment and processes that are typical for harvesting trees.   

b. Based on conversations with industry veterans, it is common for salvaged/used equipment to be 
utilized at another facility based on that facility’s unique regional economic or market condition.   

c. Lumberjack and Windfall utilize materially similar processes with one another and other lumber 
mills in the industry.   

8. The production of lumber, residual products, and logging production and associated costs as projected 
by the Owner and as represented in the Projected Operating Results should be achievable.  There may 
be times when the actual production performance is above or below the average performance stipulated 
herein.      

a. The Owner has a reasonable expectation for board feet per log (“BF/log”) and that they are 
expecting overruns, a lumber industry term meaning actual board foot recovery exceeds 
expected average recovery.  In general, there is an industry expectation to have overruns from 
smaller logs with the percentage overrun diminishing as the log diameter increases.  The 
percent overruns calculated in Table 10 are reasonably consistent with industry reported 
overruns for pine product per log diameter.  Additionally, we note that the BF/log forms the 
basis for BF/shift parameter once the logs per shift is known.  As discussed in the next section, 
logs per shift is based upon the feed speed of the headrig saw.  It is the BF/shift parameter that 
is used to drive lumber BF output in the Projected Operating Results.    

b. We see that the Owner is imposing a more conservative BF per green ton (“GT”) estimate in 
the Pro Forma than expected.  In other words, the Owner is requiring more log input (tons) for 
the same output (BF) in the Pro Forma.  Given all the variables associated with sawmilling and 
particularly the variance with density of the log input, we consider a more conservative BF/GT 
estimate as reasonable.    

c. We observed that the Windfall Hurdle line parameters discussed are actually values associated 
with production at the existing location at the GPR facility.  Once fully incorporated at Windfall, 
it will combine with the two TV6000 lines and overall, the Windfall facility should produce at 
240 BF/GST.  We consider this reasonable.   

d. The Owner’s assumptions for green residuals on a GT per thousand board foot measure 
(“MBF”) basis appear reasonable.      

e. We consider the measures of mill recovery efficiency anticipated by the Owner based on the 
technical inputs to the Pro Forma to be reasonable and consistent with typical industry 
performance.    
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f. The planer shaving assumption of 0.38 tons/MBF is reasonable and is consistent with industry 
performance.    

g. Leidos concurs with the results of the current EWP production analysis and considers it 
reasonable that the projected EWP production rates should be achieved.   

h. The projection for sawlog per acre is well within the timber supply capacity projected for the 
next twenty years.   The truck carrying capacity of 28.5 tons is a reasonable assumption.    

i. On average, the inputs of $1.75 per mile for 300 roundtrip miles to Lumberjack and $4.00 per 
mile for 60 roundtrip miles to Windfall are reasonable.    

j. On average, the forestry biomass/slash cost inputs utilized appear reasonable.    

9. The staffing plan, organizational structure, and operating programs and procedures that are currently 
in place at/proposed for the Project are consistent with generally accepted practices in the industry and 
are appropriate for the Project.     

a. The means and methods of shipping to be employed by the Operator is typical in the sawmill 
industry.   

b. The timing of bringing staffing on-board at Lumberjack and Windfall appears reasonable.   

10. The June 2021 Phase I ESA performed by WTI for the leased rail site, and and the October 2021 Phase 
I ESAs performed by WTI for the Bellemont Site, the Lumberjack Site, the GPR Site, and Garland Mill 
were conducted in a manner consistent with industry standards, using comparable industry protocols 
for similar studies with which we are familiar.        

11. The Owner has identified and obtained the key environmental permits and approvals that are currently 
necessary for installation and commercial operation with the exception of a Class I Air Quality Permit.  
The Class I Air Quality Permit application was submitted on May 14, 2021, has been deemed 
administratively complete, and will enter the public comment period in mid-September and the Owner 
expects it to be issued at the end of October.  The expected timing of receipt of the permit coincides 
with the timing of the installation of the equipment at Windfall.  While there are certain minor or 
ministerial permits and approvals that have not yet been obtained, we are not aware of any technical 
circumstances that would prevent the issuance of these remaining permits and approvals.   

12. Based on the lumber and residual product projections estimated by the Owner, the projected net 
operating revenues from the sale of lumber and residual products less operating and maintenance 
costs, and administrative and general costs, as shown in Exhibit 1, are achievable.  As noted by the 
Owner, per the bond indenture, the calculation of the debt service coverage ratio does not include 
leased equipment costs, and as such, these costs have not been included in the calculation of the net 
operating revenues shown in Exhibits 1.      

a. The Operator should be capable of complying with the acceptance criteria under the 4FRI 
Phase I Contract and based on conversations with the Owner and Operator the budget 
assumes removal of all cut down tree materials, which is a conservative assumption.   

b. Based on limited publicly available market information, the fees associated with the IFP Sales 
Agreement are consistent with the market.   

13. On the basis of our reviews, analyses, and investigation of the Project and the assumptions set forth in 
this Report, the capital costs projected by the Owner and shown in Exhibit 1, are reasonable and should 
be sufficient to support the Projected Operating Results.   

Lumber Industry Primer 
The intent of this primer is to compare the key differences between a sawmill or engineered wood products 
facility and an asset that is more commonly non-recourse project financed.  The primer describes the variety 



NewLife Forest Products  
Independent Engineer’s Report 
Page 7  
 

337347_NewLife_IER_FINAL_R9_001_MPG.docx 

in lumber mill feedstocks and products and the methods the lumber industry uses to build new lumber mills, 
as well as introduces key terms.   

Logs as Feedstock and Lumber as a Product 

The products from sawmills and engineered wood product facilities are highly variable as is the feedstock 
logs.  Different trees produce different quality wood and within any species of tree there is significant 
variability in the size of the log and the amount of knots in the log, which affect the amount of lumber 
produced from any given log and the quality of that lumber.  Ponderosa pine is the primary tree used by the 
Project, which is not suitable as a structural wood product.  As such, the Project will be selling into the 
appearance grade lumber market.  Table 1 provides an overview of appearance grade lumber quality 
designations, which directly affects lumber value where the higher the grade the higher the value of the 
board.  Lumber appearance grades are subjective.  The primary characteristic in a piece of lumber is a knot 
for which there are multiple grades of knots.   

Table 1 
    Description of Appearance Grade Lumber Quality (1) 

Lumber Quality Designation Description of Quality Designation 
C and Better Select (“C&Btr”) Virtually clear, nearly blemish-free grade from the clear portion 

of the log  
D Select (“D”) Same as C&Btr but with slightly more blemishes in the board 
#2 and Better Common (“#2&Btr”) Intended for paneling, shelving, and other applications for which 

a fine appearance in knotty material is desirable 
#3 Common (“#3”) Used when appearance and strength are important, and is 

widely used for similar applications as #2&Btr including fences, 
boxes, crating, sheathing, and industrial applications 

#4 Common (“#4”) Graded more for serviceability than appearance, and is not 
intended for exposed construction 

#5 Common (“#5”) Intended for economy-driven applications 

1) Grades are listed in decreasing value. 

In addition to the variability in log quality, which ultimately results in variability in lumber quality described 
in Table 1, the size of the lumber product can also vary significantly.  The most common descriptor of 
lumber is by thickness of the board with the two most common being nominally 2 inches thick (“2x,” 
pronounced “two-by”) or 1 inch thick (“1x,” pronounced “one-by”).  2x and 1x boards will come in multiple 
widths, most commonly 4 inch (i.e. 1x4 or 2x4), 6 inch, 8 inch, 10 inch, and 12 inch widths, which are all 
nominal values.  The third dimension, length, also varies from 8 feet to 16 feet at 2 foot increments.  There 
are other dimensional lumber sizes but these are the most common.  The value of any particular board size 
will vary with market conditions.  This variability in log quality, lumber quality, and lumber size requires 
sawmill owners to be flexible in what they produce in an effort to maximize the value of a sawmill or 
engineered wood product facility.  This flexibility is achieved by the design of sawmill equipment that allows 
blades to be altered to produce the full range of dimensional lumber sold into the market either automatically 
or by very quick manual resetting of blade locations.  Further, with the advent of laser measurement of log 
size and lumber quality, and controls automation that accounts for current market conditions, owners can 
optimize each incoming log for the current market conditions.  This flexibility is dramatically enhanced by 
an engineered wood products facility, which can convert #3, #4, and #5 lumber into higher value C&Btr, D, 
and #2&Btr lumber.   
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Construction of Facilities 

The typical terminology for building of a heavy industrial facility is to engineer, procure, and construct 
(“EPC”) a facility.  The engineering refers to the design process of a facility that involves assessment of the 
geotechnical, civil, structural, electrical, mechanical, chemical, and thermal design characteristics such that 
the integrated system performs seamlessly.  The procurement refers to the purchase of all of the required 
equipment and materials based on the design.  Lastly, the construction refers to the numerous activities 
required to physically produce a project.   

The equipment at many sawmills or engineered wood product facilities weigh a few thousand pounds and 
can be delivered on a standard flatbed long-haul truck.  This equipment and the facilities are powered by 
480 V electricity and may on occasion utilize 4,160 V electricity.  Because each piece of equipment at a 
sawmill or engineered wood product facility is a standalone work center, alignment tolerances with the chain 
conveyors are much simpler and the tolerances are larger.  Sawmill equipment is sized to deal with the size 
of the logs being received.  They do not get larger and heavier because an owner wants a higher volume 
mill.  This is accomplished by having multiple lines within the mill.  This relative simplicity results in a 
significantly simpler EPC process for owners, including being able to engage numerous local contractors 
familiar with light industrial construction as no special heavy cranes, high voltage electrical, or special 
welding is required.   

The factors described in this primer allow for much less rigor to engineer, procure, and construct a sawmill 
or engineered wood products facility.  It is this relative simplicity that explains why we have chosen to refer 
to installation instead of construction.  Especially in the case of the addition of a kiln at Lumberjack, Windfall 
and EWP, the foundations will generally be simple pad foundations, the equipment will be installed 
as-delivered by the equipment provider with minimal site work beyond wiring and alignment, and the 
electrical is all low voltage.   

Project Participants 

Owner and Operator 
The Owner (NewLife Forest Restoration, LLC) is the holding company for Just Right, LLC, Good Earth 
Power AZ, LLC (“GEPAZ”) and the Operator (NewLife Forest Products, LLC).  Just Right, LLC holds the 
business assets, GEPAZ holds the 4FRI Phase I Contract, and the Operator is the operating company.  
The Owner was established in 2016 and acquired the 4FRI Phase I Contract allowing logging in Arizona 
after a 20-year moratorium.  The Owner and its subsidiaries own and operate two sawmills in Arizona, 
Lumberjack in Heber, AZ and Garland Prairie Road sawmill (“GPR”) in Williams, AZ, and is developing the 
Windfall sawmill and EWP facility in Bellemont, AZ.  The Owner’s executive and senior leadership team 
collectively has over 126 years of experience in the lumber and logging industry.  In particular, the CEO 
and COO each have 40 years of industry experience including the procurement and installation of multiple 
sawmills and engineered wood product facilities.  The Owner, as EPC Contractor, is ultimately providing 
program management and taking responsibility for the delivery of Windfall and EWP.  

Windfall Primary Equipment Supplier 
Wood-Mizer is to provide EPC services for Windfall.  Wood-Mizer, based in Indianapolis, Indiana, was 
established in 1982 as a portable sawmill design and manufacturing company, introducing a thin-kerf 
bladed bandsaw design to the headrig saw market.  In 2016, Wood-Mizer purchased the Titan product line 
from Multisaw, a South African sawmill machinery manufacturer.  Multisaw was established in 1990 and 
has designed, manufactured, and serviced medium to large sawmills mainly in Southern Africa and Asia-
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Pacific.  The Owner reports that Windfall is a medium sized sawmill.  Wood-Mizer reports that Multisaw’s 
Titan saw designs formed the basis for the TV6000, HR6000, MR5000, and EA3000.  Wood-Mizer Titan 
saw designs are now designed, manufactured, and serviced by Wood-Mizer. 

Based on information provided by Wood-Mizer, Wood-Mizer has been providing industrial sawmill 
equipment since 2005 with equipment capacities of 30,000 BF per shift.  Further, Multisaw or Wood-Mizer 
have provided similar equipment to be utilized as described in the Windfall sections of this Report since 
2006, which accounts for over 350,000 BF per shift of production globally in 9 sawmills.   

Lumberjack Expansion and EWP EPC Contractor 
The Owner is acting as the EPC contractor for the Lumberjack expansion and EWP.  The Owner reports 
that it is working with Wood-Mizer, KTC Industrial Engineering LTD (“KTC”), and local contractors to support 
the engineering and installation of Lumberjack expansion and EWP.  The initial piece of equipment for the 
expansion at Lumberjack, the TV6000 headrig, has been installed and is operating, which was procured 
and installed by the Owner with commissioning assistance by Wood-Mizer.  With regard to EWP, the first 
line is currently operating and based on data and witnessing operation on October 5, 2021, the operating 
machine centers are meeting production rates (see the EWP Production Volume section of the Report for 
details).  Further, the Owner intends to initiate work on a duplicate line beginning upon completion of the 
planned bond issuance (referred to herein as “financial close”) and finishing in the second quarter of 2023.  
The CEO and COO have previous experiences in procuring and assembling EWP lines at previous 
employers.   

Summary 
Based on our review, we are of the opinion that the Owner, Operator, and Wood-Mizer, have demonstrated 
their respective responsibilities as EPC contractors, equipment suppliers, and operators of sawmills or 
engineered wood product facilities and as such should be able to install Windfall, second line at EWP, and 
the kiln at Lumberjack and operate and maintain the Project.    

The Project Sites 
Figure 1 provides the locations of the Bellemont Site, Lumberjack Site, and forest locations to be logged by 
the Logging Company.  The GPR facility, where the Hurdle mill is currently operating prior to being moved 
to Windfall, is located in Williams, AZ, which is 16 miles west of Bellemont.   
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Figure 1:  Project Site Locations 

 

Lumberjack 
The Lumberjack Site is located 85 miles southeast of Flagstaff, AZ, locally located 18 miles west of 
Snowflake, AZ on Arizona State Highway 277, in Navajo County.  The Lumberjack Site consists of a 
33.59 acre parcel.  The Owner owns the Lumberjack Site through its Just Right, LLC subsidiary.   

The Lumberjack Site is easily accessible from Arizona State Highway 277.  To the north, east and west of 
the Lumberjack Site is undeveloped land.  Located directly to the south is Arizona State Highway 277, with 
undeveloped land beyond.  The Navajo County zoning of the Lumberjack Site is heavy industrial (IND-2).   

Windfall and EWP 
The Bellemont Site is located 11 miles west-northwest of Flagstaff, AZ, on the south side of Interstate 40.  
The Bellemont Site consists of a 25-acre parcel that hosts an existing warehouse style building and is 
directly adjacent to the west 10-acre parcel to be used for log unloading and storage.  The existing 
warehouse style building is approximately 425,000 square feet and was constructed in 1995.  Both of those 
parcels are owned by a related party to the Owner and will be acquired by Just Right, LLC at financial close.  
The parcels are owned by Windfall Asset Co., LLC, a SPV wholly owned by Lateral Investment 
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Management (“Lateral”).  NLFR is currently party to a long-term lease with Windfall Asset Co.  Additionally, 
the Owner is in discussions to acquire portions of a parcel further to the west totaling an additional 40 to 50 
acres to be used for log storage.   

The Bellemont Site is easily accessible from Interstate 40 and is 1 mile from an existing interstate exit and 
on an established frontage road named Old Route 66.  An existing Burlington Northern Santa Fe two-line 
railroad is located directly to the south of the Bellemont Site.  The adjacent structural steel fabrication shop 
to the east has an existing railroad spur for rail service.  Future plans include extending this rail spur into 
the Bellemont Site to support load out of processed material.  To the north of the Bellemont Site is 
Interstate 40, directly to the east is an undeveloped parcel with the structural steel fabrication shop beyond 
this open parcel, to the south is the existing railroad followed by undeveloped land, and to the west is 
undeveloped land.  The spur will also be extended to the adjacent 40-50-acre parcel of land that will be 
acquired with bond proceeds as this parcel will serve as additional storage for the Owner.   

The Bellemont Site is currently zoned as light industrial (IL-10,000) which allows for a forest products 
processing plant. 

Site Conditions 

Lumberjack 

The Lumberjack Site ranges in elevation from approximately 6,250 feet above mean sea level (“amsl”) to 
6,230 feet amsl and generally slopes downwards to the north.  As Lumberjack is already developed into an 
operating sawmill, the Owner has reported there have not been any storm water issues.  Pursuant to 
Federal Emergency Management Agency Flood Insurance Rate Map (“FIRM”) Panel 04017C4200F 
revised August 17, 2015, the Lumberjack Site is located in an area classified as Zone X, which corresponds 
to areas of minimal flood hazard that have been determined to be outside of the 500-year flood zone.  We 
note that the areas immediately surrounding the Lumberjack Site are classified as Zone D, which 
corresponds to areas with undetermined flood hazards. 

Subsurface Conditions 

 The Lumberjack Geotechnical Report was produced in a manner consistent with expectations and 
should be sufficient to develop the required foundation designs.   

 The Owner is accepting the subsurface risk for Lumberjack which, based on Lumberjack 
Geotechnical Report, should be low.  Further, the Owner reports the kiln will be installed under a 
turnkey contract with the kiln provider.      

Subsurface investigations were performed at the Lumberjack Site in May 2021 by Western Technologies 
Inc. (“WTI”).  WTI’s subsurface evaluations were presented in the report titled, “Geotechnical Evaluation 
Report, Heber Sawmill Expansion, APN # 206-31-001G, 3830 State Highway 277, Heber, Arizona,” (the 
“Lumberjack Geotechnical Report”), dated June 1, 2021.   

The subsurface investigations performed by WTI included a total of 8 soil borings to depths of up to 36 feet 
below ground surface (“bgs”) and laboratory tests to aid in the classification of the soils and the selection 
of engineering parameters.  The findings from these subsurface investigations were utilized by WTI to 
develop the Lumberjack Geotechnical Report, which includes a summary of the field investigations, a 
location plan, and laboratory test results.  The results of the testing as well as foundation design 
considerations for shallow foundations and drilled shaft foundations were also included in the Lumberjack 
Geotechnical Report.  Also included in the Lumberjack Geotechnical Report were installation 
recommendations for excavation, grading, and a subgrade preparation for a railroad spur.  
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The Lumberjack Geotechnical Report notes that the subsurface soils consist of clayey gravel, well graded 
gravel, and silty, clayey sands, which have low expansion potential due to an increase in moisture content.  
The report indicates that cobbles and boulders in excess of 6 inches were encountered in the borings that 
may be present in any of the excavations.  Additionally, the soils are described as dense to very dense with 
auger refusal occurring in several of the boring locations at depths between 6 feet and 8 feet bgs.  Based 
on these soil conditions, we note that the construction plan should account for soil characteristics which 
may present difficult excavation conditions.  The Lumberjack Geotechnical Report states that groundwater 
was not encountered at the time the borings were performed.  However, we note that it is typical for the 
presence of groundwater on a given site to vary based on seasonal fluctuations.  

Design considerations presented by the Lumberjack Geotechnical Report Included recommendations for 
shallow foundations and drilled shaft foundations.  The Lumberjack Geotechnical Report indicated that 
shallow foundations should be constructed by excavating existing soil to a minimum depth of 2 feet followed 
by replacing and recompacting the excavated soil in engineered lifts to provide a competent sub-base.  
Provided the recommendations for subgrade preparation are followed, the Lumberjack Geotechnical Report 
states that allowable bearing capacities of up to 2,500 pounds per square foot (“psf”) can be achieved.  
Provided the shallow footings are constructed according to the recommendations, WTI estimates that total 
settlement should be less than 1 inch with differential settlement less than ¾ inch.  Slab-on-grade 
foundations for use in interior building applications were recommended to be installed over a compacted fill 
or properly recompacted low expansive potential native soil fill.  WTI recommends a minimum 4-inch thick 
layer of base course material be provided under slab-on-grade foundations to prevent damp slabs resulting 
from capillary rise or wicking of soil moisture.  For heavily loaded structures, an option to utilize drilled shaft 
foundations was presented estimating that a 4-foot diameter drilled shaft, drilled 30 feet in depth could 
develop up to 250,000 pounds (“lbs”) of capacity.  WTI estimates that total settlement of drilled shaft 
foundations should be less than ½ inch. Based on the soil types encountered in the subsurface exploration, 
the Lumberjack Geotechnical Report advises that drilled shaft installations could require the use of 
temporary steel casing in the shaft to prevent caving or collapse of the shaft walls prior to concrete 
placement.  

Based on experience with the geology in the area and the data produced in the field and laboratory tests, 
WTI assigns the Lumberjack Project Site a seismic site class of D, which corresponds to stiff soil properties 
with regard to seismic response.  Additionally, WTI indicates that settlement and lateral spread of the soils 
as a result of liquefaction is not a concern at the Lumberjack Project Site. 

A discussion regarding the corrosivity of the soils at the Lumberjack Project Site was not included in the 
Lumberjack Geotechnical Report.  However, WTI notes that the necessary testing to determine the 
corrosivity of the soils is in progress and will be included in an addendum to the Lumberjack Geotechnical 
Report.  

The Owner reports that the Lumberjack kiln is to be procured and installed per a turnkey contract with the 
kiln provider that should include assignment of subsurface risk to the kiln provider.  This will be confirmed 
during our construction monitoring phase and upon receipt of the agreement after the kiln supply and 
installation agreement is negotiated by the Owner.   

Windfall and EWP 

The Bellemont Site ranges in elevation from approximately 7,155 feet amsl to 7,165 feet amsl and generally 
slopes downwards to the east.  As the Bellemont Site is already developed, the grades are sloped to allow 
for positive drainage.  Pursuant to Federal Emergency Management Agency FIRM Panel 04005C6800G 
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revised September 3, 2010, the Bellemont Site is located in areas classified as Zone X, area of minimal 
flood hazard, and determined to be outside of the 500-year flood. 

Subsurface Conditions 

 The Windfall and EWP Geotechnical Report was produced in a manner consistent with 
expectations and should be sufficient to develop the required foundation designs.   

 The Owner acting as the EPC contractor for Windfall and EWP is taking on subsurface risk.  Given 
the nature of the equipment at the Bellemont Site, we consider the risk being taken as low.   

Subsurface investigations were performed at the Bellemont Site in March 2021 by WTI.  WTI’s subsurface 
evaluations were presented in the report titled “Geotechnical Evaluation Report, New Sawmill, 14005 East 
Old Route 66, Bellemont, AZ” (the “Windfall and EWP Geotechnical Report”), dated March 22, 2021. 

The subsurface investigations performed by WTI included a total of 12 soil borings to depths of to 
14 feet bgs and laboratory tests to aid in the classification of the soils and the selection of engineering 
parameters.  The findings from these subsurface investigations were utilized by WTI to develop the Windfall 
and EWP Geotechnical Report, which includes a summary of the field investigations, a location plan, and 
laboratory test results.  The results of the testing as well as foundation design considerations for shallow 
foundations and drilled shaft foundations were also included in the Windfall and EWP Geotechnical Report.  
Also included were installation recommendations for excavation and grading.   

The Windfall and EWP Geotechnical Report notes that the subsurface consists of stiff to hard, high 
plasticity, clays, which exhibit potential for expansion with an increase in moisture content.  Under the 
existing concrete slabs inside the building, fill soils were generally encountered to a depth of 5 feet bgs 
where the strata changed to native clay soils.  WTI noted that auger refusal to penetration was experienced 
at all of the borings at the Windfall and EWP Project Site as a result of cobbles and boulders encountered 
at varying depths.  Additionally, the Windfall and EWP Geotechnical Report notes that groundwater was 
not encountered at the time the borings were performed, however it was also noted that groundwater levels 
in this area experience seasonal fluctuations. 

Based on experience with the geology in the area and the data produced in the field and laboratory tests, 
WTI assigns the Windfall and EWP Project Site a seismic site class of C, which corresponds to very dense 
soil and soft rock with regard to seismic response.  Additionally, WTI indicated that settlement and lateral 
spread of the soils as a result of liquefaction is not a concern at the Lumberjack Project Site. 

Recommendations were provided in the Windfall and EWP Geotechnical Report for both foundations inside 
the existing building and outside the existing building.  For the interior foundations, WTI recommends 
conventional shallow spread footings be utilized.  To reduce the potential for differential settlements, at 
least 1 foot of engineered fill should be provided below new foundations, and the existing fill soils should 
not be used unless they are removed completely and re-compacted.  WTI further states that footings should 
bear at least 1.5 feet below adjacent grade and with a bearing pressure of up to 3,000 psf.  Provided new 
foundations are constructed as recommended, WTI notes settlement should be less than 1 inch and 
differential settlement less than ¾ inch, provided any foundation is kept free from water infiltration.  With 
respect to new concrete slabs on grade, they should be founded on a minimum of 3 feet of properly placed 
and compacted imported engineered fill, with a minimum of 4-inches of base course aggregate directly 
beneath all slabs.  For replacement of interior slabs, the existing fill soil can be reused provided it is scarified 
and re-compacted.    
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As part of the subsurface investigation, WTI performed chemical testing of the soils to determine the 
potential for corrosive characteristics.  The Windfall and EWP Geotechnical Report notes that the soils 
presented low corrosive properties with regard to interaction with concrete.  As such, WTI indicated that 
Type II Portland cement is acceptable for use in the concrete mix design and provides the necessary 
corrosion protection.    

Recommendations for construction of the subgrade for a railroad track spur were presented in the Windfall 
and EWP Geotechnical Report.  The recommended process includes proof-rolling of the subgrade soils, 
scarifying to a minimum depth of 8 inches, and then recompacting to form a suitable base layer.  Over the 
base layer, WTI recommends placing a 12-inch thick layer of sub-ballast material (screened crushed 
granite), which would then have a 6-inch thick layer of ballast material on top to form the rail track bed, as 
confirmed by WTI and the Owner via email.    

The Owner is accepting the subsurface risk.  Based on the Windfall and EWP Geotechnical Report, the 
subsurface risk should be low.   

Site Arrangement 

Lumberjack 

Figure 2 presents the site layout of Lumberjack including the second line expansion.   

 The layout provides sufficient room for log and lumber storage and operations and maintenance 
activities.   
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Figure 2:  Lumberjack General Array Arrangement  
 

 

Windfall and EWP 

Figure 3 presents the site layout of Windfall.  Figure 4 presents the site layout of the first line of EWP, which 
is located in the third bay of the existing building that houses Windfall and EWP.  Based on the site visit, 
the first line of EWP takes up about half of the square footage of the third bay.   

 The layout provides sufficient room for lumber storage and operations and maintenance activities.  
If the Owner procures the 40 to 50 acres of land to the west of the Bellemont Site (“Bellemont Site 
Expansion”), there will be sufficient space for log storage at Windfall and EWP.  However, if this 
land is not procured, the 10 acres to the west currently owned by the Owner will be supplemented 
by the acreage at the Williams, AZ site for log storage, which will be trucked the approximately 
20 miles to the Bellemont Site.  A Letter of Intent has been executed with the adjacent landowner, 
IML Containers, for the Bellemont Site Expansion.  The Owner expects to close on the land 
purchase within 30 days of financial close.   
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Figure 3:  Windfall and EWP General Array Arrangement  
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Figure 4:  EWP General Array Arrangement  
 

 

Access to Utilities 

Lumberjack 

Electricity is supplied to Lumberjack via the 25 kilovolt (“kV”) distribution line that runs along Arizona State 
Highway 277, which is owned by Navopache Electric Cooperative.   

Water is supplied by one on-site well and based on the well registry report and historical operations the well 
is sufficient to provide all process water required for Lumberjack.   

Wastewater is sent to a septic system and leach field that is located on-site.   

Windfall and EWP 

Electricity is supplied to Windfall and EWP via 2,500 kilovolt-ampere (“kVA”) and 2,000 kVA transmission 
lines that run along Bellemont Camp Road, which are owned by Arizona Public Service (“APS”).  

Water is supplied by Bellemont Water Company to provide all process water required for Windfall and EWP.  
The Operator owns two 2,000 gallon tanks for potable water and two 400,000 gallon tanks for fire 
suppression.  The tanks are directly connected via pipe to the Bellemont Water Company. 
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Wastewater is sent to a septic system and leach field that is located to the north of the existing building at 
the Bellemont Site.   

Summary 
Provided that the kiln provider and Owner as the EPC Contractor follow the recommendations in the 
Lumberjack Geotechnical Report and Windfall and EWP Geotechnical Report regarding the Facilities 
development, access, and subsurface conditions, as applicable, we are of the opinion that the Lumberjack 
Site and Bellemont Sites are suitable, from an infrastructure and geotechnical perspective, for installation 
and O&M of the Facilities.    

In addition, based on our review of the equipment arrangement layout, we are of the opinion that the 
Lumberjack Site is adequate size to support the installation and operation of Lumberjack.  Further, the 
Bellemont Site is adequate size to support the installation and operation of Windfall and EWP either through 
the procurement of the Bellemont Site Expansion or the utilization of the Williams, AZ site for log storage.     

The Project 

Logging Company Operations 
 The Logging Company is using equipment and processes that are typical for harvesting trees.   

The Logging Company will utilize a process at the logging site by which trees are harvested, de-limbed, cut 
to length, and loaded for transport to the sawmill.  Forestry equipment is generally mobile, diesel engine 
driven, and hydraulically actuated heavy equipment designed to operate in uneven terrain of the forest.  
The Owner has reported that it owns or leases the following forestry equipment: 2 bunchers, 1 skidder, 
1 processor, 2 log loaders, and 2 chippers, in addition to various trailers, cab tractor units, and other trucks 
and rolling stock.  The Owner reports that it plans to purchase or lease the following additional equipment: 
1 buncher, 2 skidders, 1 processor, 1 log loader, 1 bulldozer, and 1 grinder as well as additional trucks and 
rolling stock.  The forestry equipment and related trucking equipment is generally described below. 

Buncher 

A buncher is a tracked or rubber tired 4-wheeled articulated vehicle that cuts trees at the base and places 
the trees in a group for a skidder to transport. 

Figure 5:  Buncher  
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Image provided by Owner 

Skidder 

A skidder is a tracked or wheeled articulated vehicle that takes cut trees and drags the trees to the central 
landing area where they are processed to extract logs by the processor. 

Figure 6:  Skidder  

 
Image provided by Owner 

Processor 

A processor is a tracked or wheeled vehicle with an articulated arm and gripper/sawing tool head on a 
pivoting platform similar to an excavator that limbs and cuts the trees into the desired log lengths for sawmill 
consumption.  The processor lays the trees into piles for subsequent loading onto trucks for transportation 
to the sawmill.   

Figure 7:  Processor  

 
Image provided by Owner 

Log Loader 

After processing, a log loader loads logging truck trailers for transport to the sawmill.  A log loader is similar 
to a processor but does not include a saw in its gripping tool head.   
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Figure 8:  Log Loader  

 
Image provided by Owner 

Chipper 

A chipper is a tracked or wheeled vehicle that receives non-merchantable logs and debris produced from 
the logging operation and uses chipping knives to produce a higher value product from the residual fiber 
than a grinder produces.  The type of product produced by the chipper is selectable by changing out the 
cutting heads, and such a machine can produce whole-log chips that may be destined for garden bedding 
or playground cover.   

Figure 9:  Chipper  

 
Image provided by Owner 

Grinder 

A grinder is a tracked or wheeled vehicle that receives non-merchantable logs and debris produced from 
the logging operation and grinds them up into residuals.  The type of product produced by the grinder can 
be consumed in a power boiler or other combustion based facilities.   
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Figure 10:  Grinder  

 
Image provided by Owner 

Additional Support Equipment 

Bulldozers and graders are utilized to build and maintain roads in the forest to allow access for the forestry 
equipment.  Lowbed trailers are used to move the forestry equipment between logging sites.  Log trailers 
are used to transport logs to the sawmill, and chip vans are used to transport chips and grindings.  The 
various trailers are towed by cab tractor units over logging roads or paved roads. 

Overall Sawmill Process Description 
 Lumberjack and Windfall utilize materially similar processes with one another and other lumber 

mills in the industry.   

The process generally follows the following steps.   

1. Weighing the incoming logs (difference between the weight of loaded and unloaded delivery trucks). 

2. Unloading of logs into the log yard. 

3. Debarking (removes bark from the exterior of the log) 

4. Metal detection (some logs have metal in them and cannot go through the mill as it risks damaging or 
destroying saw blades) 

5. Developing a “Cant,” in the headrig saw.  A Cant is a two-sided or four-sided block of wood that is 
roughly 4, 6, 8, or 12 inches across depending on the size of the log. 

6. Gang saws, edgers, and re-saws all cut boards to finished widths.  The specific saw utilized is based 
on the condition of the board.  Gang saws cut Cants into boards using two or more blades to produce 
boards of multiple widths.  Edgers remove the rough cut side of a board resulting in lumber of specified 
width.  Re-saws cut thick boards into thinner boards.   

7. Kilns to dry green lumber. 

8. Planers and trimmers for finishing boards into final market lengths, widths, and thickness prior to bulk 
packaging and shipping.   
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Civil and Structural 

Lumberjack 

Civil and structural information for the new kiln addition at the Lumberjack Project Site was not available for 
review at the time of this Report.  We would expect the design to include civil grading plans, foundations, 
structural and architectural plans for a warehouse style building, and equipment foundations.  The Owner 
reported that a structural engineering firm has not yet been retained but that the request for proposal 
process to select a firm has commenced.  When the civil and structural design is made available it will be 
reviewed and summarized during the construction monitoring phase of the work.    

Windfall  

A memo addressed to the Owner from KTC dated June 7, 2021 regarding, “Structural Steel Design Status,” 
indicated that structural design for Windfall is complete.  KTC indicated that they have developed a 
structural model that is ready to be issued for construction after Wood-Mizer completes their detailed 
equipment settings.  Three drawing sketches were referenced in the memo that showed the conceptual 
design of the Windfall structural steel assembly. We note that the sketches showed minimum detailed 
engineering information but presented a visual graphic of the overall assembly layout, which is consistent 
with what would be expected in a conceptual drawing package.  Further engineering detail was 
subsequently provided by KTC in a set of drawings discussed in the following paragraph.  

KTC provided the preliminary structural steel drawings “Windfall Preliminary Structural Steel Drawings” 
dated June 14, 2021.  The drawings show a structural steel frame system that generally extends across 
the EWP and Windfall facilities.  The drawings show a vertical load carrying system that generally consists 
of rectangular hollow structural section (“HSS”, also commonly known as tube steel) beams and girders 
supported by square HSS columns.  The lateral force resisting system consisted of a horizontal, 
concentrically braced system utilizing structural tee (“WT”) sections and a vertical, eccentrically braced 
system consisting of square HSS sections.  The connection design specifies field welding for the HSS 
elements and bolted gusset plate connections for the WT elements.  Steel column base plate and anchor 
bolts details showed that the columns are to be connected to the foundations using either post installed 
(drilled) adhesive anchor systems or cast in place anchor bolts.  The plan views provided showed steel 
grating areas for platforms providing access around the perimeter of the frame system.   

KTC provided a summary of structural loading for Windfall in a document titled, “21026 – New Life Forest 
Products – Wind Fall Mill: Structural Data,” dated May 27, 2021 (the “Windfall Equipment Load Summary”).  
The Windfall Equipment Load Summary listed the total static, dynamic (operating), and seismic loadings 
for each piece of equipment.  We note that the loadings provided were consistent with what would be 
expected based on the size and type of equipment planned to be installed at Windfall.  No equipment 
mounting locations were provided with the Windfall Preliminary Structural Steel Drawings, but it would be 
expected that equipment would generally mount to the steel framing in the interior areas of the frame 
between grating walkways.  

A foundation drawing produced by RAASCH Associates, Inc. of Green Bay, Wisconsin, sealed by the 
engineer of record and dated November 18, 1998 was provided showing the existing foundations for the 
Windfall sawmill building.  The foundations consist of individual reinforced concrete spread footings 
supporting the building columns with a continuous reinforced concrete footing around the building’s 
perimeter.  A 6-inch thick reinforced concrete slab was placed between the building columns forming the 
building’s floor.  The concrete slab is underlain by a 6-inch thick layer of compacted granular fill.  Reinforcing 
in the concrete slab consists of 6x6x2.4x2.4 welded wire fabric.  The Owner reported that the proposed 
equipment and supporting steel framing will be anchored to the existing concrete slab.  Based on a review 
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of the provided equipment loads, we would expect the existing concrete slab to be sufficient to support the 
proposed equipment and steel framing.  However, we note that this should be confirmed by KTC with 
calculations when other supporting information including base plate reactions are available, which is a 
typical design step for a structural engineer to perform when confirming an existing foundation’s ability to 
support new loading.  We further note that based on the documents presented, sufficient information is 
available for KTC to properly complete the foundation design based upon both subsurface information as 
well as equipment loads.  We will review  and summarize the completed KTC calculations during the 
construction monitoring phase of the work.    

A preliminary drawing package (the “Preliminary Rail Spur Design Drawings”) provided by Mountain States 
Contracting of Glendale, AZ (“Mountain States”) presented details for the design and construction of the 
proposed rail spur expansion.  The typical section views presented in the Preliminary Rail Spur Design 
Drawings specify a 6 inch thick sub-ballast and 6 inch thick ballast sections supporting the tracks.  We note 
that this design is in contrast to the recommendations presented by WTI, which recommended 12-inch sub-
ballast and a 6-inch sections of ballast.  The Owner provided an email from Mountain States indicating their 
engineering and the Preliminary Rail Spur Design Drawings would be updated to show that the ballast layer 
could be reduced to 6 inches of thickness as discussed in the Subsurface Conditions section of this Report.     

 The Windfall railroad track spur design is to be updated by Mountain States to reflect the alternative 
design recommendations provided by WTI, which allows the ballast layer to be reduced to 6 inches 
of thickness.     

EWP 

The EWP plant consists of equipment that is floor mounted, which was confirmed during the site visit.  
Hubbard Merrell, a structural engineering firm, has reviewed the installation and has attested to the 
structural loads of the installed equipment. For the second line of equipment at EWP, the civil and structural 
information is not yet known but should be materially similar to the first EWP line.   

Mechanical Equipment and Systems 
Figure 11 provides the process flow diagram for Lumberjack.   
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Figure 11:  Lumberjack Process Flow Diagram  

 

Lumberjack 

Lumberjack is an existing two-line sawmill and planer mill that includes two headrigs and two drying kilns.  
The Owner plans to add an additional kiln.   

Log Ingress and Unloading 

Processed logs are trucked to site and weighed on a truck scale located on the entrance road within the 
Lumberjack Site.  Once the fully loaded trucks are weighed to determine the gross weight, the truck travels 
to the log yard for unloading by a Caterpillar 980 frontend loader with a grapple attachment, which is capable 
of unloading 50 percent of a fully loaded truck per grapple load.  The emptied truck then returns to the 
scale, is weighed to determine the tare weight, and departs the site.  The gross weight less the tare weight 
of the truck determines the net weight of the logs to be processed through the mill. 

Log Deck Infeed Conveyor 

Processed logs from the log yard are placed by the Caterpillar 980 frontend loader onto the log deck infeed 
conveyor which takes the logs into the process.  The log deck infeed conveyor consists of four chain runs 
on a 25-foot deck.  Logs are then singulated via the chain conveyor onto a trough conveyor which delivers 
the logs sequentially into the debarker. 

Debarker 

The Nicholson A5A 27-inch diameter debarker takes the bark off of each log, utilizing rotating knives as it 
passes through the machine.  Debarking logs facilitates sawing and increases the life of the saw blades.  
The chips and sawdust from sawing debarked logs later in the process are more valuable without being 
contaminated with bark. The bark is conveyed to a pile for sale as feedstock to pulp mills or playground 
cover.  The debarker can debark logs at a rate of 240 linear feet per minute.   
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Metal Detector 

Logs sometimes contain metal, which can cause saw blades to dull or break.  To mitigate damage during 
sawing, a metal detector is employed to identify logs that contain metal and reject such logs from the 
process.  Logs identified with metal are set aside for further disposition.  The Owner reported that it will be 
replacing the existing metal detector with a used Metal Detectors Incorporated (“MDI”) TWA-2000-HD 
model machine obtained from a Georgia-Pacific facility in Warrenton, GA (the “Warrenton Purchase”), 
which the Owner had inspected and serviced by MDI. 

Band Saw Headrig 

The Albany Air Column Band Mill Headrig with a Filer and Stowell “C400” log carriage with a Lewis Control 
Upgrade Serial #86-3616 is a 41-foot band saw which performs the first cuts to square the log and has the 
capacity to process two logs per minute.  The headrig saw utilizes a single vertical bandsaw to make the 
first cut on one side of the log, then the log is rotated 180 degrees and run through a second time.  The 
headrig typically produces a squared off 2-sided rough cut length of wood (a “Cant”) to be further processed 
in the gang saw, however the logs can be run through four times to produce Cants with a rectangular 
section.  The manipulation of the log is achieved using a carriage, which moves the log through the 
stationary saw blade during the cutting process.  The pieces sawn off the Cant by the headrig (“Slabs”) 
have rough edges and are recovered and recut into boards using the edger.  The Cants and Slabs are 
transported via a takeaway conveyor to the gang saw, resaw, and edger. 

In order to increase throughput and efficiency at processing smaller logs, the Owner added an additional 
used Wood-Mizer TV6000 double band saw which utilizes 2 vertical band saws with adjustable spacing.  
The log is positioned in the infeed to maximize value and then passes through the band saws, which 
removes boards from two sides of the log simultaneously to produce a two-sided cant and two side cuts 
that can be further processed into finished lumber if value is identified.  The two-sided cants are transported 
via chain to the outfeed where they are accumulated and then taken to the sawmill infeed area via wheeled 
loader.  The side cuts are processed by the resaw to extract green lumber boards. 

Gang Saw, Resaw, and Edger 

The Ukiah model 12x36 serial #8170 gang saw cuts the cants into 1” thick boards simultaneously using 20 
adjustable saws mounted on two arbors.  The Salem resaw, serial #L143083-90 is a horizontal band saw 
that cuts thicker boards produced by the headrigs into 1” thick boards.  The Ukiah three-saw board edger 
is a circular saw that trims the edges of all boards that have rough edges.   

Trimmer Saw 

The trimmer saws are circular saws that trim off feathered or split ends from the boards prior to preparing 
the “green” boards for drying in the kilns.   

Sticker Stacker  

From the trimmer, the boards are currently fed onto a chain conveyor that transfers the boards to a queueing 
and sorting area where workers stack the boards into “packs” of lumber.  Once there are several packs of 
each width and length the packs are fed into a sticker stacker machine center which places strips in between 
each layer of boards to allow air to flow over each surface for lumber drying.   

Drying Kilns 

Each lumber pack is transported by roll cases and forklifts and placed onto the dry kiln rails which transport 
the lumber into the drying kilns. The kilns reduce the moisture content of the green lumber from 
approximately 80 percent to an approximate 12 percent average. 
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The Owner’s kiln charge reports confirm that the larger DelTech kiln holds approximately 180,000 board 
feet of lumber per charge, which reflects a 90 percent load factor, (equivalent to approximately 8 tractor 
trailer loads) and is directly fired by sawdust, shavings, and propane.   

The second kiln is a Wellons model that holds approximately 105,000 board feet of lumber per charge, 
which reflects a 90 percent load factor, and is heated by pipes in which hot water is circulated from a 
300 horsepower boiler that is fired by propane.   

To increase throughput, the Owner plans to install a third Nyle kiln with a capacity of approximately 
112,500 board feet of lumber per charge, which reflects a 90 percent load factor, that is directly fired by 
sawdust, shavings, and propane.   

The kilns each utilize a Danfoss atomized water misting system to regulate the humidity within the kiln 
during the drying process.  The lumber is dried in the kilns over approximately a 3 to 4 day period; longer 
in the winter, shorter in the summer. 

Planer, Grader, and Finish Trimmer Saw 

After kiln drying, the Stetson Ross model 614D-1 planer mill surfaces the lumber to standard industry sizes, 
¾ inch thick (the standard thickness of a 1x) and 3½, 5½, 7¼, 9¼, and 11¼ inches in width.  The planer 
has surfacing heads for each face, therefore all 4 faces are surfaced in a single pass.   

After the planer, the finished lumber is trimmed to final length based on market demand with the finish 
trimmer circular saw and then flows onto the dry chain conveyor where the boards are graded and sorted 
into loads based on their length, width, and grade. 

After the planer, there are 2 lumber grader employees who grade each piece of lumber exiting from the 
planer.  The graders mark the lumber and indicate by way of a fluorescent grade the length of any end trim 
that is required for any one piece.  After the graders, the pieces are conveyed by lug chain through a 
Lucidyne M5 grade mark reader which records the grade of each piece for reporting purposes.  It also 
sends instructions to the Comact model-712 trimmer which automatically trims each piece according to the 
trim mark.  Once each piece exits the trimmer the lumber is manually stacked into loads of lumber 
depending on length and grade.  Note, only one width is processed at a time.   

Packaging 

Sorted lumber is stacked by manual chain pullers into an automatic single pack stacker and transferred to 
be banded to hold the package of boards together.  The more valuable packages of lumber are wrapped 
with protective paper to protect the product from weather during storage and shipment.  The finished 
product is stored on the Lumberjack Site prior to shipment to customers.    

Residual Products 

Residual products are to include bark, chips, shavings, sawdust, and short lengths of dimensional lumber.  
Chips are produced from sawmill and planer waste in a chipper.  Shavings are produced from the planer 
surfacing process.  Sawdust is produced in both the sawmill and planer mill.  Bark is to be sold as is to 
landscape customers, the chips are to be sold as is to landscape, pulp mills, and playground mulch, and 
the sawdust is to be sold to wood pellet manufacturers and animal bedding customers.  Dimensional lumber 
that is too short to be sold is to be reprocessed in the EWP or chipped.  Some of the shavings are also 
used internally as an energy source to fire the DelTech kiln.     
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Balance of Plant Systems 

Fuel 

Propane for the small kiln is stored in an on-site above ground tank of 24,000 gallons, which is a typical 
industrial sized propane tank and, according to the Owner, sufficient for several weeks of current 
Lumberjack operation.  There are multiple propane suppliers in the region, including one in Heber, AZ.  
Shavings for the large kiln and the future kiln are stored in an on-site above ground silo with a capacity of 
12 kiln charges and transported via a piped blower system. 

Water Supply and Wastewater Disposal 

An on-site well supplies water that is treated by softening for use in humidification in the kilns and is also 
used throughout the mill for fire protection, dust suppression, saw blade cooling, and general utility uses.  
Lumberjack utilizes an average of approximately 10 gallons per minute (“GPM”), which is less than the 
capacity of the well of 35 GPM.  The Owner reports that the well pump has a capacity of 20 GPM.  The well 
pump feeds well water to a water softener and then into a 5,500 gallon on-site storage tank and is dispersed 
as needed from the tank via a service water pump.  In the unlikely event that the mill and both kilns are 
using water at the same time the peak water demand is 40 GPM.  This rate would only exist for a maximum 
of two hours associated with the kiln demand.  This demand is met by the combination of the 20 GPM well 
pump and gravity feed from the 5,500 gallon tank.   

The Owner reports that there is no wastewater generated at Lumberjack that will need to be disposed of, 
nor is there a need to dispose of any water through irrigation to the surrounding land area.  Used potable 
water and sanitary sewer water are directed to septic systems and leach fields.   

Stormwater 

Significant water events are controlled through the basement of the sawmill which acts as a sump area. 
Water is then pumped into a ditch line on the west side of the property and drains into a storm basin outside 
the property. 

Fire Protection 

Water for fire protection is provided directly via the single well water pump and 5,500 gallon storage tank. 
There is an additional fire water booster pump on-site beyond the well pump that will be activated in 2021. 

All the production processes are enclosed and are designed to National Fire Protection Association 
(“NFPA”) standards in order to minimize the risk of fire and deflagration.  In the event of a fire within the 
production or conveyance systems, deluge nozzles are strategically located in the waste storage silos in 
order to extinguish any sparks or open flames.  A Clarke’s PyroGuard CXC-1 sensing system is installed 
in the waste accumulation silo.  This system senses sparks and isolates areas when found.  Similarly, in 
the event of a deflagration, the process is designed to safely abort through either abort gates or through 
directional explosion panels in areas that are locked out during regular operation. 

Dust Management Systems 

Fugitive dust from onsite operations will be negligible for the following reasons:  

 The buildings are open air in nature and meet the requirements of the National Fire Protection 
Agency with respect to dust hazards. 

 The entire Lumberjack footprint working area and all roads leading into and out are graveled and a 
water truck is used as dust palliative as required by the Arizona Department of Environmental 
Quality (“ADEQ”) regulation, so as to minimize dust from truck traffic and loader movement.   
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 Wet residuals (bark and chips) which are not prone to being picked up by wind are to be stored 
outside.  Bark is stored away from buildings on the ground prior to transportation.   

 Dry residuals (sawdust and shavings) are stored in enclosed overhead bins prior to transportation.  

 All conveyors and associated ducting related to dry residuals transportation are enclosed (process 
is completely sealed).  

 The Owner reports that it develops and actively monitors dust management plans.  Fugitive dust is 
mitigated by preventing dispersion of dust wherever possible.  Regular cleaning and washing of 
dust is to occur at Lumberjack based on the level of associated risk due to proneness of dust 
accumulation at various locations throughout Lumberjack. 

Windfall  

Windfall is to be a multiple line sawmill that is being developed by the Owner.  Figure 12 provides the 
process flow diagram for Windfall.  A portion of the equipment to be installed for Windfall will be relocated 
from GPR in Williams, AZ, which is to be dismantled when Windfall is being installed.   

Figure 12:  Windfall Process Flow Diagram  

 

Log Ingress and Unloading 

Processed logs are to be trucked to site and weighed on a state certified truck scale located on the west 
side of the building within the Bellemont Site.  Once the fully loaded trucks are weighed to determine the 
gross weight, the trucks are to travel to the log yard for unloading by a Caterpillar 980 frontend or equivalent 
loader with a grapple attachment, which is capable of unloading 50 percent of a fully loaded truck per 
grapple load.  The emptied trucks then are to return to the scale to be weighed to determine the tare weight, 
and depart the site.  The gross weight less the tare weight of the truck determines the net weight of the logs 
to be processed through the mill.   
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Log Deck Infeed Conveyor 

Processed logs are to be placed by a Caterpillar 980 frontend loader or equivalent onto the log deck infeed 
conveyor which takes the logs into the process.  The log deck infeed conveyor is to consist of four chain 
runs.  Logs are to be singulated via the chain conveyor onto a trough conveyor which is to deliver the logs 
sequentially into the debarker. 

Debarker 

Windfall is to employ two used debarkers, Nicholson A5 22-inch & Valon Kone MKV-21 21-inch, to take the 
bark off of each log, each utilizing rotating knives as the logs pass through the machine.  Debarking logs 
facilitates sawing and increases the life of the blades.  The chips and sawdust from sawing debarked logs 
later in the process is more valuable without being contaminated with bark.  The bark is conveyed to a pile 
for sale as feedstock to landscape companies, both bulk and bagged sales. 

Metal Detector 

Similar to Lumberjack, Windfall is to have metal detectors.  Logs identified with metal are to be set aside 
for further disposition.  The Owner reports that it has not yet selected or sourced metal detectors for 
Windfall, but that such technology is readily available on the new or used market.   

Band Saw Headrig 

There are to be three headrig saws to operate in parallel duty one Hurdle circular saw carriage model #2018 
machine that is to be recovered from the GPR facility and refurbished by the Operator designed to process 
logs up to 24 inches in diameter and two new Wood-Mizer model TV6000 twin vertical band saw machines 
that are designed to process smaller logs that are between 6 and 18 inches in diameter.   

The Hurdle #2018 headrig saw performs the first cuts to the log.  The headrig saw utilizes a single 56-inch 
diameter circular saw to make the first cut on one side of the log, then the log is to be rotated 180 degrees 
and run through a second time to make one more cut.  The headrig typically is to produce a squared off 
2-sided Cant to be further processed in the gang saw, however the logs can be run through four times to 
produce Cants with a rectangular section.  The log is to be moved on a carriage into the stationary saw 
blade during the cutting process.  The Slabs sawn off the Cant by the headrig have rough edges and are 
to be recovered and recut into boards using the resaw and edger.  The Cants and Slabs are to be 
transported via a takeaway conveyor to the gang saw, resaw, and edger. 

In the other headrig lines, two new Wood-Mizer model TV6000 twin vertical band saws are to each utilize 
two vertical bandsaws with adjustable spacing and slabber saws to initially make two parallel cuts creating 
a two-sided Cant.  The two Slabs from the Hurdle headrig flow to the resaws, and the Cants flow to the bull 
edger for further breakdown. 

Resaw, Edger, and Gang Saw 

Windfall is to employ four Wood-Mizer HR6000 double horizontal band resaws that are to cut the Slabs 
produced by the headrigs into 1” thick boards.  From the resaws, conveyors are to take the boards through 
an unscrambler to 2 Wood-Mizer EA3000 edger saws which utilize a circular saw to trim the edges of all 
boards that have rough edges.  In parallel to this line, six additional Wood-Mizer EA3000 edger saws 
function as two bull edgers to trim the edges from the Cants produced by each headrig, after which two 
Wood-Mizer MR5000 circular gang saws are to cut the edged Cants into boards.   
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Trimmer Saw 

Boards collected from the edgers and gang saws are to be fed into an unscrambler and delivered 
sequentially into one trimmer saw with 9 circular saws each spaced every two feet up to 16 feet.  The 
trimmer saws are to be CSMI circular saws that were acquired used from the Warrenton Purchase and are 
to be used to trim off feathered or split ends from the boards, and determine their near-final length, prior to 
preparing the “green” boards for drying in the kilns.   

Drying Kilns 

From the trimmer, the boards are to be fed onto a chain conveyor that automatically sorts the boards by 
length and width into bins.  As individual bins of like boards are filled, they are emptied onto a chain and 
roller conveyors, through an unscrambler and onto an automatic Lunden - MoCo sticker stacker where 
sticks are placed crosswise between each layer as the boards are stacked to aid in air circulation while 
drying in the kilns.  Each completed lumber pack of stick separated boards is to be 8 feet wide and varying 
by length in size and is transported via forklift into one of the seven drying kilns.  The kilns reduce the 
moisture content of the green lumber from approximately 45 percent to approximately 12 percent. 

The Owner reports that twelve Nyle kilns are to be supplied for Windfall.  The Windfall kilns are to be heated 
by pipes in which hot water is circulated from boilers that are to be fired by natural gas.  The kilns are to 
utilize an automatic humidification system to regulate the humidity within the kiln during the drying process.  
Each Nyle kiln can accept a “charge” of 85,000 board feet of lumber, equivalent to approximately 3 or 4 
tractor trailer loads of green lumber.  The lumber is dried in the kilns over approximately a 3 to 4 day period 
depending on ambient conditions. 

Planer, Grader, and Finish Trimmer Saw 

After kiln drying, the lumber packs are to be transferred via forklift to the tilt hoist infeed deck where they 
are to be loaded onto a tilt hoist.  As the tilt hoist is raised, each layer of lumber slides off the top onto the 
planer infeed deck, whereby the sticks are to fall below and are separated, binned, and returned in bundles 
by forklift to the stacker for reuse.  The separated boards are to be run through an unscrambler which is to 
sequence the boards into a new Gilbert planer mill.  The planer mill is to surface all 4 sides of the lumber 
simultaneously to standard industry sizes, ¾ inch thick and 3½, 5½, 7¼, 9¼, and 11¼ inches in width.  After 
the planer the finished lumber is to land onto a slowdown belt and then onto a lumber deck, after which it 
is to be singulated by a lug loader that loads each piece of lumber into a lug (production slot).   

The lumber is then to be passed through a Comact GradExpert automatic lumber grader which is to identify 
the final trim length and grade of the boards.  The surfaced lumber is then to be passed through a finish 
trimmer saw which is to make the final trim.  Final trimmed boards are to be conveyed and automatically 
sorted into bins based on their length and grade.  Because only one width is planed at a time no sort by 
width is required. Lengths shorter than 8 feet are bypassed and manually separated into packages for 
further processing in the EWP plant.   

Packaging 

Sorted lumber that is to be marketed as finished product is to be unloaded onto a conveyor below the bins 
sent through an unscrambler and stacked automatically into bundles and except for #5 Common grade is 
wrapped.  The packages of finished lumber are then banded to protect the product during shipment, after 
which they are stored on-site, within the Bellemont Site building, prior to shipment to customers.    
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Residual Products 

Residual products are to include bark, chips, shavings, sawdust, and short lengths of dimensional lumber.  
Chips are produced from sawmill and planer waste in a chipper.  Shavings are produced from the planer 
surfacing process.  Sawdust is produced in both the sawmill and planer mill.  Bark is to be sold as is to 
landscape customers, the chips are to be sold as is to landscape, pulp mills, and playground mulch, and 
the sawdust is to be sold to wood pellet manufacturers and animal bedding customers.  Dimensional lumber 
that is too short to be sold is to be reprocessed in the EWP.   

Balance of Plant Systems 

Fuel 

Natural gas is to be used as fuel for the drying kilns and building heating at Windfall and EWP.  The natural 
gas consumption for Windfall and EWP is projected to be 25.4 million British thermal units per hour.  The 
projected volume of gas demand for Windfall and EWP is approximately 42.3 percent of the annual natural 
gas supply of the local utility.   

Water Supply and Wastewater Disposal 

The Bellemont Water Company Inc. supplies municipal water that is to be used without treatment in 
humidification in the kilns and throughout the mill for fire protection, dust suppression, and general utility 
uses.  The city water is treated with ultraviolet light for potable uses.  Municipal water is to be stored in two 
existing 400,000 gallon on-site water tanks each of which are dedicated to fire water protection.  The Owner 
projects the monthly water demand for Windfall to be approximately 25,500 gallons per month, which 
equates to 0.57 gallons per minute.  Since the typical residential water use is 6 to 12 gallons per minute, 
the projected water demand is de minimis related to the municipal water supply.    

There is no wastewater generated at Windfall that will need to be disposed of, nor is there a need to dispose 
of any water through irrigation to the surrounding land area.  Used potable water and sanitary sewer water 
will be reportedly directed to an existing septic systems and leach fields. 

Stormwater 

Storm water is to be handled through existing water ways and culverts that is to direct the water to the north 
side of the property. 

Fire Protection 

Windfall and EWP are to be developed in an existing building structure that includes an existing fire 
protection system consisting of one diesel and one electric motor driven fire pumps which take suction from 
the on-site water tanks, and deliver fire water to an existing distribution piping system, fire hydrants, and 
deluge system within the building.  The Owner has reported that the fire protection system is being reviewed 
by Benson Systems, and such report is forthcoming.   

Benson Systems and the Ponderosa Fire District Chief reports that the Windfall and EWP designs will 
adhere to NFPA and 2012 International Fire Code Chapter XXVIII: Lumber Yards and Wood Working 
Facilities guidelines and regulations.  Fire and explosion risk is to be managed through: (1) strategically 
located sensors and process equipment to prevent a propagation of fire event (spark detection, abort gates, 
deluge, both water and chemical suppression); (2) pressure rating of containment areas and appropriately 
engineered suppression and strategic pressure relief; (3) industrial vacuum cleaners for dust control; and 
(4) combustible dust management plans are developed for Windfall and EWP that identify and proactively 
manage these risks.   
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Dust Management Systems 

Fugitive dust from onsite operations will be negligible for the following reasons:  

 The entire Windfall and EWP footprint working area and all roads leading into and out are paved 
so as to minimize dust from truck traffic and loader movement.  A small overflow storage section 
and the potential Bellemont Site Expansion for whole logs will not be paved.  Unpaved areas will 
be watered regularly during use to control dust. 

 Residuals (bark, chips, sawdust, and shavings) are to be stored outside in overhead storage bins 
to west of the building.   

 All conveyors and associated ducting related to dry residuals transportation are to be enclosed 
(process is completely sealed)  

 The Owner reports that it will develop and actively monitor dust management plans.  Fugitive dust 
is to be mitigated by preventing dispersion of dust wherever possible.  Regular cleaning and 
washing of dust is to occur at Windfall based on the level of associated risk due to proneness of 
dust accumulation at various locations throughout Windfall. 

 The National Fire Protection Agency provides guidance on the nature and extent of the amount of 
combustible wood dust in the workplace.  NFPA 654, Chapter 7 Dust Hazards Analysis outlines 
the requirements as follows: 

o 7.2.3.1 states; The layer depth criterion, which is 1/32 inch shall be permitted to be increased 
according to the following equation for materials with bulk density less than 75 lb/ft3. The 
maximum layer depth of dust is calculated as followed: 

 Layer Depth = ((1/32”)*75 lb/ft3))/Bulk Density 

 The Bulk Density of wood dust is 13.11 lb/ft3 

 The maximum Layer Depth is 1/6” (4 mm) 

o The maximum layer depth of dust is allowable to a maximum of 5% of the footprint area 

 The EWP portion of the building is 150,000 square feet.  This allows for a maximum of 
7,500 square feet of dust accumulation of any surface area within the building. 

o Standard manufacturing housekeeping practices are intended to ensure that accumulations of 
wood dust will not exceed the amounts in the NFPA fire code. 

EWP 

EWP is to be a two-line manufacturing facility that is being developed by the Owner and is to share a portion 
of the same building as Windfall.  The two chop saw optimizers, the five walking floor bins, and the finger 
jointer are currently operating.  The purpose of EWP is to utilize lower grades of lumber from Lumberjack 
and Windfall whose value can be enhanced by removing primarily knots to produce value-added products 
through the processes of cross cutting, sorting, joining, surfacing, and painting.   

Figure 13 provides the process flow diagram for each EWP line.  
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Figure 13:  EWP Process Flow Diagram  

 

Chop Saw 

A series of crosscut saws are termed chop optimizers, which crosscut the lumber pieces to extract the 
maximum value.  Each chop saw has a vision scanner situated in front of the saw.  As each piece of lumber 
is fed through the scanner, the optimization algorithm automatically determines the optimal cut for the piece.  
The algorithm can be adjusted based on current market conditions for lumber.  The piece then enters the 
chop saw and the saw cuts the piece into pre-determined lengths to maximize value.  The small lumber 
pieces ranging in length from 8 to 24 inches are to be finger joined together (“Finger Joint Blocks”) are fed 
on a conveyor with each Finger Joint Block being sorted by width to its own conveyor.  The Finger Joint 
Block grade conveyors take blocks sorted by length and send them to large Finger Joint Block holding bins.  
The walking floor block bins are 8 feet wide, 50 feet long, and 10 feet high.  Each Finger Joint Block bin 
can hold approximately 12,000 board feet of Finger Joint Block.  The Owner reports that a single width of 
boards will be processed by the chop saws at any one time.  Because of the multiple bin arrangements 
between the chop saw optimizers and the finger jointer, the chop saws can process one board width while 
the finger jointer processes another.   

Currently there are 2 Barr Mullin Brute chop saws in operation.  The saws were purchased used from Peak 
Resources and RT Machinery and the controls, scanning, and optimization were upgraded by Tisfoon 
Ulterior Systems (“Tisfoon”).  Throughput of the chop saws depends on the lengths of input lumber, the 
grade and characteristics of the incoming lumber, the length of the cut pieces, and the number of grades 
of output lumber, all of which affects the average number of cuts per board.  Each saw has the capacity to 
process 30,000 board feet per shift, however the Operator has determined that each saw will be able to 
process 20,000 board feet per shift due to the anticipated number of cuts per board.  

The Owner is planning to add 2 additional chop optimizing saws after bond closing; therefore, there will 
ultimately be 4 chop optimizing saws operating which will have the total capacity to process 120,000 board 
feet per shift with plan showing production of 100,000 board feet per shift.  Three workers will be able to 
manage all of the flow for all of the chop saws. 

Finger Joiner 

Finger Joint Blocks, separated by width are fed from the walking floor bulk bins via a Finger Joint Block 
conveyor to a fully automated finger jointer.  Currently there is one finger jointer, a new Conception CRP 
2000.  Coinciding with the build of the Windfall mill, the Owner will install a second finger jointer, which will 
process the lower grade lumber from Windfall.  The manufacturer, Conception, claims that the CRP 2000 
finger jointer is able to join up to 200 Finger Joint Blocks per minute.  The blocks are metered into a spin 
feeder which aligns each Finger Joint Block using centrifugal force onto a rotating table.  The singulated 
and oriented Finger Joint Blocks are then fed onto a lug chain with one Finger Joint Block per lug.  The 
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Finger Joint Blocks are then fed sequentially through two shaper heads which utilize routing tools to cut a 
complementary interlocking profile (“fingers”) that allows joining, to each end of the Finger Joint Blocks.  
The pieces continue to the glue applicator where glue is applied to one end.  The blocks then are fed and 
loosely assembled in the assembly section.  After the assembly section the pieces are rough cut for length 
and then squeezed at 110 psi for approximately 4 seconds in an automated clamped carrier.  The squeezed 
boards then exit the press section and continue to the stacking station where the boards are stacked into 
packs.  Conception claims that the CRP 2000 can manufacture up to fifteen 20 foot long boards per minute 
depending on the finger joint block lengths.  The boards remain in the packs until the glue cures.  The curing 
time of the glue depends on the type of glue used.  Polyvinyl acetate (“PVA”) and polyurethane (“PUR”) are 
typical of the glues used in the finger jointing and edge gluing processes.  PVA glue cures to 90 percent 
strength in 1.5 hours, and PUR glue cures to 90 percent strength in as little as 10 minutes, after which time 
it is safe to further process the lumber.  The type of glue used depends on customer preference and product 
specifications.  The finger jointer can operate with as few as 3 workers. 

Edge Gluer 

A portion (20 to 30 percent) of the glued lengths are to be further processed at the edge gluer machine 
center, utilizing a new Quick Machinery Company clamp carrier edge gluer.  A clamp carrier is an edge 
gluing system that presses up to 36 inch wide batches of finger-jointed boards to produce board widths 
from 8 inches to 12 inches.  The edge gluer applies glue automatically and presses the boards together for 
between 15 and 75 minutes, depending on the glue used.  For example, three 1x4s could be glued together 
to make a 1x12.  The Quick Machinery Company model A-CCFH-20.5-40 SL clamp carrier edge gluer has 
the capability to produce 18,000 board feet of edge-glued boards per shift utilizing four operators.  The 
Owner reports that a second identical edge gluer is to be purchased after financial close.   

Moulder 

Glued boards from the finger joiner and edge gluer are stacked and stored in inventory in like width bundles 
on the factory floor before being transferred by forklift and fed into the moulders via a tilt hoist and infeed 
conveyor.  The moulder finishes all four edges of the glued lumber simultaneously to finished sizes in a 
process similar to that of a planer mill, but with a surface finish that is superior to that of a typical planer.  
The refurbished moulder was procured from Akhurst Machinery Limited.  Finished product is sorted, 
stacked, and stored on the factory floor before painting, packaging, and shipping. 

EWP has installed and is operating one Kentwood 612HS moulder that was purchased used and 
refurbished from Akhurst Machinery Limited.  The Kentwood 612HS moulder’s maximum speed is 100 
meters per minute (328 feet per minute).  Upon financial close, the Owner will purchase a similar used 
moulder with the same feed speed and spindle diameters allowing for an efficient use of a single tooling 
package. 

Painting System 

Currently the EWP has one paint line manufactured by American Finishing Company comprised of a 
powered infeed conveyor, spray box with 4 spray guns, powered brush coater, and powered outfeed.  The 
pieces are fed singularly through the paint applicator. Once the paint is applied the pieces are stacked 
manually onto drying racks where they will cure for between 8 and 12 hours.  After the painted product is 
cured it is taken off of the drying racks and stacked into finished packages.  Upon financial close, the Owner 
plans to purchase additional painting capacity, as yet unspecified.   

Packaging 

The finished packages, either painted or unpainted are banded and wrapped, after which such are stored 
on-site prior to shipment to customers.  Bundling and wrapping are to customer specifications. Upon 
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financial, close the Owner plans to install a semi-automatic banding and wrapping station, as yet 
unspecified.   

Balance of Plant Systems 

The balance of plant systems for EWP are the same as that of Windfall as both facilities are located in the 
Bellemont building.   

Electrical Equipment and Control Systems 

Lumberjack 

We were not provided any electrical studies that would have formed the basis of Lumberjack’s electrical 
design.  Electrical studies typically include load flow, short-circuit, grounding, cable sizing, voltage drop, 
motor starting inrush, protection relaying settings and coordination, and arc flash.  Industry standards 
recommended electrical studies be performed for purposes of personal safety and specifying equipment 
design.  For Lumberjack, the existing equipment has operated for many years and the Owner reports that 
operation has been without major electrical issues such as extensive electric motor failures, which would 
suggest that the Lumberjack electrical system is properly designed from a load flow, voltage drop, and 
motor starting perspective.  Although there is risk in not having current studies for load flow, voltage drop, 
and motor starting inrush, we believe the risk is minimal as long as satisfactory operating and maintenance 
performance is maintained.  There is an increased risk to equipment reliability and personal safety for not 
having performed grounding, short-circuit, protection relaying settings and coordination, and arc flash 
studies.  The Owner reports that Lumberjack has not had reliability or safety related issues. 

Lumberjack’s electrical auxiliary load is supplied by three oil-filled step-down transformers which were 
provided by the local utility, Navopache Electric Cooperative.  Each step-down transformer is rated 
25 kV/480 V, 1,500 kVA and supplies a service entrance switchgear (“SES”) via an underground electrical 
conductor circuit.  Each SES, arranged in a single bus configuration, includes power metering of the main 
incoming supply and is equipped with a main circuit breaker and feeder circuit breaker for supplying a 480 V 
power distribution center (“PDC”).  PDCs serve process loads via electrical conductor circuits to multiple 
motor control centers (“MCCs”), electric motor drives and lighting and power panels.    

Lumberjack PDC No. 1 supplies MCCs for the debarker, headrig, board edger, horizontal resaw, and 
stacker.  Sawmill PDC No. 2 supplies air compressor No. 2 and MCCs for the gang edger, residual (chipper 
and auxiliaries), and trimmer.  Planer PDC No. 1 supplies MCCs for kiln No. 1, kiln No. 2, boiler, planer, 
Energex (hammer mill, blowers and auxiliaries), trimmer, stacker, and bander/paperwrap.  The single-line 
drawings have been updated to reflect changes to power distribution equipment supplying the Lumberjack 
air compressors.  Based on our review of the single-line drawings the Owner has agreed to take the 
following actions prior to finalizing the installation of the new kiln, which will be confirmed by us during 
construction monitoring. 

 Upgrading the #2 American wire gauge (“AWG”) tap conductors of the PDC No. 1 feeder (100 Amp) 
for service to the lighting panels to #3/0 AWG to provide sufficient current rating. 

 Perform a short-circuit and coordination evaluation of Lumberjack and implement any lessons 
learned from those evaluations.    

The electrical enclosures are rated to provide a degree of protection against settling airborne dust.  The 
SESs and PDCs are located in a separate room or on the outside of the Lumberjack building.      
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Lumberjack machine centers are operated using local control panels.  The kilns are each equipped with a 
programmable logic controller (“PLC”) and burner management system.  Lumberjack does not include a 
central control system, however various machine centers are equipped with PLCs to automate the wood 
processing.  For example, at certain locations, scanners are provided for detecting wood properties, such 
as knots, and photoelectric sensors are utilized for detecting the presence of boards to automate processing 
lines.  Operators can also intervene at various locations to direct or orient boards. 

Electrical Interconnection 

A fused cutout and single circuit power feed of the Navopache Electric Cooperative 25 kV distribution 
system supplies Lumberjack’s electrical system.  An underground fiberglass junction box houses the 
connection of the utility feed to three 25 kV cable circuits, each routed underground to one of Lumberjack’s 
step-down transformers. 

Windfall  

We have not reviewed Windfall’s single-line drawings, which are forthcoming after finalizing the layout of 
equipment.   

The electrical system is currently in the design phase.  It is typical that equipment ratings be reviewed by 
the Owner for consistency with the requirements of Windfall’s electrical studies.  Electrical studies typically 
include load flow, short-circuit, grounding, cable temperature rise, voltage drop, motor starting inrush, 
protection relaying settings and coordination, arc flash etc.  We were not provided any electrical studies 
that would have formed the basis of Windfall’s electrical design.  Industry standards recommend that these 
studies be performed to provide the engineer of record the information required to ensure proper system 
reliability and safety of system and personnel.   

The sawdust generating equipment is to be connected to vacuum dust collection systems, and these 
provisions along with housekeeping are meant to prevent dust hazards.   

Controls design is still underway, and we note Windfall’s sorting and stacking of boards, prior to processing 
in the kilns, is to be automated. 

Electrical Interconnection 

The interconnection is a standard industrial user interconnection and rate structure and is currently in 
process with Arizona Public Service Company.   

EWP 

The electrical system design was prepared by IMEG Corporation and drawings are sealed by a professional 
engineer.  It is typical that equipment ratings be reviewed by the Owner for consistency with the 
requirements of EWP’s electrical studies.  Electrical studies typically include load flow, short-circuit, 
grounding, cable temperature rise, voltage drop, motor starting inrush, protection relaying settings and 
coordination, arc flash etc.  In the course of our review, we were not provided any electrical studies that 
would have formed the basis of EWP’s electrical design.  Industry standards recommend that these studies 
be performed to provide the engineer of record the information required to ensure proper system reliability 
and safety of system and personnel.  The Owner reports that these studies will be performed, which we will 
review and summarize during construction monitoring.   

EWP’s electrical distribution is to include two 480 V SESs, each supplied from the local utility transformer(s). 
SESs are to be equipped with power metering.  Each 480 V SES is to be equipped with a main circuit 
breaker and arranged in a single bus configuration.  EWP equipment load is to be served via electrical 
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conductor circuits that connect to fused disconnect switches of the 480 V SESs.  EWP electrical distribution 
is to include multiple 480 V distribution panels, both existing and newly supplied, and one 480 V/240 V dry 
type transformer and associated distribution panel. 

The electrical enclosures on the EWP floor are rated NEMA 12 or 13, which provides protection against 
incidental contact, falling dust, circulating dust, settling airborne dust, light splashes of liquids, oil and 
coolant seepage, and in the case of NEMA 13 oil and coolant splashing.  Further, the SESs are located in 
a switchgear room separate from the EWP.  Sawdust generating equipment are connected to vacuum dust 
collection systems, and these provisions along with housekeeping are meant to prevent dust hazards.  
Further, the Operator has performed dust studies during operation of the first EWP line and confirmed that 
saw dust accumulation is de minimis and well below the NFPA requirements.   

Each individual machine center is controlled by their own control systems.   

Electrical Interconnection 

EWP has the same electrical interconnection as Windfall.   

Electrical Interconnection Agreement 
Lumberjack and the Bellemont Site each have an electrical interconnection that is pursuant to a standard 
industrial agreement with the local electric utility, with the Owner paying for electricity based on that utility’s 
industrial rate schedule.   

Log Supply Agreements 

Four Forest Restoration Initiative 

The 4FRI is a landscape initiative established by the Forest Service wherein the parties intend to restore 
approximately 1,000,000 acres of ponderosa pine forest in three contract phases on portions of the Apache 
Sitgreaves, Coconino, Kaibab, and Tonto National Forests in Northern Arizona over the next 20 years.  The 
4FRI has the stated goals established by the Forest Service of the least cost to the government, with 
maximum biomass utilization, leading to healthy forests.  4FRI Phase 1 Contract of the 4FRI restoration 
treatments targets approximately 300,000 acres over a maximum period of ten years, expiring on 
May 18, 2022.  The Forest Service, per the 4FRI, is to reduce the trees per acre to a condition more 
representative of historic conditions, thereby decreasing the chances of high intensity stand replacing crown 
fire and bark beetle infestations. The Forest Service’s desired outcome is a forest with groups of trees of 
varying size and age, fewer trees per acre, and openings between groups of trees being distributed across 
the landscape.  The resulting contracts will use task orders issued periodically that will be the contractual 
mechanics implementing work requirements, funding, and National Environmental Policy Act (“NEPA”) 
decisions.  Other work may include road reconstruction and maintenance and treatment of activity and 
existing slash.   

Ponderosa Pine Forest and Dry Mixed Conifer 

The majority of the treatment areas will be ponderosa pine forests (“PP Forests”) but some may have mixed 
conifer forests (“MC Forests”).  The PP Forests are dominated by ponderosa pine, oak, juniper, and pinyon.  
The MC Forests are dominated by ponderosa pine, southwestern white pine, limber pine, quaking aspen, 
and gambel oak.  PP Forests and MC Forests are typically composed of trees from structural stages ranging 
from young to old.  The forest appearances are variable but generally uneven-aged and open and 
occasional areas of even-aged structure are present.  These forests typically occur with an understory of 
grasses, forbs, and shrubs.  Openings for PP Forests typically range from 10 percent in more productive 
sites to 70 percent in less productive sites.  Openings for MC Forests typically range from 10 percent in 
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more productive sites to 50 percent in less productive sites.  The size, shape, number of trees per group, 
and number of groups per area are variable across the landscape.  Tree groups are between one quarter 
and two acres in size with openings between groups.  Groups that are mid-aged to old age stages consists 
of 2 trees to approximately 40 trees per group. 

Declining trees include the following: snags, top-killed, lightning and fire-scarred trees, and coarse woody 
debris (“CWD”), and are to be well-distributed throughout the landscape.  Snags are typically 18 inches or 
greater at the diameter at breast height (“DBH”) and average 1 to 2 snags per acre for PP Forests and 
average 3 snags per acre for MC Forests.  All snags not identified as a safety hazard shall be retained 
unless otherwise agreed to by the parties.  Down logs average 3 logs per acre for PP Forests within the 
treatment area and down logs average 5 logs per acre within the MC Forests within the treatment area. 

To maintain soil productivity and general ecological integrity, CWD is to be maintained across the project 
area.  CWD is defined as pieces of wood greater than 3” at the small end.  For PP Forests, 3-5 tons per 
acre of CWD is to be retained.  If there is more than 5 tons of CWD before treatment, the contractor is to 
remove all the material created by the treatment, but not the material that already exists, unless a minimum 
of 3 tons per acre shall be left.  For MC Forests, 10-15 tons per acre of CWD is to be retained.  If there is 
more than 15 tons of CWD before treatment, the contractor is to remove all the material created by the 
treatment, but not the material that already exists, unless a minimum of 10 tons per acre shall be left.  
Following treatment there are to be few, if any, slash piles left for disposal by the Forest Service. 

Approximately 5 percent of the treatment areas within the PP Forests are within goshawk post-fledging 
family areas.  Forest conditions in the goshawk PFAs are similar to general forest conditions except they 
contain approximately 10 to 20 percent higher basal area in the mid-aged to old trees groups than goshawk 
foraging areas and the general forest.  Goshawk nest areas have forest conditions that are multi-aged but 
are dominated by large trees with relatively dense canopies.  In goshawk foraging areas and PFAs, groups 
of 3 to 5 reserve trees shall be retained within management-created openings greater than 1 acre in 
ponderosa pine except where the strong potential for wind-through prevents the possibility of viable reserve 
trees or insects and/or disease prevent the eventual development of regeneration into large trees. 

Regions 

The three regions for Phase 1 are identified as: (1) Tusayan Ranger District (“Tusayan”); (2) Kaibab and 
Coconino National Forests (“KaiCo”); and (3) Tonto and Apache-Sitgreaves National Forests (“TAS”).  The 
Tusayan region is comprised of the Tusayan Ranger District and contains approximately 36,000 acres.  The 
KaiCo region is comprised of the Williams Ranger District of the Kaibab National Forest and the Flagstaff 
and Mogollon Rim Ranger Districts of the Coconino National Forest and contains approximately 
240,000 acres.  The TAS is comprised of the Payson Ranger District on the Tonto National Forest and the 
Black Mesa Ranger District of the Apache-Sitgreaves National forest and contains approximately 
24,000 acres.  Table 2 lists the DBH ranges and the corresponding harvest levels that are used for the 
treatment areas in Phase 1. 
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Table 2 
Phase 1 Harvest Levels for the Treatment Regions per Acre 

DBH Ranges 
Lumber Harvest 

    (CCF) (1) 
Lumber Harvest 

    (GT) (2) 
Residue 

    (CCF) (3) 
Residue 
    (GT) (2) 

0.1” to 4.9” 1.746 6.111 (N/A) (N/A) 
5.0” to 8.9” 1.288 4.508 0.380 1.330 
9.0” to 11.9” 2.078 7.273 0.499 1.747 
12.0” + 6.071 21.249 7.580 26.530 

1) Lumber harvest and residue values taken from the 4FRI Phase I Contract, measured in hundreds of cubic 
feet (“CCF”). 

2) For ponderosa pine, the 4FRI Phase I Contract uses the conversion of one CCF for 3.5 green tons (“GT”) 
for ponderosa pine. This is not an absolute conversion as the green weight is complicated by subtle 
changes in moisture content and species. 

3) The limbs, tops, and needles of cut trees greater than 6” DBH are regarded as residue. 
4) A DBH range of 0.1” to 4.9” is typically regarded as biomass. 

The Operator is to furnish the necessary personnel, material, equipment, services, and facilities to perform 
the scope of work.  The costs of road activities associated with harvesting is priced with the value of the 
products.  This includes all associated costs to contract and decommission temporary roads, complete pre-
haul, haul, and post-haul maintenance necessary to remove product volume.  All cutting methods are to 
use a degree of thinning by cutting some trees and leaving others.  Table 3 list the key contractual 
parameters for each treatment area. 

Table 3 
Phase 1 Restoration Treatment Regions (1) 

Parameter 
Region 1 
Tusayan 

Region 2 
KaiCo 

Region 3 
TAS 

Treatment Area (Acres) 36,000 240,000 24,000 
Minimum Timber Size Class at DBH (Inches) 7 6 6 
Minimum Diameter Inside Bark at Small End (Inches) 6 - 8  5 - 8 5 - 8 
Payment to Government Based on GT ($/GT) 0.80 3.50 2.70 
Treatment Per GT Residual Slash ($/GT) (3) 12.00 3.50 3.50 
Percentage Affected by Fuel (%) 17.0 17.0 17.0 
Mileage of Road (Miles) 48 320 32 
Total Road Maintenance Costs ($) 9,400 9,400 9,400 

1) Phase 1 restoration treatment regions statistics are taken from the 4FRI Phase I Contract. 
2) Adjustments to the base price to treat slash will be taken into account due to the volatility of gasoline and diesel fuel 

prices and changes in wage rates over the contract period. 

Each treatment region is priced separately and the payments for woody fiber are based upon GT.  Payments 
for additional residual slash treatments are based on GT.  The volume is to be priced per GT and sold 
scaled, all volume removed is scaled at the Operator’s expense.  The costs of road activities associated 
with harvesting are priced with the value of the products.  This includes all costs to contract and 
decommission temporary roads, complete pre-haul, haul, and post- haul maintenance necessary to remove 
product volume.  Burning is not included in this contract.  There is a cancellation ceiling in the event that 
the contract is cancelled due to a lack of funding.   

The Operator Responsibilities 

Pursuant to the 4FRI Phase I Contract, the Operator is to provide the following services: (1) commence 
work within 10 calendar days after receipt of Notice to Proceed or Task Order for specific work items; 
(2) complete the entire work ready for use no later than or as specified in each work order; (3) perform pre-
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commercial thinning activities; (4) perform harvesting activities; (5) fell damaged trees; (6) provide slash 
treatments; (7) assign an overall project manager to supervise work in the timber removal specifications as 
well as other road work, maintenance and obliteration; (8) assign sub-manager to supervise individual 
harvest units; (9) obtain permission to set up other than what is shown on the drawings on United States 
Department of Agriculture lands; (10) provide and maintain sanitation facilities for the work force at the site 
and dispose of solid waste in accordance with applicable federal, state, and local regulations; (11) submit 
certificates and test data to show compliance of materials and construction; (12) protect all known survey 
monuments, witness corners, reference monuments, and bearing trees; (13) implement protection 
measures for plants, residual trees, animals, stream course, meadows, wetlands, cultural resources, and 
cave resources; (14) perform precautions to prevent pollution of air, soil, and water from operations; 
(15) maintain storage facilities for oil and oil products, ensure no spills enter any streams or other water 
bodies, and notify the National Response Center of all releases of reportable quantities of hazardous 
substances on or in the vicinity of the treatment area; (16) clean equipment prior to entry into the treatment 
area to prevent the spread of noxious weeds; (17) minimize erosion from operations; (18) provide 
emergency fire precautions and an industrial fire precaution plan; (19) furnish a serviceable telephone, 
radio-telephone or radio system connecting each operating side with the headquarters; and (20) perform 
other duties as required. 

In addition, the Operator is to maintain the designated roads by performing the following tasks: (1) confine 
road construction and rights-of-way in what is permitted; (2) maintain roads, bridges, and other 
transportation facilities as required for harvesting; (3) maintain all temporary traffic controls; (4) remove and 
dispose of roadway vegetation and roadway obstructions; (5) remove and dispose of all material from 
roadway drainage ditches and culverts; (6) maintain a native or aggregate surface roadbed in a condition 
to facilitate traffic and provide proper drainage; (7) repair road surfaces so that they are inadequate to 
withstand continuing use; (8) provide surface stabilization to control road-surface loss, abate dust, improve 
road user safety, and minimize damage to adjacent resources; (9) remove snow from roads to facilitate 
logging operations; and (10) perform other duties as required.  The Owner reports that daily and weekly 
reports are issued to the USFS to demonstrate compliance with these requirements.  The USFS does not 
issue notification of compliance but rather documentation of non-compliance.  The Owner reports that no 
non-compliance notifications have been issued.  Further, the Owner provided an example of a 4FRI Phase I 
Contract close out task orders for review.  The Owner reports that the USFS does not close out a task order 
if there is any non-compliance with the 4FRI Phase I Contract requirements.   

Pre-Commercial Thinning 

Pre-commercial thinning reduces crown density, raises crown base height, and reduces crown fire potential, 
resulting in variable spaced groups of healthy trees.  Pre-commercial thinning guidelines differ between 
task orders due to varying site conditions, including insect and disease process. 

Felling Damaged Trees 

Damaged trees are to be felled and further treated by the slash treatments specified in the task orders.  
Damaged trees are all trees over three feet in height that are: (1) knocked down; (2) damaged to the extent 
that mortality or serious deterioration occurred; and (3) pushed partially resulting in permanent lean and 
visible damage to the root system. 

Harvest and Slash Treatments 

Harvest activities performed are to be mechanized, efficient, and ground based.  Task orders require felling, 
yarding, decking, and removal of trees.  Wood fiber not identified as product will be considered as slash.  
All acres under all task orders will require slash treatments to ensure the restoration of the landscape meets 
the desired conditions.  In general, the smallest trees and the tops and limbs or larger harvested trees, 
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constitute slash.  The following is also constituted as slash: (1) vegetation biomass larger than one inch in 
diameter and three feet long from operations; (2) snags, dead, and downed woody material larger than 
three inches in diameter and four feet long existing in treatment areas prior to operations; and (3) all 
vegetative debris associated with temporary road construction such as unutilized timber, brush, and 
grubbed stumps.  Slash treatment measures are listed but are not limited to: (1) chipping; (2) removal of 
slash; (3) short-bucking; (4) hand piling; (5) machine piling; (6) land piling; (7) grapple piling; (8) scattering; 
(9) lopping; (10) pullback; (11) crushing; and (12) mastication. 

Forest Service Responsibilities 

Pursuant to the 4FRI Phase I Contract, Forest Service is to provide the following services: (1) coordinate 
task order start date, execution, and completion; (2) maintain applicable National Forest System Roads; 
(3) designate the trees for removal using the description or prescription method; (4) designate on the 
ground all known survey monuments, sections corners, and other corner accessories; and (5) coordinate 
with the Operator to develop a schedule for the completion of slash treatments. 

Treatment Limitations 

Potentially all activity created from woody fiber down to biomass is a harvestable product.  Limits are placed 
on how much woody fiber can be removed from the treatment areas to maintain soil productivity and general 
ecological integrity and desired conditions.  The retained CWD is a combination of existing and created 
material.  All snags not identified as a safety hazard are to be retained unless otherwise agreed to by the 
parties.  The Operator is not obligated to move, treat, or otherwise manage existing pretreatment levels of 
biomass unless otherwise agreed to by the parties.  Operating in ponderosa forest in the southwest 
presents situations that exacerbate bark beetle activity that can lead to an increase in tree mortality.  To 
minimize the risk of increased bark beetle activity, the Operator is not to cut material more than 3 inches 
DBH between January and June, unless the material is removed, short-bucked, chipped, masticated, and 
dispersed widely within 30-60 days.  If activities occur during this period, slash shall be scattered rather 
than piled to facilitate quicker drying.  A silviculturist will monitor for increased bark beetle activity and if 
activity increases, a restriction period or other mitigation measures may become necessary.  The Owner 
reports that bark beetle has not been an issue historically.  The Owner believes that this, along with 
implementing the proper protocols described in this paragraph, should mitigate the risk of bark beetle 
causing a material restriction on logging activities.   

Inspections and Acceptance 

 The Operator should be capable of complying with the acceptance criteria under the 4FRI Phase I 
Contract and based on conversations with the Owner and Operator the budget assumes removal 
of all cut down tree materials, which is a conservative assumption.   

The Operator is to use a quality control inspection system to ensure that contract specifications are 
achieved.  For quality assurance, the Forest Service will conduct visual inspections, with random plots, on 
each payment unit to determine compliance with pre-commercial thinning, felling, harvesting and slash 
treatment specifications.  After treatments, the Forest Service will determine if a contractor has met the 
desired conditions by visual methods of determining: (1) the remaining trees per acre; (2) the amount of 
CWD; and (3) the size and distribution of groups.  When work is unsatisfactory, the Operator will be 
responsible for any rework to comply with contract requirements.  If the Operator disagrees with the random 
walk through results of the Forest Service, the Operator may request a formal systematic sample across 
the units.  The work quality is calculated by the following formula: 

Work Quality = (Acceptable Plots / Total Number of Plots) * 100 
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If the work quality is less than 90 percent due to re-workable items, such as leaving too many trees or 
incomplete slash work, the Operator shall rework the unit.  The unit will be re-inspected, and if deficient 
items are repaired, work will be accepted.  If the work quality is less than 90 percent due to too many trees 
cut, the payments are be reduced to a level equal to the work quality achieved.  For example, if work quality 
is 85 percent, payments are reduced to 85 percent of the pay rate for that pay item.  If the work quality is 
greater than 90 percent, payments are to be 100 percent of the unit price.  If the verification inspection 
results find unacceptable work, payments are not made until the work has been corrected to meet the 
specifications.  No additional credit or payment will be allowed for re-work of unacceptable work. 

Lumber and Residual Product Sales Agreements 
We have performed a review of the technical aspects of the IFP Sale Agreement.  Capitalized terms in this 
section of the Report, unless previously defined, have the same meaning as assigned to them in the IFP 
Sales Agreement.  Residual products are to be sold under sales agreements and to the market at market 
rates. 

IFP Sale Agreement 

The initial term of the IFP Sales Agreement expires on January 1, 2031 is set to automatically renew for 
successive five-year periods, unless either party notifies the other of its intent not to renew at least 6 months 
prior to the expiration of the current term.   

 Based on limited publicly available market information, the fees associated with the IFP Sales 
Agreement are consistent with the market.   

IFP is to purchase 100 percent of the lumber produced by the Operator that complies with the warranty 
terms set forth in the IFP Sales Agreement, and IFP is permitted to sell the purchased lumber to all global 
markets.  IFP is committed to only purchase up to 110 percent of the mutually agreed upon production 
targets and is not required to purchase a total Inventory Value greater than $6,000,000 at any given time.  
If the Owner produces more than 110 percent of the production target or above $6,000,000 total Inventory 
Value, IFP is to have the first right of refusal on the excess products.   

The terms of purchase and delivery are as follows:  

 Each Monday morning, the Owner is to deliver to IFP: (1) a report detailing the Accumulated 
Production, the aggregate Base Amount due from IFP, and a quality report for the Accumulated 
Production; (2) an authorized certificate stating that the lumber being sold is produced in 
compliance with applicable requirements set forth in the Fair Labor Standards Act and regulations 
and orders of the United States Department of Labor; and (3) a bill of sale.  

 On the Wednesday evening following the Monday morning deliverables, IFP is to purchase the 
Accumulated Production and is to pay the Owner an amount equal to the Base Amount for each 
cubic meter of sold Accumulated Production.  The Owner is to clearly mark the lot of each product 
purchased IFP.  Products are to be delivered to IFP at the mill where they were produced, unless 
another location is agreed upon in writing by both parties.   

In addition to the Base Amount for each cubic meter of sold Accumulated Production, IFP is to pay an 
Additional Payment, which is to equal:  (1) the amount received by IFP from third party purchasers of 
products, or as proceeds of letters of credit issued on behalf of such third party purchasers, net of all 
applicable sales and other transfer taxes and duties; minus (2) the sum of the Base Amount and any 
Financing Costs, all freight costs, transportation costs, loading costs, storage costs, insurance, bank 
charges, other direct costs, and IFP Commission.  If the Additional Payment is a negative value, the 
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difference is to be deducted by IFP from the next payment due to the Owner.  IFP is to provide detailed 
reports listing the sales transactions and provide a detailed breakdown of the calculation of the Additional 
Payment for the Owner to review.  All payments are to be made in U.S. dollars  

During the term of the IFP Sales Agreement, and for a period of 18 months following the termination of the 
IFP Sales Agreement, the Owner is not allowed to sell lumber to IFP customers unless the Owner:  
(1) obtains written consent from IFP; or (2) during the current term, in addition to the first nine months 
following termination of the IFP Sales Agreement, pay to IFP a 5 percent commission fee for any sales, and 
a 3 percent commission fee for any sales for the remaining 9 months of this 18 month period.  As reported 
by the Owner, during the term of the IFP Sales Agreement, and for a period of 3 months following the 
termination of the IFP Sales Agreement, the Owner is required to pay the stated commission regardless of 
customer. 

IFP is to provide the Owner with an annual marketing plan estimating the quantity and mix of products to 
be sold, markets to be serviced, and pricing of such products.  The Owner is to provide customer service 
and follow-up services, as needed, for IFP to adequately service the end user of the product, however, 
Customer Claims are to be handled by IFP.   

The Owner warrants that all products sold are to conform to the Owner’s published and standard industry 
specifications and will transfer the title of the sold products to IFP.   

Either party may terminate the IFP Sales Agreement if the non-terminating party:  (1) fails to perform its 
obligations set forth in the IFP Sales Agreement, and such failure continues for a period of 30 days after 
the terminating party has provided notice of such failure; or (2) the non-terminating party makes an 
assignment for the benefit of creditors, files for bankruptcy, or has bankruptcy proceedings filed against 
them and such proceedings are not dismissed within 60 days.   

Residual Sales Agreements 

As of the date of this Report, the Owner has several sales agreements for residuals produced as a 
byproduct from the sawmills and engineered wood products manufacturing.   

Novo BioPower, GRO-WELL Brands (“GRO-WELL”), Pioneer, Packing Corporation of America (“PCA”), 
Genahol Companies, and HM3 Energy, Inc (“HM3”) have provided letters of intent to purchase residual 
products.  Such letters are discussed in the following subsections.  

In addition to the residual sales letters of intent to purchase, Equustock OPCO, LLC (“Equustock”) and 
Central Valley AG Grinding (“CVAG”) have provided letters of support.  Equustock and the Owner are 
contemplating a manufacturing and marketing partnership to support a new processing and bagging facility.  
CVAG specializes in bulk material movement and would support the Owner by transporting residual 
products as needed.   

Novo BioPower 

Novo BioPower is a renewable energy company, with primary focus in biomass power generation utilizing 
wood waste as the primary fuel source.  Currently Novo BioPower operates a 28 megawatt (“MW”) biomass 
power plant located in Snowflake, AZ and sells power under two power purchase agreements.  It is reported 
that the biomass facilities utilize 300,000 GT of slash or wood chips annually.   
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In its letter of intent to purchase, Novo BioPower anticipates supplying the majority, if not all, of its biomass 
power generation fiber demand from the Facilities and NSWP.  Novo BioPower anticipates paying $38 per 
bone dry ton for the wood delivered to Novo BioPower’s facility site.   

 Currently the Novo BioPower’s power purchase agreements expire in 2023.  Novo BioPower 
reports that it is working to extend the power purchase agreement terms.  If the power purchase 
agreement terms are not extended, this could influence Novo BioPower’s decision to move forward 
with the purchase of the residual products from the Facilities. 

GRO-WELL Brands 

GRO-WELL specializes in the production and marketing of all natural and organic products by recycling 
wood and food waste.  GRO-WELL has production facilities in Arizona, New Mexico, Idaho, and California 
and owns all-natural and organic lawn and garden brands currently available at local home improvement 
and department stores.   

In its letter of intent to purchase, GRO-WELL anticipates buying 80,000 GT of product from the Facilities 
and NSWP.  GRO-WELL anticipates increasing its purchase volume to satisfy markets by installing 
additional processing equipment.   

GRO-WELL currently purchases residual products from the Facilities and current prices paid for products 
are:  (1) $38 per GT of unscreened bark; (2) $23 per green short ton of screened debarked wood chips 
from the sawmills; and (3) $20 per green short ton of unscreened wood chips from the sawmills and whole 
tree chips from the forest.  All prices are for products at the mill or in the forest and do not include freight 
costs.  

Pioneer 

Pioneer is a wholesale distributer of residual mill products.  In its letter of intent to purchase, Pioneer plans 
on initially purchasing 1,000 tons of bark and 1,000 tons of wood chips in Year 1, which, as reported by 
Pioneer, is to grow at a rate of 1,000 tons annually for both products. 

 An anticipated cost for bark and wood chips is not specified in Pioneer’s letter of intent to purchase 
residual products, nor is a cap on the total tons of bark and wood chips to be purchased.   

Packing Corporation of America 

PCA is a corrugated and container board producer.  PCA reports to have plants, fulfillment centers, and 
supply centers throughout the U.S. to meet the packing needs of its customers and relies on forest product 
residuals at the main source of fiber supply.   

As noted in its letter of intent to purchase, PCA received a test railcar of wood chips from Lumberjack and 
found that the wood chips received were acceptable for the production of wood pulp, which is used by PCA 
to manufacture linerboard and kraft paper.  Based on the success of the trial, PCA is considering purchasing 
wood chips from the Facilities.  PCA notes in its letter of intent to purchase that though current market 
prices are $89 per bone dry ton, prices between $115 and $120 bone dry ton could be realized to offset 
other expensive increments.    

 An anticipated cost range for residual products is specified in PCA’s intent to purchase, rather than 
a set price.  We expect a set price for the residual products to be determined at a later date.   
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Genahol Companies 

Genahol Companies is working to finalize the funding of three new projects that will convert wood fiber into 
activated carbon and low sulfur marine and aviation fuels.  Genahol Companies issued a letter of intent to 
purchase residual sawmill wood waste and forest wood waste from the Facilities.  The Facilities’ residual 
products are to be utilized as the primary source of fiber utilized in the conversion process at the new facility 
being developed in Snowflake, AZ.  

The Snowflake project is to begin operations by utilizing 200 tons per day of the Facilities’ residual products 
and Genahol Companies expect to increase the daily feed stock tonnage over a two year period to 600 
tons per day.  The new Snowflake facility is expected to break ground in the second quarter of 2021 pending 
the award of the contract and agreement.  In the letter of intent to purchase, Genahol Companies states it 
is committed to purchasing the residual products at a starting rate of $27.50 per ton, which is to escalate  
in accordance with a mutually agreed upon inflation index, which is to be reviewed and adjusted, as needed, 
every two years.  The residual products are to be delivered to the Snow Flake facility and the term of the 
agreement is to be for 20 years.   

HM3 Energy, Inc. 

HM3’s primary work is developing a cost-effective torrefaction technology to turn forest waste and mill 
residues into carbon neutral bio-coal.  Though HM3’s initial market was Japan, HM3 visited Northern 
Arizona in 2018 to learn about 4FRI’s efforts to thin forests and received the United States Forest Service 
(“USFS”) Wood Innovations Grant in 2019.  Under this grant, HM3 is working with Northern Arizona 
University’s Ecological Restoration Institute and Coconino County to gather information, including potential 
commercial site selection, engineering, biomass availability, and shipping logistics to locate a 50,000 metric 
ton per year bio-coal plant in Northern Arizona that could later be expanded to 100,000 metric tons.   

HM3 is in the process of securing conditional off-take agreements with at least three potential customers 
for the purchase of the carbon neutral bio-coal.  HM3 is also in discussions with the Owner and NSWP 
regarding the purchasing of fiber supply for the planned expansion.   

In its letter of intent to purchase, HM3 states that it intends to purchase a minimum of 160,000 green tons 
annually of residual products form the Facilities at a price of $27 per green ton of product delivered to the 
future manufacturing location.  The term of the contract would be for 20 years.  An off-taker has issued a 
letter of intent to purchase the torrefied black briquette product produced by HM3 from the residual products 
purchased from the Facilities.  We did not review a formal sales and purchase agreement for the torrefied 
black briquette produced.   

Equustock OPCO, LLC 

Equustock develops, manufactures, and markets wood based absorbent products.  Equustock products 
include large and small animal bedding; home, automotive, large industrial, and environmental absorbent 
application products; and natural bio fuel products.   

In its letter of support, Eqquustock states that the Owner approached Equustock about creating a 
manufacturing and marketing partnership where Equustock would finance the equipment needed for a 
processing and bagging facility, and the Owner would supply the fiber, facility, and operations of the 
production line.   

 The specific terms and conditions of the manufacturing and marketing partnership are not 
expressed in Equustock’s letter of intent to purchase.  We anticipate these terms and conditions 
would be developed and finalized at a later date.   
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Central Valley Ag Grinding 

CVAG specializes in bulk material movement nationally and internationally and provides the infrastructure 
and systems for moving biomass chips.  CVAG also makes its solar drying pads at their Port of Stockton 
facility available for additional drying of products prior to shipment.   

CVAG’s letter of support states that CVAG is to provide the infrastructure and systems necessary for moving 
biomass chips from Northern Arizona, where the Facilities are located, to the end markets.  The Port of 
Stockton facility is fully equipped and permitted for loading biomass onto bulk vessels for export.  The 
current wood chip vessel loading capacity at the Port of Stockton is 1,000,000 green basis metric tons per 
year.   

Installation of Lumberjack, Windfall, and EWP 

Installation Arrangements 
The Lumberjack expansion will be executed by multiple parties under the supervision of the Owner including 
Wood-Mizer for general arrangement of the TV6000, automated sorter, and new kiln (the gang saw will be 
located where the current gang saw is operating).  KTC will be providing structural engineering services 
based on a geotechnical report that was issued in May by WTI.   

Except as specifically stated otherwise in the Project Section of this Report, all of the equipment for Windfall 
is to be supplied by Wood-Mizer pursuant to the Windfall Engineering Agreement.  KTC completed the 
structural engineering for Windfall based on a geotechnical study by WTI pursuant to an engineering 
contract between KTC and the Owner (the “KTC Contract”) and is to complete the steel foundation designs 
for the equipment by the end of September.  Wood-Mizer is to install all of the equipment for Windfall 
pursuant to an installation agreement (the “WM Installation Agreement”).  BEP is to provide the general 
layout of the planer mill portion of Windfall.   

The Owner reports that the second EWP line equipment is to be procured by the Owner and installed by 
local certain vendors or local mechanical installers, as appropriate, which is consistent with how the first 
EWP line was installed, commissioned, and started.     

The Hurdle mill and certain other equipment at GPR is to be dismantled and moved to Windfall using 
Operator employees and equipment as well as local contractors.   

During the construction monitoring phase of the work, we will review and summarize the key equipment 
and installation agreements upon final negotiations of these agreements by the Owner.   

Windfall Engineering Agreement 
Under the Windfall Engineering Agreement, the Windfall Engineer is to develop engineering services 
including equipment arrangements, specifications for saw machinery, material handling, and waste 
handling equipment, estimate manufacturing, and installation schedules, and provide firm pricing on 
equipment to be supplied by Wood-Mizer for installation by others.   The Windfall Engineer is to produce 
issued-for-installation level drawings and specifications for the Installation Contractor.  

The Windfall Engineering Agreement is a time and materials agreement with no penalties and required a 
deposit of $100,000 payable by the Operator upon execution of the Windfall Engineering Agreement, and 
fully refundable should the Operator order equipment from Wood-Mizer with a value of $2,000,000 or more.  
No guarantees, warranties, or schedule for completing such engineering services are provided.  
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Windfall will be engineered and installed in three parts, Mechanical, Structural, and Electrical.  

 Mechanical - Wood-Mizer, pursuant to the Wood-Mizer Engineering Agreement, will engineer any 
new saw equipment.  Wood-Mizer will also fabricate and facilitate installation of their equipment 
pursuant to a draft purchase agreement between the Owner and Wood-Mizer. 

 Structural – KTC, pursuant to the KTC Engineering Agreement, will engineer any structural layouts 
for the sawmill & planer mill.  Once final drawings are completed the Operator will put out to bid a 
structural bid package for structural fabricators to quote.  Part of the bid process will include 
selecting a structural contractor who will assist Wood-Mizer in their equipment placement on the 
fabricated structure. 

 Electrical – IMEG, pursuant to the IMEG Engineering Agreement, will engineer any electrical 
layouts for the sawmill, kilns, & planer mill.  Once final drawings are completed the Operator will 
put out to bid an electrical bid package for electrical installers to quote.    

Lumberjack and EWP Engineering  
Except for the geotechnical and structural engineering, the Owner is to self-perform the engineering 
required for Lumberjack and EWP.  The engineering of Lumberjack and EWP is anticipated to include a 
detailed equipment list, plans for procurement of the equipment, equipment arrangements, PE stamped 
and sealed structural and electrical drawings, budgetary installation cost estimates, and estimated 
installation schedule.  The completed issued-for-installation level engineering package to be developed by 
the Owner is to be provided to the various installation contractors for use in constructing Lumberjack and 
EWP.  As stated to in the Project Participants section of the Report, the Owner has demonstrated the 
capability to self-perform these activities.   

Procurement  
Generally, the Owner is to self-perform procurement of equipment required for the Lumberjack and EWP 
and certain equipment for Windfall, with certain equipment and materials (such as structural steel and 
electrical materials) to be procured by the various installation contractors. 

The major equipment to be procured by the Owner for the Lumberjack expansion is as follows. 

 1 new 750 horsepower dual fuel (shavings and propane) boiler 

The major equipment to be procured by the Owner for Windfall as reported by the Owner is as follows. 

 1 used log deck infeed and trough conveyor  

 2 currently owned debarkers, a Nicholson A5A 27-inch and Valon Kone MKV-21 21-inch diameter 
capacity debarkers which are to be refurbished by the manufacturers 

 2 used metal detectors that are to be obtained which the owner will have inspected and serviced 
by prior to incorporation into Windfall.   

 1 existing Hurdle model #2018 headrig saw that is to be recovered from GPR  

 2 new Wood-Mizer TV6000 headrig saws 

 4 new Wood-Mizer HR6000 double horizontal band resaws 

 8 new Wood-Mizer EA3000 edger circular saws 

 2 new Wood-Mizer MR5000 circular gang saws 
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 1 used CSMI 20 foot model circular trimmer saws acquired from the Warrenton Purchase and 
inspected and serviced by the Owner and USNR   

 1 used Hemco model 29 bin sling sorter from Hemco that is to be inspected and serviced by Owner 
and USNR 

 1 used Lunden - MoCo sticker-stacker from USNR/Comact that is to be inspected and serviced by 
Owner, USNR, & Comact 

 6 new Nyle package drying kilns 

 1 new Valutec progressive kiln 

 1 used Stetson Ross planer from Machinery Sales that is to be inspected and serviced by Owner 
and Miller Manufacturing 

 1 new Gilbert high speed planer that is to be inspected and serviced by Owner and Gilbert  

 An existing, owned Comact model Grade-EX automatic lumber grader 

 1 existing Comact model 3538.24 finish trimmer circular saw from the Warrenton Purchase, 
inspected and serviced by Owner and Comact. 

 1 used Hemco 38 bin sling sorter that is to be inspected and serviced by Owner and USNR 

 1 used Hemco stacker that is to be inspected and serviced by Owner & USNR 

 Various new or used chain conveyors and unscramblers 

 New residuals collection and handling system 

 New dust management system 

The major equipment to be procured by the Owner for EWP is as follows. 

 3 custom built infeed decks, tilt hoists, and spill tables  

 2 used Barr Mullin model Brute automated circular chop saws upgraded by Tisfoon and 2 
equivalents for the second line. 

 1 new Conception CRP 2000 automated finger jointer 

 1 new Quick Machinery Company model edge gluer  

 1 used Kentwood model M609HD-300 moulder from (or equivalent) inspected and upgraded by 
Akhurst Machinery Limited 

 Used paint line by American Finishing Systems model number LSP/SWM 2612-4-AAA combination 
sprayer/stain wiping machine.   

 Various new and used chain conveyors and walking floor conveyors 

 Used residuals collection and handling system 

 Combination of new and used equipment that makes up the dust management system.  The new 
equipment is from CSL Industrial Systems.   

Installation 
The new kiln at Lumberjack will be installed by the kiln supplier under a turnkey agreement.  The second 
EWP line is to be installed by the local contractors.  Such contemplated installation contractors are 
anticipated to install the equipment procured by the Owner and complete the installation of EWP based on 
the information supplied by the Owner.   

In the case of Windfall, the geotechnical study has been performed by WTI and structural engineering has 
been performed by KTC.  BEP will provide the general arrangement design of the Windfall planer mill.  The 
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installation of all equipment, electrical installation, commissioning, start-up, and testing of Windfall will be 
performed by Wood-Mizer, KTC, BEP, IMEG, and installation contractors, under the respective engineer 
and contractor agreements, which will be reviewed upon receipt.   

Summary 
Based on our review, we are of the opinion that, given the nature of the lumber mill and engineered wood 
product facilities and the experience of the Owner’s senior management, the hiring of a construction 
manager, which has occurred, and assuming careful Owner oversight of installation, the procurement and 
installation approach in the absence of a wrapped turnkey agreement, is reasonable.  The kiln supplier for 
the Lumberjack kiln and the Owner as the EPC Contractor for EWP and Windfall is responsible for 
commissioning and start-up.  Further, the Owner has provided the necessary interconnections for the major 
off site requirements, including water supply, fuel supply, and electricity supply.      

The Owner will demonstrate the performance of Lumberjack kiln, EWP, and Windfall.  We will independently 
monitor installation and completion of the Lumberjack kiln, EWP, and Windfall including the issuance of the 
Independent Engineer’s completion certificate(s).    

Windfall and EWP Capital Costs 
We have reviewed the overall installation cost estimate as provided by the Owner in the file “NewLife Forest 
Products Operating Model vGS Audit 8.xlsx,” which was received on October 7, 2021 and together with 
discussions from the Owner (the “CapEx Budget”).  The total project capital cost in the CapEx Budget is 
$110,042,111 which includes Owner contingency and is summarized in Table 4 and is broken down into 
total construction costs of $69,096,022 (the “Total Construction Costs”) and other costs of $40,946,089 
(the “Other Costs”).  
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Table 4 
Total Project Capital Costs (1) 

Category Construction Costs 

Construction Costs 
Direct Construction Costs 
Windfall Engineering 250,000 

Windfall Equipment 24,064,378 

Windfall Installation 12,070,000 

Second Line at EWP 3,455,000 

Bellemont Site Railyard  7,000,000 

Bellemont Site Building Purchase 17,600,000 

Heber Equipment (Lumberjack kiln)   1,250,000 

SubTotal Direct Construction Costs 65,689,378 

 
Indirect Construction Costs  
Owner’s Project Management 325,000 

SubTotal Indirect Construction Costs 325,000 

 
Contingency   3,081,644 

Total Construction Costs 69,096,022 

 
Other Costs (2) 

Debt Service Reserve  11,052,625 

Capitalized Interest 8,574,340 

Transaction Expenses and Fees 7,703,150 

Mortgage Repayment 1,000,000 

PPP Loan Refinancing 1,340,974 

Working Capital 10,000,000 

Lease Termination Fee    1,275,000 

SubTotal Other Costs 40,946,089 

 
Total Project Capital Costs 110,042,111 

1) As estimated by the Owner. 
2) Not included in our comparative analysis of Total Construction Costs as these 

costs vary from project to project and are project or deal specific. 

The Owner intends to purchase rolling stock and/or forestry equipment from time to time through capital 
leases.  We confirm that rolling stock and forestry equipment are commodity pieces of equipment readily 
available from a wide range of suppliers including Caterpillar, John Deere, Komatsu, Tigercat, Bell, Ponsse, 
and Timberjack among others. 

The Owner already has leases on a number of pieces of equipment with interest rates in the 3.0 pecent – 
3.5 percent range, we note the Projected Operating Results assumes 6.5 percent and can reasonably 
expect to attain low interest rate leases from equipment manufacturers seeking to close equipment sales 
to the Owner. 
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Total Construction Costs 

The Total Construction Costs include the direct construction costs of $65,689,378 (the “Direct Construction 
Costs”), indirect construction costs of $325,000 (the “Indirect Construction Costs”), and contingency of 
$3,081,644 (the “Contingency”), as discussed below.   

Direct Construction Costs 

Direct Construction Costs are those costs that are directly related to the engineering, procurement, 
construction, commissioning, and start-up of physical facilities for a project.  We discussed with the Owner 
the methodology used to estimate the Direct Construction Costs.  The Owner is already working with certain 
engineering firms to develop the design, and through that work has gotten quotes and proposals for the 
estimated cost to complete remaining engineering work.  With respect to the procurement of equipment, 
the Owner has received bids and proposals for the equipment, which is used as the basis of the equipment 
estimate.  Additionally, some of those bids are from turn-key equipment suppliers who have also provided 
budgetary costs for installation of the equipment.  Included in the Direct Construction Costs is also an 
Owner’s estimate for the purchase of the existing building which will house Windfall and EWP at the 
Bellemont Site.  A budget line item for the railyard construction, which includes land acquisition as well as 
rail equipment (rolling stock), rail design, and track components, is included and based upon bids and 
estimates.  The Direct Construction Costs also include a line item for purchasing a new kiln and associated 
equipment at Lumberjack, which is based upon vendor quotes.     

Indirect Construction Costs 

Indirect Construction Costs are costs that are required to support the construction of the Project, but are 
not directly concerned with the construction of the physical facilities.  Indirect Construction Costs included 
in the Cap Ex Budget include the Owner’s project management budget.  It is important the Owner has 
oversight during construction budgeted to ensure the construction contractor is completing the scope of 
work in accordance with specifications.  It is the Owner’s construction project manager’s responsibility to 
administer and advise the Owner on the construction of the Project in accordance with the construction and 
financing documents, which includes design, procurement, construction, inspection, quality assurance 
compliance, and start-up and commissioning.  The budget for Owner’s project management is $325,000, 
and the Owner also reported that additional project oversight will be provided by existing Owner’s staff on 
an as-needed basis, but will be budgeted out of the Owner’s overhead.    

Contingency 

The Cap Ex Budget includes a Contingency of $3,081,644 or approximately 4.5 percent of the Total 
Construction Costs.  This Contingency budget was estimated by the Owner by taking 5 percent of the 
budgeted line times for the costs of all equipment, all engineering, all installation, and the railyard 
equipment.  As those line items are based upon quotes, we are of the opinion putting contingency on each 
line item is a reasonable method for building up the contingency budget.  It is important to note that this 
Contingency is a budget that would be held as unallocated funds to be used by the project company or 
borrower to cover potential cost overruns and is considered separate from any contingency the construction 
contractor maintains, since the project company or borrower does not control the construction contractor’s 
contingency.  The Contingency budget of $3,081,644 is reasonable based upon the stage of the project in 
development and the method used to determine the Contingency.      

Summary 

Based on our review, we are of the opinion that the estimates, which serve as the basis for the Total 
Construction Costs, were developed in accordance with generally accepted engineering practices and 
methods of estimation.  Further, the Total Construction Costs should be sufficient to complete the Project.    
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Other Costs 

Other Costs are estimated at $40,946,089 and consist of transaction and financing costs, initial working 
capital, and a lease termination fee.  The transaction and financing costs line item, based upon our review 
of the Cap Ex Budget and discussions with the Owner, includes items such as refinancing costs, loan 
repayments, capitalized interest, debt service reserve, and fees.  We did not review nor do we opine on the 
Other Costs budgeted by the Owner, as these costs are outside of our technical comparable metrics and 
are outside of our area of expertise. 

Windfall and EWP Installation Schedules 
We have reviewed the milestone schedule for the Facilities presented in the file “NLFP Project Gantt Chart 
July 2021 Final.xls” (the “Schedule”).  The Schedule is a milestone level Gantt chart developed by the 
Owner, and which is separated into six different equipment areas of ordering and installing the equipment, 
and also separated by the different key areas of the process.  The key milestone dates in the Schedule are 
presented in Table 5. 

Table 5 
Schedule Milestones 

Key Event Start Date 
Windfall Sawmill 
Engineering Complete  9/30/2021 
Order Equipment  9/5/2021 
First Equipment Delivery (1) 12/31/2021 
Mechanical Completion Gang Saws 1/31/2022 
Substantial Completion Gang Saws 2/28/2022 
Mechanical Completion ReSaws 4/15/2022 
Substantial Completion ReSaws 5/30/2022 
Mechanical Completion TV 6000 (headrig) 6/15/2022 
Substantial Completion TV 6000 (headrig) 6/30/2022 
Mechanical Completion Edgers 10/31/2022 
Substantial Completion Edgers 11/15/2022 
Mechanical Completion TV 6000 (2nd headrig) 12/15/2022 
Substantial Completion TV 6000 (2nd headrig) 12/31/2022 
Mechanical Completion Bull Edgers 4/15/2023 
Substantial Completion Bull Edgers 4/30/2023 
Final Completion Windfall Sawmill 5/30/2023 
Windfall Planer Mill 
Engineering Complete 6/30/2021 (A) 
Order Equipment 9/5/2021 
Deliver Equipment 11/15/22 
Mechanical Completion  12/15/2022 
Substantial Completion  12/31/2022 
Final Completion 2/28/2023 
Windfall Dry Kilns 
Issue RFPs 6/1/2021 (A) 
Order Kilns 7/19/2021 
Deliver Kilns 1/1/2022 
Mechanical Completion First Kilns 2/15/2022 
Substantial Completion First Kilns 4/30/2022 
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Table 5 
Schedule Milestones 

Key Event Start Date 
Final Completion 12/31/2022 
Lumberjack Kiln 

Order Dry Kiln 9/5/2021 

Receive Dry Kiln 8/5/2022 
Install Dry Kiln 8/6/2022 
Mechanical Completion Dry Kiln 10/1/2022 
Substantial Completion Dry Kiln 10/15/2022 
Final Completion Dry Kiln 11/1/2022 
1) As discussed below, the deliveries for all equipment is rolling across the duration of the project and all arrive 

prior to installation commencing.  

Schedule Duration and Activities 

The Schedule is a high-level milestone schedule with planned durations for the key work fronts as estimated 
by the Owner.  The deliveries are all staged based upon type of equipment and when that equipment 
installation will commence, and all deliveries are shown to support the planned installation durations.  The 
overall duration from the completion of engineering on September 30, 2021 to Final Completion of all 
sawmill and kilns on May 31, 2023 is approximately 20 months.   

Summary 

Based on our review, we are of the opinion that, barring unforeseen events that are prejudicial to material 
delivery, equipment delivery, or construction that directly affect the Facilities, the approximate 20 month 
schedule from completion of engineering through Final Completion is achievable using generally accepted 
construction and Project management practices and adhering to a detailed work plan.      

Technical Review of the Project 

Review of Technology 
The overall purpose of a sawmill is to turn whole trees (roundwood) into dimensional lumber and other 
valuable products, the former being marketed as building materials, and the latter being primarily derived 
from residuals including bark, sawdust, chips, and shavings.  The products produced by Lumberjack and 
Windfall are principally to be boards of nominal thickness of 1 inch with widths varying between 4 inches 
and 12 inches, with lengths up to 16 feet.  Bark, sawdust, chips, and shavings are to be sold without further 
processing, or may be burned on site as a fuel to heat the drying kilns. 

Lumberjack and Windfall primarily begin with the breakdown of harvested raw trees as feedstock into rough 
green boards in the sawmill, after which the boards are kiln dried for stabilization.  After drying, the boards 
are milled and trimmed into their final dimensions and lengths in the planer mill.  The finished lumber is 
sorted, stacked, and packaged for storage and transportation.   Also, lengths of dimensional lumber that 
are too short to directly market may be finger-joined and edge-joined at EWP to make larger boards, adding 
value.  The details of the processes of each of the Project are described in the Mechanical Equipment and 
Systems section of this Report. 

The cutting and material handling machines used in sawmills originated from basic mature technologies 
that have been in use for hundreds of years.  More recently, sawmills have evolved over the past 100 years 
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into its current form which relies exclusively on electric motors to drive saws and material handling 
equipment, dramatically reducing manual labor and increasing yield.  Although refinements continue, many 
of the major advances in technology, which have included improved materials, automation, and computer 
assistance with determining placement of cuts (“merchandizing”), have been in place for over 40 years. 

The forestry equipment that the Owner currently uses and proposes to use for tree harvesting, including 
bunchers, skidders, processors, log loaders, chipper grinders, and the associated support equipment have 
been utilized in the industry for many years and represent mature and proven technologies.  

The debarkers and metal detectors currently used or proposed at Lumberjack and Windfall are of 
technologies that have been employed in the sawmill industry for 100 years and are mature and proven 
technologies. 

Circular saws have been utilized in sawmills since the 18th century.  Improvements over the years have 
included material of construction (e.g. carbide tipped blades that resist wear), configuration, and 
automation, however circular saws are a mature technology.  Configuring multiple movable saw blades on 
a single shaft (arbor) that are adjustable allow a machine center to make multiple parallel cuts 
simultaneously and is also well established in the sawmill industry.  Applications of mature circular saw 
technology include the Hurdle headrig (to be used at Windfall) which uses a single circular saw to make 
repeated cuts to produce a cant, the Ukiah gang saw at Lumberjack which uses 20 circular saws mounted 
on 2 arbors, and the Wood-Mizer MR5000 circular gang saws which uses 40 circular saws mounted on a 
single arbor, the latter two examples simultaneously produce boards of desired thickness.  In addition, the 
Wood-Mizer EA3000 edger saws which uses up to 4 circular saws mounted on a single arbor to 
simultaneously trim edges of boards. The application of circular saws at Lumberjack and Windfall is a 
mature and proven technology. 

Band saws came into use in sawmills in the 19th century due to advancement in technologies allowing for 
smaller cut width (kerf) and ability to accommodate larger logs.  Multiple applications of band saws in a 
single machine require moving the pair of wheels that guide each of the blades to vary dimensions of the 
cut width.  The Albany Air Column Band Mill Headrig at Lumberjack uses a single vertical bandsaw whereby 
multiple passes are used to produce the desired sized cant, and the Wood-Mizer TV6000 headrig planned 
for both Lumberjack and Windfall use two movable band saws to produce different dimensioned cants or 
boards and are examples of such mature band saw technology.  The application of band saws at 
Lumberjack and Windfall is a mature and proven technology. 

Automated optical scanning allows a computer to optimally merchandize log cuts and together with 
automated feed and manipulation of feedstock and product increases productivity and yield.  Such types of 
automation that is used at Lumberjack and Windfall continues to evolve but are mature and proven.   

The Deltech kiln at Lumberjack is directly fired using waste sawdust, which is of a type that has been in use 
in the lumber industry since the 19th century.  Each of the other kilns either in operation or proposed for 
Lumberjack and Windfall utilize either natural gas or propane firing a hot water boiler which provides heat 
to the enclosure to dry the lumber; such technology has generally been utilized in the lumber industry since 
the 19th century.  While there are have been advances in control systems for regulating temperature and 
humidity of the process, in general the technology currently employed or proposed for all of the kilns at 
Lumberjack and Windfall are a mature and proven application of batch-loaded package lumber drying kilns 
typical in the industry. 
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The Coastal, Miller and/or Gilbert planers and Comact trimmer saws currently utilized or proposed for use 
at Lumberjack and Windfall are of a typical and customary technology and of the type used for such 
application in the lumber mill industry.   

The finger joint production equipment used in EWP is of a technology that has been utilized in the lumber 
industry for 100 years.  The concept of finger joining came about in the 1920s and was patented for use in 
structural applications in 1966 with such patent expiring in 1986.  The proposed finger joining, end gluing, 
edge gluing equipment, and the glues to be used for EWP is well established in the engineered lumber 
industry, utilizing specially shaped rotating blades to cut the fingers, automated gluing and clamping 
machinery, and finishing the completed assembly with a joiner.  

Used Equipment 

 Based on conversations with industry veterans, it is common for salvaged/used equipment to be 
utilized at another facility based on that facility’s unique regional economic or market condition.   

The Owner has reported that it will recover certain equipment from the GPR mill that it owns and plans to 
decommission and will procure certain other equipment used from third parties, both of which it intends to 
have refurbished to functionally as-new condition.  The level of required refurbishment will be determined 
once the condition of such used equipment can be evaluated in detail. 

Equipment to be recovered from the GPR mill by the Owner is to include the log deck infeed conveyor, 
headrig saw, outfeed conveyor, and chipper (the “Transferred Equipment”).  The Owner has reported that 
it will inspect the Transferred Equipment prior to installation.  

The Owner plans to utilize certain used equipment from the Warrenton Purchase as well as other equipment 
that the Owner may source from numerous used equipment wholesalers.   

Summary 

The logging, sawmill, and engineered wood products technology proposed for the Project is a sound, 
proven method of harvesting trees, producing lumber, and manufacturing lumber, respectively and can be 
applied consistent with the technical requirements of the 4FRI Phase I Contract.  Further, based its 
operating experience to date, the key pieces of equipment utilized or to be utilized at logging operation, 
Lumberjack, Windfall, and EWP are proven design(s).  Lastly, the Owner has adequately provided the 
interconnections for the major off-site requirements, including fuel, electric, water supply, and wastewater 
disposal.   

Estimated Useful Life of the Project 
Provided that: (1) the Project is constructed and operated as proposed by the Owner, Windfall Engineer, 
and the Operator; (2) all equipment is operated in accordance with manufacturer recommendations; (3) all 
required renewals and replacements are made on a timely basis; and (4) fuel, electricity, and water used 
by the Project are within the required range with respect to quantity and quality, the Project should have a 
useful life extending beyond the term of the bonds. 

Operating History 
The Operator has programs and procedures in place to provide labor, materials, and technical resolutions 
required for the O&M of the Project.  Table 5 lists the lumber production volumes for the following grades 
of lumber: (a) #2 &Btr; (b) #3; (c) #4; (d) #5; (e) Wets; (f) Rough; and (g) Dimensions.  Also included in 
Table 6 are the residual production tons for the following products: (a) Bark; (b) Clean Woods Chips; 
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(c) Planer Shavings; and (d) Sawdust.  The focus of this review is to ensure appropriate attention is directed 
at the ongoing operating conditions. 

Table 6 
Historical Lumber and Residual Production Statistics 

Parameter    2018 (1)    2019 (1)    2020 (1)    2021 (2) 
Lumber Production 
#2&Btr (MBF) (3) 406 153 62 281 
#3 (MBF) 6,059 3,797 1,977 1,945 
#4 (MBF) 2,443 1,948 1,956 1,023 
#5 (MBF) 269 183 266 287 
Wets (MBF) 162 78 46 124 
Rough (MBF) 676 65 0 0 
Dimension (MBF)        465      1,260          0          0 
Total Lumber Processed (MBF) 10,480 7,484 4,307 3,661 
Total Lumber Processed (Tons) (4) 53,469 38,184 21,974 16,269 
Residual Production 
Bark (Tons) (5) 4,014 2,866 1,650 1,402 
Clean Wood Chips (Tons) (6) 12,146 8,674 4,992 4,243 
Planer Shavings (Tons) (7) 3,825 2,732 1,572 1,336 
Sawdust (Tons) (8)      4,433      3,166      1,822 1,548 
Total Residual Production (Tons) 24,419 17,437 10,036 8,529 

1) As reported in the (1) The NLFP – Volume by Grade excel sheet titled “7.01 NLFP - Production-Sales-
Shipping volume by grade_SMS.xlsx” and (2) The NLFP – Profit and Loss excel sheet titled “7.01 & 8.01 
NLFP - P&L 2018-2020_SMS.xlsx” (collectively, the “Historical Production”). Facilities include 
(a) Lumberjack and (b) GPR. 

2) As reported by the Owner through May 2021.   
3) Thousand Board Foot Measure (“MBF”). 
4) The Total Lumber Processed (Tons) equals The Total Lumber Processed (MBF) divided by the board feet 

to ton equivalent conversion factors taken from the Historical Production.  Each facility has a different 
conversion factor and the average (196 BFM/Ton) of Lumberjack, Windfall, and EWP was calculated. 
Lumberjack uses 225 BFM/Ton and GPR uses 167 BFM/Ton. 

5) The Bark (Tons) equals the Total Lumber Processed (MBF) divided by the Residual Tonnage per MBF of 
lumber equivalent conversion factors taken from the Historical Production.  Each facility has a different 
conversion factor and the average (0.383 Tons/MBF of Lumber) of the facilities was calculated. 

6) The Clean Wood Chips (Tons) equals the Total Lumber Processed (MBF) divided by the Residual Tonnage 
per MBF of Lumber equivalent conversion factors taken from the Historical Production. Each facility has a 
different conversion factor and the average (1.159 Tons/MBF of Lumber) of the facilities was calculated. 

7) The Planer Shavings (Tons) equals the Total Lumber Processed (MBF) divided by the Residual Tonnage 
per MBF of Lumber equivalent conversion factors taken from the Historical Production. Each facility has a 
different conversion factor and the average (0.365 Tons/MBF of Lumber) of the facilities was calculated. 

8) The Sawdust (Tons) equals the Total Lumber Processed (MBF) divided by the Residual Tonnage per MBF 
of Lumber equivalent conversion factors taken from the Historical Production.  Each facility has a different 
conversion factor and the average (0.423 Tons/MBF of Lumber) of the facilities was calculated. 

The historical Total Lumber Production and Total Residual Production were highest in 2018.  The historical 
Total Lumber Production and Total Residual Production was lowest in 2020.  During 2019, the lower 
production values were due to a relatively high volume of small diameter saw logs being provided that were 
unable to be processed by the then-existing sawmill equipment.  During 2020, the low production values 
were due to the COVID-19 pandemic when restrictions were placed on Lumberjack and GPR and they were 
shut down for a couple of months.   



NewLife Forest Products  
Independent Engineer’s Report 
Page 57  
 

337347_NewLife_IER_FINAL_R9_001_MPG.docx 

Projected Performance of the Project  
As shown in Table 7, delivered logs constitute over 50 percent of dimensional lumber costs.  In this section, 
we will evaluate the reasonableness of the delivered log assumptions by the Owner and the products 
derived therefrom.  The delivered log will yield the lumber products measured in BF and MBF.  Lumber 
product is estimated in the Projected Operating Results based on BF per GT.  A GT equals 2,000 pounds 
(“lbs”).  The residual products of bark, sawdust, wood chips and planer shavings are estimated in the 
Projected Operating Results based on GT per MBF green lumber produced. 

Table 7 
Owner Logging Product Costs (1) 

Category    $/MBF (2) 
Percent of  

Total Cost (%) 
Dimensional Lumber Costs 
Labor $70.30  24.72 
Delivered Logs $165.40  58.15 
Power & Fuel $22.40  7.87 
Parts & Supplies $21.70  7.63 
Overhead     $4.60      1.63 
Total Cost - Dimensional Lumber $284.50  100.00 

1) As provided by the Owner in the document titled “12.c FEC NewLife Forest Products 
Operating Model,” which was a submittal to the U.S. Forestry Service. 

2) The 2024 total annual board production, less dry & plane loss is 153,156 MBF. 

Ponderosa Pine  

The Windfall and Lumberjack mills harvest primarily, if not near exclusively, Ponderosa Pine.  A key value 
to evaluate the delivered log function is the green weight on a unit cubic feet (“CF”) volume basis.  This is 
the density measured in units of lbs/CF.  This is not as simple as it might appear as green weight conversion 
is complicated by changes in moisture content (“MC”), specific gravity (“SG”), and volume change resulting 
from MC change.  SG of wood is based on oven-dry weight (oven-dry is equivalent to bone dry), i.e. 
0 percent MC, and volume measured at one of the following MC conditions: 0 percent (oven-dry), 12 
percent, or green (“SGg”).  Table 8 identifies properties of Ponderosa Pine. 

Table 8 
Ponderosa Pine Specifications (1) 

SGg 
SG at 

12% MC 

Heartwood 
MC  

    (%) (2) 

Sapwood 
MC  

    (%) (3) 

Average 
Green MC  
    (%) (4) 

Density 
at 12% 

MC  
(lbs/CF) 

Density 
Green MC  

    (lbs/CF) (5) 

Volume 
Change 
(%) (6) 

0.38 0.40 40 148 94 28.0 46.0 9.7 
1) Data taken from Table 4-1, 2010 Edition of the Wood Handbook. 
2) Heartwood is the dense inner part of a tree trunk. 
3) Sapwood is the soft outer layers of recently formed wood between the heartwood and the bark. 
4) Value in Table 8 is the average of heartwood and sapwood MC. 
5) Calculated by the following expression: Density = SGg x (1 + Average Green MC). 
6) Represents the expected volume change from green to oven-dry. 

However, in the 4FRI Phase I Contract we note that Region 3 uses a rule of thumb for the conversion of 
green ponderosa pine equal to 70 lbs/CF (specifically, 1 CCF = 3.5 GT).  The Owner provided us with a 
rule of thumb it uses, which is 1 ton equals 1 cubic meter (m3) of lumber product.  Given that there are 
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35.315 CF in a m3, then this converts to a green ponderosa pine density equal to 56.6 lbs/CF, which is a 
conservative assumption by approximately 20 percent. 

Delivered Log Weight 

The delivered log to the mills is not a homogenous product.  It can vary in length and diameter.  Table 9 
provides information on the typical log each of the headrigs will see.  Our process is to first calculate the 
volume of the log and then convert that volume to a GT per log based on the green density determined in 
the previous section. 

There are many methods to estimate the volume of a log.  We have chosen the Huber method as 
evaluations demonstrate it is the most accurate volume estimator.  The Huber formula assumes saw logs 
to be approximately the same shape as the frustum of a paraboloid (Figure 14).  Using Figure 14 to 
reference parameters used in Table 9, A1 equals the large end diameter (“LED”) and A2 equals the small 
end diameter (“SED”).  The middle diameter (“DM”) is the average of the LED and SED. Diameters are 
measured and used in Huber’s formula in inches whereas the length, the distance between A1 and A2, is 
measured and used in feet.  The Huber’s formula assumes the average cross sectional area is located at 
the middle of the log.  The Huber formula is given as: 

Log Volume = 0.00545 x DM2 x L (in CF) 

Figure 14:  Frustrum of a Parabloid 
Common Log Shape Assumed by Huber 

 



NewLife Forest Products  
Independent Engineer’s Report 
Page 59  
 

337347_NewLife_IER_FINAL_R9_001_MPG.docx 

Table 9 
Determining Weight of Average Saw Log (1) 

Parameter Lumberjack (2) 
Windfall 

(Hurdle Line) 
Windfall 

(TV6000 Lines) 
Avg. Green Log Length (Feet) (3) 15.4 15.4 15.4 
Minimum LED (Inches) 18.0 12.0 7.5 
Maximum LED (Inches) 28.0 21.0 14.5 
Average SED (Inches) (4) 21.1 14.6 9.1 
Minimum Length (Feet) 8.125 8.125 8.125 
Maximum Length (Feet) 16.25 16.25 16.25 
Volume of Green Log (CF) (5) 40.88 20.32 8.48 
Density of Green Log (Lbs/CF) 56.63 56.63 56.63 
Weight of Green Log (GT/log) 1.16 0.58 0.24 
1) Saw log lengths and typical LED as provided by Owner.  The typical low LED and typical high LED should 

not be construed as the minimum and maximum the headrig saws can handle.  For example, the 
Lumberjack headrig saw can cut to a maximum LED of 42 inches. 

2) For Lumberjack, we are considering only the 41 foot Albany Air Column Band Mill Headrig band saw.  
Lumberjack has installed a second line consisting of a TV6000 that will have characteristics similar to the 
Windfall TV6000. 

3) Owner assumes 10 percent of logs are at minimum length and 90 percent at maximum length. 
4) Average SED determined by assumed log taper of 1 inch per 8 feet of length. 
5) Volume determined by Huber formula. 

Board Feet per Log Parameter 

For the typical range of logs, the Owner projects the following BF per log conversion factors: Lumberjack, 
330 BF/log; Windfall Hurdle, 164.3 BF/log; and Windfall TV6000, 65.3 BF/log.  It is important to recognize 
that the Pro Forma parameter we are eventually evaluating is the BF/ton.  The BF/log parameter is not used 
in the Pro Forma.  It is of interest in evaluating the overall reasonableness of the BF/ton parameter. 

Many board foot log scale rules have been developed.  These attempt to estimate the volume of lumber 
that can be obtained from a log, and therefore include assumptions regarding lumber measurement, lumber 
sizes, and sawmill technology.  Since some rules ignore or crudely handle log taper, the total board foot 
volume of short logs can be quite different from the long log they were bucked from.  The most widely used 
today are the International 1/4 inch, Doyle, and Scribner Decimal C log scale rules.  Table 10 provides BF 
per log estimates using these rules to compare against the Pro Forma assumptions. 

Table 10 
Estimating the BF/Log Parameter 

Rule Lumberjack 
Windfall 

(Hurdle Line) 
Windfall 

(TV6000 Lines) 
Owner Assumed Avg. BF/Log – Output (1) 333.0 164.3 65.3 
Doyle BF/log Estimate 281.2 191.0 24.8 
Scribner BF/log Estimate 302.4 218.6 49.5 
International ¼ (2) inch BF/log Estimate 298.6 224.7 49.5 
International 1/8 (2) inch BF/log Estimate 311.2 225.1 49.6 
Overrun/(Underrun) Based on Scribner (3) 9.2 15.9 24.1 

1) These estimates are from the document “2.03 NLFP - Windfall Mill Model.xlsx;” which was a submittal to the 
U.S. Forestry Service.   

2) These values represent the kerf or the width of the saw cut. 
3) Percent overrun = ((Lumber output – Scribner log scale)/Scribner log scale) x 100 

The formula for the board foot log scale rules are as follows: 
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 Doyle (BF/log) = 0.0625 x SED2 x L - 0.5 x SED x L + L 

 Scribner (BF/log) = 0.0494 x SED2 x L - 0.124 x SED x L + 0.269 x L 

 International 1/4 inch (BF/log) = 0.055 x SED2 x L + 0.006875 x L2 x SED - 0.205 x SED x L + 
0.00028645833 x L3 - 0.20128125 x L2 + 0.04666667 x L 

 International 1/8 inch (BF/log) = 0.0498 x SED2 x L - 0.185 x L x SED + 0.00622 x SED x L2 + 
0.000259 x L3 - 0.0116 x L2 + 0.0422 x L 

The board foot log scale rules assume that all lumber is one inch thick.  In practice, sawmills saw a more 
diverse set of lumber thicknesses than the single thickness assumed by the log scale rules.  They use 
advanced technologies with saw blades that produce much thinner saw kerf than allowed in the rule, and 
they orient logs such that pieces of less than the log length can be salvaged from the tapered part.  When 
all of these differences are considered, there usually is a difference between the board feet of lumber 
predicted by the log scale rule and the actual lumber output tallied by the mill.  This prediction error by the 
log rule is called overrun when positive and underrun when negative.  If the lumber output is greater than 
that predicted by the log scale, then the excess difference is called the overrun. Overrun is measured as 
the difference between the scale of a log and the board foot measure in that scale of the lumber obtained 
from the log expressed as a percentage of log input. 

 The Owner has a reasonable expectation for BF/log and that they are expecting overruns, a lumber 
industry term meaning actual board foot recovery exceeds expected average recovery.  In general, 
there is an industry expectation to have overruns from smaller logs with the percentage overrun 
diminishing as the log diameter increases.  The percent overruns calculated in Table 10 are 
reasonably consistent with industry reported overruns for pine product per log diameter.  
Additionally, we note that the BF/log forms the basis for BF/shift parameter once the logs per shift 
is known.  As discussed in the next section, logs per shift is based upon the feed speed of the 
headrig saw.  It is the BF/shift parameter that is used to drive lumber BF output in the Projected 
Operating Results.    

Board Feet per Ton Parameter 

The Owner projects the following BF per GST conversion factors: Lumberjack 225 BF/GST; Windfall 
Hurdle, 210 BF/GST; and Windfall TV6000, 240 BF/GST.  This a critical parameter as it defines the amount 
of delivered log input in tons and hence delivered log cost based on a dollar per ton basis. 

Table 11 provides the basis for our evaluation of the BF/GST parameter for each of the mills.  We calculate 
it by two methods.  The first is dividing the BF/log by the GST/log both parameters which have been 
previously discussed.  The second method is to evaluate the BF/shift times the logs/shift divided by the 
GST/log.  The BF/shift parameter are those used in the Pro Forma to determine green lumber amount.  The 
Owner assumes these to be 85 percent of the design capability.  The design capability is based on the log 
feed speed of the headrig.  We present both in the Table 11 to ensure there is no inconsistency. 
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Table 11 
BF/Ton Parameter 

# Parameter Lumberjack 
Windfall 

(Hurdle Line) 
Windfall 

(TV6000 Lines) 
A Pro Forma BF/Log - Output 333.0 164.3 65.3 
B Weight of Log (GT/log) 1.16 0.58 0.24 
C BF/Shift Budget (1) 80,000 62,927 179,902 

 BF/Shift Design 94,118 73,935 211,637 
D Budgeted - Logs/Shift Processed (2) 240 383 2,755 

 Design - Logs/Shift Processed 283 450 3,241 

 Tons-Logs/Shift (D x A) 278.1 220.4 661.5 

 BF/GT (per log or A / B) 288 286 272 

 BF/GT (per shift or C / D / B) 288 286 272 

 BF/GT Pro Forma 225 210 240 
 Estimate of Delivered Log Tons Under Under Under 

1) These values are from the Owner’s pro forma and which assumes them to be 85 percent of design capability. 
2) The logs per shift are based on the feed speed of the headrig unless a secondary breakdown saw imposes an 

additional constraint.  Currently, the bandsaw secondary saw imposes a limiting constraint at Lumberjack.  However, 
this is to be remedied with improvement capex at Lumberjack. 

 We see that the Owner is imposing a more conservative BF/GT estimate in the Pro Forma than 
expected.  In other words, the Owner is requiring more log input (tons) for the same output (BF) in 
the Pro Forma.  Given all the variables associated with sawmilling and particularly the variance with 
density of the log input, we consider a more conservative BF/GT estimate as reasonable.    

 We observed that the Windfall Hurdle line parameters discussed are actually values associated 
with production at the existing location at the GPR facility.  Once fully incorporated at Windfall, it 
will combine with the two TV6000 lines and overall, the Windfall facility should produce at 
240 BF/GST.  We consider this reasonable.   

Dry and Plane Lumber Loss Percentage 

The final BF product amount is determined from the green lumber amount after applying a percentage that 
allows for expected volume reduction from shrinkage (kiln drying) and planing.  The “Dry and Plane Lumber 
Loss Percentage” technical input to Pro Forma for both Lumberjack and Windfall is five percent. 

Shrinkage of three percent is a typical shrinkage value for softwood pine.  Plane lumber loss is a material 
loss resulting from actions such as cutoffs, cutbacks, edgings, and broken pieces during the planing 
process.  A survey conducted for six softwood sawmills revealed this loss as approximately two percent of 
all dried wood. 

We consider a dry and plane lumber loss percentage of five percent to be reasonable. 

Green Residuals Parameters of GT/MBF 

The Owner estimates the green residuals of bark, sawdust and chips based on a GT per MBF green lumber 
produced.  The estimates are provided in Table 12.  We convert these values into GT/Shift based upon the 
assumed BF production per shift.  We then sum these with the green lumber GT/Shift and compare this 
sum to delivered logs on a GT/Shift.  We would expect these values to equal each other.  Finally, we convert 
the GT/Shift to a volume percent by dividing by the delivered logs on a GT/Shift. 
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Table 12 
Green Residuals Parameters of GT/MBF 

Parameters Lumberjack 
Windfall 

(Hurdle Line) 
Windfall 

(TV6000 Lines) 
Green Residuals - Pro Forma  

Bark (GT/MBF) 0.367 0.000 0.400 
Sawdust  (GT/MBF) 0.220 0.756 0.220 
Chips  (GT/MBF) 1.018 1.750 1.000 

Green Residuals – (GT/Shift) 
Bark (GT/Shift) 29.3 0.0 72.0 
Sawdust  (GT/Shift) 17.6 47.6 39.6 
Chips  (GT/Shift) 81.5 110.1 179.9 
+ Green Lumber (GT/Shift) 188.8 148.5 424.5 

Sum of Products (GT/Shift) 317.2 306.2 716.0 
Delivered Logs (GT/Shift) 278.1 220.4 661.5 
Percent Product/Log (should = 100) 114.0 138.9 108.2 
Volume Percent of Log 

Green Lumber  67.9 67.4 64.2 
Bark  10.5 0.0 10.9 
Sawdust   6.3 21.6 6.0 
Chips     29.3   50.0   27.2 

Volume Percent Sum (should = 100) 114.0 138.9 108.2 

 The Owner’s assumptions for green residuals on a GT/MBF basis appear reasonable.      

Measures of Mill Recovery Efficiency 

Cubic Recovery Ratio 

The fraction of log cubic volume recovered as lumber is called the cubic recovery ratio (“CRR”).  It is an 
accurate and consistent measure of conversion efficiency that is becoming more popular with the use of 
scanners that can measure log and lumber dimensions very accurately.  As log diameter increases, the 
fraction recovered as green lumber increases, the chip fraction decreases, and the sawdust fraction 
increases slightly.  The average CRR for various types of mills processing a mix of log sizes is about 
55 percent.  About 9 percent of the log becomes sawdust and another 36 percent becomes chips. 

Lumber Recovery Factor 

When the volume of recovered lumber, measured in BF, is divided by the cubic foot log volume, another 
commonly used measure of mill efficiency, called lumber recovery factor (“LRF”), is obtained.  The 
relationship of increased lumber recovery with increased log diameter is shown in Figure 15 for shortleaf 
pine.  Figure 15 suggests the LRF for the Windfall TV6000 should be about 6.8 and Windfall Hurdle and 
Lumberjack should approach/exceed 8. 
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Figure 15:  Relationship of LRF to SED 
for 16-foot Shortleaf Pine Saw Logs 

 

Projected Operating Results Measures of Mill Recovery Efficiency 

The calculated measures of mill recovery efficiency are provided in Table 13. 

Table 13 
Calculated Measures of Mill Recovery Efficiency 

Description Lumberjack 
Windfall 

(Hurdle Line) 
Windfall 

(TV6000 Lines) 
Cubic Recovery Ratio (CRR) 67.9 67.4 64.2 
Lumber Recovery Factor (LRF) 8.1 8.1 7.7 

 We consider the measures of mill recovery efficiency anticipated by the Owner based on the 
technical inputs to the Pro Forma to be reasonable and consistent with typical industry 
performance.    

Planer Shavings Residuals of Ton/MBF 

Based on industry literature review, a planer mill produces approximately 600 pounds of dry residue per 
MBF.  This equates to 0.3 tons/MBF.  The Owner assumes 0.38 tons/MBF for both Lumberjack and Windfall 
TV6000.  In the discussion that follows, we estimate the expected planer shaving residuals. 

Table 14 estimates the tons/MBFGreen per type of board produced.  We have made the following 
assumptions in calculating the planer shavings in ton/MBF.   

 Sawmill lumber is in units of 1 BF nominal 

 Lumber shrinks 3 percent during the kiln drying process 

 Planer shavings are the difference in the shrunk BF nominal and actual dimensions (assumes all 
boards are 1 inch in nominal thickness) 

 Density of planer shavings are assumed to have a moisture content of 16 percent.   
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Table 14 
Calculated Planer Shaving (Ton/MBF) 

Category Green 
Dry  

(1-12”) 
Dry  

(1.2 – 10”) 
Dry  

(1.5 – 8”) 
Dry  

(2 – 6”) 
Dry  

(3 – 4”) 
Green Thickness (in) 1.0 0.75 0.75 0.75 0.75 0.75 
Green Width (in) 12.0 11.25 11.1 10.875 11.0 10.5 
Green Length (in) 12.0 12.0 12.0 12.0 12.0 12.0 
Green Volume (in3) 144.0 101.3 99.9 97.9 99.0 94.5 
Green Volume (ft3) 0.083 0.059 0.058 0.057 0.057 0.055 
BF – Actual 1.0 0.703 0.694 0.680 0.688 0.656 
Shrink (%) 3.0 0.0 0.0 0.0 0.0 0.0 
Volume after Shrink 0.081 0.059 0.058 0.057 0.057 0.055 
Volume Difference (Green – Dry) (CF)  0.022 0.023 0.024 0.024 0.026 
Dry Density at 16% MC (lb/CF)  28.954 28.954 28.954 28.954 28.954 
Lb/BF  0.644 0.667 0.700 0.682 0.757 
Lb/MBF  643.9 666.5 700.5 681.6 757.0 
Tons/MBF  0.322 0.333 0.350 0.341 0.379 

 The planer shaving assumption of 0.38 tons/MBF is reasonable and is consistent with industry 
performance.    

EWP Production Volume 

The Owner is projecting in their Model that the EWP production volume will be achieved in three stages.  
Table 15 summarizes the projected production volumes and the target dates these volumes are expected 
to be achieved. 

Table 15 
Projected Production Volumes and Target Dates 

Event BF/month BF/annum Target Date 

Pre-Kiln Processing Capacity  700,000 8,400,000 Sep-21 
Initial Maximum Processing Capacity  1,400,000 16,800,000 Mar-22 
Post Upgrade Maximum Processing Capacity  2,800,000 33,600,000 Mar-23 

Initially, the production volume will be limited by input volume.  Input volume is coming from Lumberjack 
and Windfall board feet (so Kiln capacity impacts production).  The pre-upgrade machines are installed but 
they can’t get to their maximum capacity until the additional Kilns are installed.  Post-upgrade is essentially 
a doubling of the EWP machines. 

The post upgrade maximum processing capacity for EWP will be 2,800,000 BF/month or 
33,600,000 BF/year.  EWP production volume will be limited by either EWP capacity or input volume.  EWP 
production capacity is projected by the Owner to be as reflected in Figure 16.  This reveals that edge gluing 
is the limiting constraint.  The Owner is projecting the need to purchase additional input volume to 
supplement that coming from Lumberjack and Windfall beginning in 2023 to achieve full EWP production 
capacity. 
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Figure 16:  EWP Capacity Production Projection  

 

The Owner has shared with us the initial throughput capability measured for the currently installed machines 
of the EWP.  The data is contained in the document “Machine Center Throughput - Model_.xlsx” and reflects 
measurements obtained on July 9, 2021.   

The data shows the capacity of the EWP major machine centers is, in all cases, exceeding the plan.  The 
analysis also shows and provides context to the additional effort required to get from today’s (July 9, 2021) 
observed throughput rates to the maximum capacity shown in the plan.  The Owner is confident that the 
production rates currently observed can be improved upon over the next 6 months to achieve the capacity 
shown in the model.  

 Leidos concurs with the results of the current EWP production analysis and considers it reasonable 
that the projected EWP production rates should be achieved.   

The Owner reports operator training is ongoing. 

Ratio of Clears to Total 

The recovery of C&Btr, D, and #2&Btr finger joint blocks is dependent on the input lumber grade 
specifications provided to the Lumberjack and Windfall sawmills.  The grade specified will in turn determine 
the volume of input stock that will be selected.  The lumber grade specified will also determine the grades 
of the finger joint blocks recovered.  For example, if the lumber grade specification is too rigid then the 
number of candidate pieces will be very low but the quality of finger joint blocks will be very high. 
Alternatively, if the lumber grade specification is not sufficiently rigid then the volumes selected will be very 
high but the desired yields of block grades will be very low.  The overall recovery however will not be 
materially different for the more rigid specification because of the wide range of grades from highest to 
lowest.  The objective of maximizing input value will be a combination of lumber input grade specification, 
the ability to produce a wide range of qualities in the finger jointed, edge glued outturn, and trim losses.  
This flexibility is controlled by the Owner by revising the controls and grading at each sawmill and the EWP 
chop saw.   

Projected Project Lumber Production 

Table 16 presents the long-term average lumber production projection for Lumberjack, Windfall, and EWP 
as a percentage of total production.   
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Table 16 
Projected Lumber Quality Production as Percentage of Total (%) 

Quality and Dimension Lumberjack Windfall EWP 
C&Btr 

1x4 0.5  3.0 
1x6 1.0  5.0 
1x8   6.0 
1x10   1.0 
1x12 1.0  10.0 

D 
1x4 0.5 0.3 3.0 
1x6 1.0 0.6 5.0 
1x8  0.3 6.0 
1x10   1.0 
1x12 0.5  10.0 

#2&Btr 
1x4 3.0  3.9 6.0 
1x6 4.0  3.9 10.0 
1x8  3.9 12.0 
1x10   2.0 
1x12 2.0   20.0 

#3 
1x4 4.0  24.4  
1x6 25.0  24.4  
1x8  24.4  
1x10    
1x12 20.0    

#4 
1x4 3.0 2.6  
1x6 14.0 2.6  
1x8  2.6  
1x10    
1x12 14.0   

#5 
1x4 0.5 1.9  
1x6 3.0 1.9  
1x8  1.9  
1x10    
1x12 3.0   

Logging Production 

Sawlog and Fiber Supply Technical Inputs 

This subsection evaluates the reasonableness of the logging inputs to the Projected Operating Results for 
sawlogs and total fiber both measures in units of GT/acre.  The acreage logged is forecast using a value of 
sawlogs per logged acre of 23.0 GT/acre.  Similarly, total fiber per logged acre is forecast using an input 
42.3 GT/acre.  The total fiber value less the sawlogs results in a forest biomass GT/acre projection. 

There is substantial variability among 4FRI acres in terms of material to be removed.  Therefore, forest 
product yields from thinning treatments will vary.  The Forest Service has provided cut tree profiles that 
display the total volume yield of mechanical thinning operations for each representative Sub-Area of the 
four forests.  The volume yield is characterized by species, size class, quantity (in green tons) and quantity 
(tree count) for each Sub-Area.  We reduced this data to the key parameters and has summarized them in 
Table 17.   
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Table 17 
Cut Tree Profile for 4FRI Sub-Areas  

(GT/Acre) 

Category 
Sub-

Area No. 
1 (1) 

Sub-
Area No. 

2 (2) 

Sub-
Area No. 

3 (3) 

Sub-
Area No. 

4 (4) 

Sub-
Area No. 

5 (5) 

Sub-
Area No. 

6 (6) 
Overall 

Sample Project (7) Rainbow Rim Anchas Dude Mary's 
Red 

Horse 
Weighted 
Average 

Sawlog (8) 22.8 25.6 38.0 41.5 24.4 16.2 25.8 
Residue (9) 7.5 13.0 12.0 9.9 8.1 6.8 10.3 
Biomass (10) 2.8 2.5 14.0 20.9 7.9 0.2 5.3 
YUM (11)     0.9     1.0     1.5     1.7     1.0     0.6     1.0 
Total Fiber 34.1 42.1 65.6 74.0 41.4 23.8 42.4 
Sample Acres 2,066 5,271 738 444 3,338 501 12,358 
(1) Black Mesa, (Apache-Sitgreaves National Forest) 
(2) Mogollon Rim, (Coconino National Forest) 
(3) Sierra Anchas, (Tonto National Forest) 
(4) Upper Tonto, (Tonto National Forest) 
(5) Williams/ Flagstaff, (Coconino and Kaibab National Forests) 
(6) Tusayan, (Kaibab National Forest) 
(7) A sample project is a sample of work items within the Sub-Area (document “Amendment 6 Details.pdf”). 
(8) 6 inch DBH and greater.  Note the Forest Service requires: (1) 6”-8” DBH classes require a minimum length of 10’ to a 4” top 

DIB; and (2) 9”+ DBH classes require a minimum length of 8’ to a 6” top DIB. 
(9) Residue volume is comprised of all tops and limbs of 6”+ DBH classes. 
(10) For the purposes of this solicitation/contract, Biomass is the bole, limbs and needles of trees < = 5.9” DBH. 
(11) Yarded unmerchantable material (“YUM”) is the estimate of non-merchantable bolewood based on conventional seen defect 

such as crook, sweep, rot, etc. 

We conclude the sawlog input of 23.0 GT/acre compares favorably with the sample set weighted average 
value of 25.8 GT/acre.  This is particularly so as the sawlog sample includes trees with a DBH of 6 inches 
which may or may not be able to be converted to timber (boards).  Therefore a somewhat lesser value is 
reasonable.  The total fiber input of 42.3 GT/acre is a near match with the sample set weighted average 
value of 42.4 GT/acre. 

The Forest Service’s strategic goal of implementing mechanical thinning and fuels reduction treatments 
under the total 4FRI area is 50,000 acres annually for the next 20 years.  The Operator is projecting that by 
2024 they will be harvesting nearly 30,000 acres per year.  A lower Sawlog GT/acre would raise this annual 
thinning acreage whereas a higher value would lower it.   

 The projection for sawlog per acre is well within the timber supply capacity projected for the next 
twenty years.   

Hauling Cost Technical Inputs 

Hauling costs to move sawlogs from the forest landing sites to the mill have a significant cost impact on 
total delivered log price.  The Projected Operating Results use the technical inputs summarized in Table 18 
to project these costs.  We will evaluate each in the following subsections. 
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Table 18 
Model Hauling Cost Technical Inputs 

Category Input Units 

Truck Carrying Capacity 28.5 GT per Truckload 
Hauling Cost per Mile to Lumberjack 1.75 $ per mile 
Average Miles to Lumberjack 300 Miles 
Hauling Cost per Mile to Windfall 4.00 $ per mile 
Average Miles to Windfall 60 Miles 

Truck Carrying Capacity 

A truck’s carrying capacity is determined by its Gross Vehicle Weight Rating (“GVWR”), local road 
regulations Gross Vehicle Weight (“GVW”) and its Tare weight 

 GVWR means the weight that is assigned by the vehicle manufacturer to a vehicle and represents 
the maximum recommended total weight including the vehicle and the load for the vehicle. 

 The GVW of the vehicle means the licensed maximum weight as per the vehicles certificate of 
registration.  Arizona axle weights follow US bridge laws, and an 80,000 pounds GVW limit is in 
place for regular combinations. 

 Tare weight is defined as the total weight of tractor and trailer when the vehicle is 
empty, meaning there is not any product in the trailer. 

A truck’s carrying capacity then is the net weight or GVW less Tare weight.  A typical 5 axle, 18 wheel 
logging truck and trailer combination has a Tare weight between 28,000 and 29,000 pounds.  This would 
suggest a carrying capacity of approximately 51,000 pounds (80,000 GVW – 29,000 Tare Weight), or 
25.5 tons, as indicated in Figure 17. 

Figure 17:  EWP Capacity Production Projection  

 

We note that the truck in Figure 17 is capable of a GVW of 88,000 pounds for a carrying capacity of 
29.5 tons (based on the sum of the axle loading limits in white font).  We have observed Operator weigh 
samples wherein the net weight brought in is nearly 29 tons.  
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Arizona has established a Healthy Forest Initiative permit process for timber transport to allow greater than 
a GVW of 80,000 pounds when a tridem axle truck configuration is used on the Healthy Forest Initiative 
authorized routes.  The tridem axle configuration is authorized to transport up to a GVW of 97,000 pounds 
on the authorized routes as defined in the Healthy Forest Initiative. 

 The truck carrying capacity of 28.5 tons is a reasonable assumption.    

Hauling Cost per Mile 

Hauling cost per mile will vary by distance of haul and type of roads the hauling truck must pass over to 
deliver the load from forest landing to mill.  Studies have found the cost per mile to truck over logging roads 
to be approximately twice the cost over gravel roads and approximately three times the cost over paved 
roads.  Thus the proportion of logging road miles to overall miles is a key element in the cost of trucking 
logs. 

We reviewed the hauling cost assumptions made by the Operator for each subzone of the 4FRI to both 
Windfall and Lumberjack mills.  These assumptions are not final and are likely to continue to be modified 
with new information.  The method is detailed in the document 
“A.5_Submission_CostEstimate_SubArea.xlsx”.   

 On average, the inputs of $1.75 per mile for 300 roundtrip miles to Lumberjack and $4.00 per mile 
for 60 roundtrip miles to Windfall are reasonable.    

Forestry Biomass Product and Slash Percentage Inputs 

The wood fiber, on a per GT basis, to be either further processed into biomass product or disposed of is 
equal to the total fiber value less the Sawlogs GT/acre projections.  Biomass product is typically Chip/Hog 
Fuel material.  Wood fiber not converted to biomass product is considered slash.  Slash is defined as all 
trees or parts of trees left after thinning that are not removed for utilization.  Slash generally has no value 
but rather has a cost to treat (in the woods or by removal).  Slash has previously been disposed of using 
open pile burning (“OPB”).  However, OPB options have become limited due to several concerns, including 
atmospheric pollution, risk of fire spread, and weather conditions restrictions.  The Operator plans to use 
Air Curtain Burner (“ACB”) systems as an alternative to OPB.  The total amount of Slash is based on percent 
estimates that are influenced by the economic cost of hauling to either GroWell or Novo based on the forest 
subzone. 

We reviewed the percentage biomass/slash assumptions made by the Operator for each subzone of the 
4FRI.  These assumptions are not final and are likely to continue to be modified with new information.  The 
assumptions are detailed in the document “Forest Profile.xlsx”.  The weighted average percent summaries 
are provided in Table 19. 

Table 19 
Forestry Percent Biomass/Slash Technical Inputs 

Category Input 

Percent to Air Curtain Burners (%) 25.0  
Percent to GroWell (%) 11.0  
Percent to Novo (%) 64.0 

On average, the percentages utilized are reasonable. 
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Forestry Biomass Product and Slash Cost Inputs 
The Operator has developed forestry biomass product and slash cost inputs from: (1) tree to ACB 
(Forestry Cost - Air Curtain Burner) and (2) tree to truck (Forestry Cost - To Be Sold).  Additionally, the 
Operator has developed hauling costs to the biomass purchaser (Hauling Cost to Novo and Hauling Cost 
to GroWell).  The method is detailed in the document “A.5_Submission_CostEstimate_SubArea.xlsx”.  
The results are summarized in Table 20. 

Table 20 
Forestry Biomass/Slash Cost Inputs 

Category Input 

Forestry Cost - Air Curtain Burner ($/GT) 17.03 
Forestry Cost - To Be Sold ($/GT) 20.40 
Hauling Cost to Novo ($/GT) 20.95 
Hauling Cost to GroWell ($/GT) 23.43 

The major difference between the categories Forestry Cost - Air Curtain Burner and Forestry Cost - To Be 
Sold are the grinder/chipper cost (typically about $5.1 per GT) and ACB operating costs (typically about 
$1.8 per GT).  The Forestry Cost - To Be Sold includes grinder/chipper costs but not ACB operating costs.  
Whereas, the Forestry Cost - Air Curtain Burner includes ACB operating costs but not grinder/chipper costs. 

The hauling costs to Novo and Growell were determined similar to hauling cost method used for sawlog but 
is expressed in a $/GT basis.  It would have to make economic and logistical sense to move biomass from 
any of the 6 forest subzones.  The weighted average haul costs are intertwined with the percentage of 
biomass product to Novo and Growell. 

 On average, the forestry biomass/slash cost inputs utilized appear reasonable.    

Summary 

Based on our review of the Project, we are of the opinion that the production of lumber, residual products, 
and logging production and associated costs as projected by the Owner and as represented in the Projected 
Operating Results should be achievable.  There may be times when the actual production performance is 
above or below the average performance stipulated herein.      

Operations and Maintenance 
The Operator manufacturers the following products: lumber, engineered wood products, bulk residuals 
(including sawmill chips, forest chips, forest slash, sawdust, planer shavings and bark), and bagged 
residuals (including compressed planer shavings, bagged chips and bagged bark).  The Operator’s logging, 
hauling, and harvesting capacity currently outpaces its sawmill processing capabilities.  With the launch of 
the Windfall mill, the Operator will benefit from a more efficient use of infrastructure and assets throughout 
its supply chain 

Description of Operations 
Forest, sawmill, kiln, planer, and EWP operations have already been introduced in previous sections of this 
report and will not be repeated here.  This section addresses additional aspects of operations not previously 
discussed but are critical to the overall success of operations. 
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Ponderosa Pine Grading 

Select grades are two in number – C&Btr and D. 

Common lumber includes five grades.  

 Number 1 may contain all sound knotty stock with live knots from one-half to two inches in diameter. 
Season checks, light stain or equivalent characteristics are also admissible.  

 Number 2 Common is subject to the same general inspection, but admissible characteristics are 
more numerous, larger, or more pronounced.  

 Number 3 Common retains a smooth appearance, but characteristics are still more pronounced 
than in No. 2. A typical 1x12 inch-6 feet long may show some 14 red and black sound and tight 
knots from one to two inches in diameter, some season checks and skip in dressing. 

 Number 4 Common may contain wane, dead knots, loose knots, knotholes, some skip in dressing 
and limited amount of rot.  

 Number 5 is the lowest recognized grade and admits all defects known in lumber provided the 
piece is of usable size and quality. 

Dimension, Decking and Factory lumber is graded according to the rules for all species published by the 
Western Wood Products Association. 

Quality Control Measurements 

The Operator’s quality control programs focus on ensuring the harvesting and manufacturing components 
are within stated tolerances.  Imperfections or inherent characteristics in the resulting lumber are the 
determining factors as to which lumber grade each piece will fall into.  Defects originating in the 
manufacturing process are not to be confused with the inherent characteristics within each piece of lumber.   

The Operator implements various quality control actions throughout the entire production chain. 

Log Quality:  

All loggers must adhere to a cutting card, on which all log specifications are noted for delivery to a specific 
mill.  Any logs which are out of specification are noted and demerits are given to the 3rd party logger.  
Demerits results in fines / price deductions and long-term repeat demerits can result in logs being turned 
away at the gate.  Logs are checked for length, top size, checks, brown rot, blue stain, solid rot, sweep, 
crook, cat face, school marm, butt shatter, butt flare, and uneven ends.  

Lumber Quality  

Lumber is graded in accordance with the Western Wood Products Association (“WWPA”) grading 
standards, for which the Operator is certified.  Lumber at Windfall is machine graded through a state-of-
the-art Gradex lumber grading machine, while lumber at Lumberjack is manually graded by the Operator 
trained staff members.  

Chip Quality 

Chip products are run through various screening solutions to ensure proper sizing.  Any chips outside of 
sizing are rerun through a hammer mill or chipper until the appropriate size is achieved to meet customer’s 
specifications.  
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EWP Quality 

The product inspection team at EWP conducts a quality inspection on all EWP product prior to surfacing, 
treating, painting, and again prior to packaging to ensure it meets the Operator product standards.  Any 
defective product is either recut, remoulded, repainted, or scrapped as the case may be. 

Shipping 

 The means and methods of shipping to be employed by the Operator is typical in the sawmill 
industry.   

The Operator has its own fleet of trucks, which will mitigate against risk in the supply of trucking services.  
The Operator will have sufficient chip vans and log trailers to haul either logs or chips as needed in the 
event the company has to fill any gaps in service.  Additional trucks can be purchased at will with companies 
like Peterbilt offering temporary truck utilization while any new trucks ordered are being manufactured.  In 
addition, the Operator has and will continue to establish regular transportation services from suppliers such 
as JCB and Cross the Line Trucking.  The Operator has relationships with a wide range of trucking 
companies in Arizona if additional transportation is required outside of our own fleet.  

Third party hauling companies for hauling lumber to end destinations are arranged by IFP.  IFP is one of 
the largest shippers in the United States transporting more than 500,000 containers annually and thereby 
is able to attain trucking services with relative ease.   

Rail cars will be leased from BNSF and independent suppliers consistent with industry norms.  The Windfall 
sawmill is located on a BNSF main line giving the Operator ready transportation channels across North 
America. 

Lumberjack and Windfall Staffing 
The Operator anticipates full staffing as indicated in Table 21.  The second shift is assumed to be an addition 
of 45 people for Lumberjack and is projected to be added in March 2022.  The first shift for Windfall is 
projected by the Operator to begin in January 2022 when GPR is transitioned to Windfall, and the second 
shift for all the Facilities in March 2023.   

 The timing of bringing staffing on-board at Lumberjack and Windfall appears reasonable.   

Table 21 
Lumberjack and Windfall Mill Staffing at Full Build 

Location in Mill 
Lumberjack  
at Full Build 

Windfall  
at Full Build 

Total  
at Full Build 

Yard 6 14 20 
Sawmill 48 60 108 
Kilns 6 6 12 
Planer 31 22 53 
Shipping 2 6 8 
Trades 8 21 29 
Office & Administration     4     6   10 
Total 105 135 242 
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Shift Schedule 

The Operator anticipates operating on two ten hour shifts Monday through Thursday.  The Mills will not 
typically be in operation Friday through Sunday allowing for maintenance activity requiring a shutdown mill 
to be performed during this period. 

Positions and Short Description 

Due to the large variety of positions, this section provides a brief job description of the job titles that will 
populate the staffing tables in the next section. 

Forest Operations 

Buncher – Operates a feller buncher machine, which grabs groups of trees, cuts them, and puts them in 
piles so they can be picked up and moved. 

Skidder - Operates skidders to move or yard the felled trees from the logging site to the landing area for 
processing and transportation. 

Forwarder - Operates a forwarder machine, which moves through the forest to lift and load timber logs or 
mats onto the machine's bunk, and then carries the timber logs or mats to a roadside where those logs or 
mats are unloaded and piled at the road's edge. 

Processor - Operates a processor machine, which often follows a feller buncher and picks up one tree at 
a time from the tree pile or bunch. 

Log Loader - Operates heel-boom log loader equipped with cable, hydraulic, or pneumatically controlled 
grapples to load logs onto log trucks.  Selects logs to be loaded according to specie and size required to 
attain balanced and compact load. 

Log Truck - Drives truck, equipped with long-tongued trailer, to haul logs from forest to mill or storage yard. 

Grader - Inspect logs for defects and measure the logs to determine their volume.  They estimate the value 
of logs.  These workers often use hand-held data collection devices into which they enter data about trees. 

Brushing Crew - Cut brush and small logs to help clear a trail to proper specifications. 

Chipper - Operates trailer-mounted grapple-loader and chipping machine to reduce logs and logging waste 
to wood chips: Controls loading boom and power-grapple attachment to pick up logs and place them on 
feed conveyor. 

Grinder - Operates machines to grind logs or waste wood into usable wood chip products. 

Biomass Loader – Operates a loader to manipulate biomass at the landing. 

Mechanic - Maintenance mechanics keep the machinery at a business operating effectively.  They 
assemble, inspect, install and test new pieces of equipment to ensure proficiency.  Mechanics are expected 
to perform emergency repairs, which necessitates the ability to troubleshoot promptly. 

Company Forester – A forester is a professional in charge of caring for, planting and managing trees or 
forests.  They are involved in a range of activities including restoration, conservation, timber harvest, and 
managing protected wooded areas. 
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Company Safety - A professional responsible for monitoring and assessing hazardous and unsafe 
situations, developing measures to assure personnel safety, ensures preparation and implementation of 
Site Safety and Health Plan (SSHP) and inspects the site to ensure it is a hazard-free environment. 

Administration - Reviews the contract and related pre-sale data such as preliminary logging plan, 
environment assessment report, appraisal, etc.  Determines that all prerequisites to contract work are taken 
care of such as, but not limited to, advance deposits, delegations of authority, road construction and timber 
cutting coordination, improvement locations, operating schedule, logging plan preparation, scaling 
arrangements, and environmental protection measures.  Reviews plans and schedules with purchasers to 
assure common understanding of conditions and responsibilities. 

Contractor Supervisor - Supervise and co-ordinate the activities of logging and forestry workers in 
woodland operations often in several work locations over several square kilometers. 

Weighmaster - Weighs or measures product coming out of the forestry operations. 

Log Yard 

Loader - The Front End Loader Operators will be working in the log yard. Loading and unloading logs from 
our log decks and mill decks for processing or staging the logs for scaling. The Front End Loader Operators 
will be expected to operate all equipment in a safe manner and meet the schedules supplied by supervisors. 

Scale Shack – The scale shack is the building next to the weight scales.  A log scaler examines cut timber 
in a log yard. Duties focus on assessing the wood to estimate the amount of usable lumber in each piece.  
All trucks are weighed. 

Off Loader - Unloads logs from log trucks and moves logs around the sawmill yard. 

Yard Maintenance - Perform basic troubleshooting, lubricate machinery, change parts, or perform other 
routine machinery maintenance. 

Residuals - Manage residual inventories.  Load and off load residual bins. 

Outside Forklift - Operate industrial trucks or tractors equipped to move materials around a warehouse, 
storage yard, factory, construction site, or similar location. 

Sawmill 

Debarker - Debarker operators run machines that strip the bark or other rough material from the logs. 

Sawyer (Headrigs – The Hurdle and the 2 TV 6000’s) - These workers operate headsaws that slice 
cants/slabs from the logs. The leader of the headsaw crew uses skill and experience to get the largest 
quantity of high-grade lumber from each log. 

Headrig Breakdown Tailer - Stands opposite the feed end of the headrig and removes the processed 
stock. 

Sawyer (Resaws) - These workers operate the resaws that slice boards from the cants/slabs sent from the 
headrig saws.  Operates saws to cut planks, timbers, or boards into boards of lesser thickness according 
to work orders.  Observes lumber on conveyor as lumber approaches saw to determine cut to be made. 

Resaw Tailers – Similar to the Headrig Breakdown Tailer but for the resaws. 
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Piece Orientation – Orients lumber for feeding into a edger. 

Edger Operators - Operates multiple-blade sawing machine and conveyor system from panelboard to 
straighten edges of rough lumber and saw lumber into boards of prescribed widths 

Unscrambler - Operate the lumber unscrambler equipment, remove rejected rough lumber, and assure 
the lumber is aligned properly on the lug chain that feeds lumber to the trimsaw. 

Trim Saw – Trim Saw machine operators operate, monitor and control lumbermill equipment to trim rough 
lumber into dressed lumber of various sizes. 

Bin Chaser - A worker who is in charge of the lumber sorting machine where lumber have been sorted by 
length and width. 

Green Chain (Timbers) - The green chain puller is responsible for pulling green lumber from the sawmill in 
a safe manner that provides optimum sawmill productivity.  Remove unsatisfactory pieces from conveyor 
or table and place pieces on stacks, in bins, or on carts. 

Stacker - Operates machines to sort and stack lumber. 

Forklift - Operate industrial trucks or tractors equipped to move materials around a warehouse, storage 
yard, factory, construction site, or similar location. 

Sawmill Super - Supervises and coordinates activities of workers engaged in shaping logs or wood to form 
rough lumber.  Responsible for providing overall leadership in the sawmill and to ensure efficient and 
effective operations.  

Sawmill Charge Hands - Charge Hands are posted bargaining unit employees who relay instructions from 
management to co-workers, and are responsible to organize work activities and who, in addition to their 
own assignments, routinely lead and assist bargaining unit employees in the performance of their jobs. 

Clean Up - Ensures all areas including yard, sawmill, kilns, and planer mill, are safe, clean, and free of 
trash, debris, and waste. 

Kiln 

Kiln Operator – A kiln operator reviews a work order, sets the kiln temperature based on the materials 
involved and order specifications, and then loads the kiln with one or more pieces. He monitors the kiln and 
adjusts temperature or ventilation, as needed. 

Forklift - Operate industrial trucks or tractors equipped to move materials around a warehouse, storage 
yard, factory, construction site, or similar location. 

Planer 

Forklift Infeed /feed - Operate industrial trucks or tractors equipped to move materials around a 
warehouse, storage yard, factory, construction site, or similar location. 

Tilt Hoist - Operator must unstack load of wood.  The load is placed on the infeed by a forklift and the 
operator must advance the load on the chain to the tilt hoist.  The operator must operate the hoist and 
conveying equipment using controls to keep the following process supplied with lumber, 
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Planer Feeder - Feeds machine that smooths concave and convex surfaces of lumber. Inserts lumber 
between feed rollers that carry lumber between rotating cutters of machine. 

Grade Expert - Inspects and grades milled, rough-sawed, or dimensional stock lumber according to 
standards.  Examines lumber on table, moving belt, chain conveyor, or in racks for defects, such as knots, 
stains, decay, splits, faulty edges, pitch pockets, wormholes, and defective milling.  Grades lumber, using 
caliper rule, to ensure specified dimensions. Marks lumber to indicate grade and processing instructions, 
using marker.  

Bin Chaser - A worker who is in charge of the lumber sorting machine where lumber have been sorted by 
length and width. 

Stacker - Operates machines to sort and stack lumber. Activates conveyor chain that positions lumber 
stack over hoist.  

Strapper / Bander / Wrap - Band stacked lumber to facilitate moving, using banding machine. 

Planer Super - Supervises and coordinates activities of workers engaged in planing rough lumber. 

Planer Charge Hand - Charge Hands are posted bargaining unit employees who relay instructions from 
management to co-workers, and are responsible to organize work activities and who, in addition to their 
own assignments, routinely lead and assist bargaining unit employees in the performance of their jobs. 

Clean Up - Ensures all areas including yard, sawmill, kilns, and planer mill, are safe, clean, and free of 
trash, debris, and waste. 

Shipping 

Forklift - Operate industrial trucks or tractors equipped to move materials around a warehouse, storage 
yard, factory, construction site, or similar location. 

Chips Chaser - A worker who is in charge of the residual sorting machines where lumber residuals have 
been sorted by type. 

Trades 

Filing Room - A saw filer or saw doctor is a tradesperson who maintains and repairs saws in a sawmill.  A 
saw filer's work area in the mill is called the filing room.  

Electrical - Install, repair, troubleshoot, and maintain electric motors, scanners, drives, and PLC’s on 
equipment used in the sawmill processes. 

Millwright - Installation, maintenance, and repair of industrial machinery and equipment.  Using specialized 
tools, such as welders or hydraulic bolters, they align and replace a machine's individual parts. They also 
move and relocate machinery on- and off-site. 

Mechanics - Maintenance mechanics keep the machinery at a business operating effectively.  They 
assemble, inspect, install and test new pieces of equipment to ensure proficiency.  Mechanics are expected 
to perform emergency repairs, which necessitates the ability to troubleshoot promptly. 
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Maintenance Super - The Maintenance Supervisor will be a key contributor to the maintenance of the 
facility and will be responsible for the supervision of the maintenance crew while providing professional 
service and ensuring a safe working environment. 

Office Support 

Safety / Quality Control - Insures that safety, production and quality control is in balance so that both 
lumber recovery and production increase. 

Data Entry / Reception - Complete data entry responsibilities and generate reports in a timely and efficient 
manner.  Respond to customers' queries.  Answer telephone, screen and forward calls, 
supply information to callers, take and transfer messages. Keep records on appointments, bookings 
manually or electronically. 

Shipping / Receiving - Manages the shipment and receipt of all products, materials, and supplies.  
Collaborates and communicates with logistics technicians, customer service representatives, service 
providers, and others involved in the shipment and receipt of products. 

Purchasing / Warehouse - Obtains purchased items by forwarding orders to suppliers and monitoring and 
expediting orders.  Verifies receipt of items by comparing items received to items ordered and resolves 
shipments in error with suppliers. 

Engineered Wood Products Plant 

Chop Line - Lumber is transported to the ripsaws which rip them into smaller lengths.  The boards obtained 
from this process are then sent to the edger and the crosscutter to be cut and trimmed respectively. 

Finger Jointer - Oversee the safe running of the finger jointer and the safety of all staff associated with 
running it.  A finger-jointing machine makes use of and turns into usable/exportable products, short and 
small pieces of wood that would have been termed and treated as waste in the industry. Lumber of shorter 
lengths than the required contract specifications are finger-jointed to get them into the contract 
specifications. 

Edge Gluer - Generally the wood gluing operation consists of applying a liquid adhesive and then pressing 
the parts tightly together until the glue sets. 

Moulder 1 - Set up and operate a moulder to plane, shape, and groove wood stock, to reads work tickets 
and examine pattern shapes to determine moulder setup procedures and type wood stock to be cut.  

Moulder 2 - Set up and operate a moulder to plane, shape, and groove wood stock, to reads work tickets 
and examine pattern shapes to determine moulder setup procedures and type wood stock to be cut. 

Paint Coater - Set up and operate paint line by applying the required amount of paint (film) and ensuring 
the pieces enter the drying tunnel properly.  Once cured, ensuring the quality is to specification and ensuring 
the pieces are properly stacked and packaged. 

Windfall Mill Staffing Tables 

Tables 22 through 28 present staffing for Windfall. 
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Table 22 
Windfall Log Yard Staffing 

Position Current Per Shift # of Shifts 
At Full 
Build 

Loader 1 1 2 2 
Scale Shack  1 2 2 
Off Loader  1 2 2 
Yard Maintenance  1 2 2 
Residuals  1 2 2 
Outside Forklift  2 2 4 
Totals 1 7  14 

 

Table 23 
Windfall Sawmill Staffing 

Position Current Per Shift # of Shifts 
At Full 
Build 

Debarker  2 2 4 
Hurdle 1 1 2 2 
TV 6000  1 2 2 
TV 6000  1 2 2 
Breakdown Tailer   1 2 2 
Resaws  3 2 6 
Resaw Tailers  2 2 4 
Piece Orientation  1 2 2 
Edger Operators  2 2 4 
Unscrambler  1 2 2 
Trim Saw  1 2 2 
Bin Chaser  1 2 2 
Green Chain (Timbers) 3 6 2 12 
Stacker  1 2 2 
Forklift  2 2 4 
Sawmill Super  1 1 1 
Sawmill Charge Hands  1 2 2 
Clean Up    2 2   4 
Totals 4 30  59 

 

Table 24 
Windfall Kiln Staffing 

Position Current Per Shift # of Shifts 
At Full 
Build 

Kiln Operator  1 1 1 
Forklift  2 2 4 
Total 0 3  5 
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Table 25 
Windfall Planer Staffing 

Position Current Per Shift # of Shifts 
At Full 
Build 

Forklift Infeed /feed  1 2 2 
Tilt Hoist  1 2 2 
Planer Feeder  1 2 2 
Grade Expert  1 2 2 
Bin Chaser  1 2 2 
Stacker  1 2 2 
Strapper / Bander / Wrap  2 2 4 
Planer Super  1 1 1 
Planer Charge Hand  1 2 2 
Clean Up  1 2   2 
Total 0 11  21 

 

Table 26 
Windfall Shipping Staffing 

Position Current Per Shift # of Shifts 
At Full 
Build 

Forklift  2 2 4 
Chips Chaser  1 2 2 
Total 0 3  6 

 

Table 27 
Windfall Trades (Maintenance) Staffing 

Position Current Per Shift # of Shifts 
At Full 
Build 

Filing Room  1  3 
Electrical  3  6 
Millwright  4  8 
Mechanics  2  3 
Maintenance Super  1  1 
Total 0 11  21 

 

Table 28 
Windfall Office Support Staffing 

Position Current Per Shift # of Shifts 
At Full 
Build 

Safety / Quality Control  1  1 
Data Entry / Reception 1 1  1 
Shipping / Receiving  1  3 
Purchasing / Warehouse  1  1 
Total 1 4  6 

Lumberjack Mill Staffing Tables 

Tables 29 through 35 present staffing for Lumberjack. 
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Table 29 
Lumberjack Log Yard Staffing 

Position Current Per Shift # of Shifts 
At Full 
Build 

Loader 1 1 2 2 
Scale Shack 1 1 2 2 
Yard Maintenance 1 1 2 2 
Totals 3 3   6 

 

Table 30 
Lumberjack Sawmill Staffing 

Position Current Per Shift # of Shifts 
At Full 
Build 

Debarker 1 1 2 2 
Headrig 1 1 2 2 
Gang Saw 1 1 2 2 
Resaws 1 1 2 2 
Piece Orientation 1 1 2 2 
Edger Operators 1 1 2 2 
Unscrambler 3 1 2 2 
Trim Saw 2 2 2 4 
Green Chain  6 6 2 12 
Stacker 3 3 2 6 
Forklift 1 1 2 2 
Sawmill Super 1 1 1 1 
Sawmill Charge Hands 1 1 2 2 
Clean Up   2   2 2   4 
Totals 25 23  45 

 

Table 31 
Lumberjack Kiln Staffing 

Position Current Per Shift # of Shifts 
At Full 
Build 

Kiln Operator  1 1 1 
Forklift  2 2 4 
Total 0 3  5 
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Table 32 
Lumberjack Planer Staffing 

Position Current Per Shift # of Shifts 
At Full 
Build 

Forklift Infeed / Outfeed 1 1 2 2 
Tilt Hoist 1 1 2 2 
Planer Feeder 1 1 2 2 
Grade Expert 2 2 2 4 
Dry Chain 5 5 2 10 
Stacker 1 1 2 2 
Strapper / Bander / Wrap 2 2 2 4 
Planer Super 1 1 1 1 
Planer Charge Hand 1 1 2 2 
Clean Up   1   1 2   2 
Total 16 16  31 

 

Table 33 
Lumberjack Shipping Staffing 

Position Current Per Shift # of Shifts 
At Full 
Build 

Forklift 1 1 2 2 
Total 1 1  2 

 

Table 34 
Lumberjack Trades (Maintenance) Staffing 

Position Current Per Shift # of Shifts 
At Full 
Build 

Filing Room 3 3 2 6 
Electrical 1 1 2 2 
Millwright 2 2 2 4 
Mechanics 1 1 2 2 
Maintenance Super 1 1    1 
Total 8 8  15 

 

Table 35 
Lumberjack Office Support Staffing 

Position Current Per Shift # of Shifts 
At Full 
Build 

Safety / Quality Control 1 1  1 
Data Entry / Reception 1 1  1 
Shipping / Receiving 1 1  2 
Purchasing / Warehouse 1 1  1 
Total 4 4  5 
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Operator Forest Operations Staffing Table 

Table 36 
Operator Forest Operations Staffing 

Position Current 1 Side 2 Sides 

Buncher 1 1 2 
Skidder 1 1 2 
Forwarder  1 2 
Processor  1 2 
Log Loader  1 2 
Log Truck 2 5 10 
Grader  1 2 
Brushing Crew  5 10 
Chipper  1 2 
Grinder  1 2 
Biomass Loader  1 2 
Mechanic  1 2 
Company Forester 1 1 2 
Company Safety  1 2 
Administration  1 2 
Contractor Supervisor 1 1 2 
Weighmaster  1   2 
Total 6 25 50 

Operator - Engineered Wood Products Staffing Table 

Table 37 
EWP Staffing 

Position Current Per Shift # of Shifts 
At Full 
Build 

Production Workers 
Chop Line (1) 4 4 2 8 
Finger Jointer (2) 3 4 2 8 
Edge Gluer (3)  5 2 10 
Moulder 1 (4) 2 4 2 8 
Moulder 2 (4)  3 2 6 
Paint Coater (5)    3 2   6 

Total Production Workers 9 23  46 
Non-Production Workers 

Millrights  1 2 2 
Electricians  1 2 2 
Supervisors  1 2 2 
Machine Technician 1 1 2 2 
Area Manager  1  1 

Total Non Production Workers 1 5  9 
Office & Administration   0 1 2   2 
Total Engineered Wood Products 10 29  57 
1) The Chop Line consists of four positions: (1) Infeed; (2) Block Re-Rip; (3) Full Length Pull; and (4) Bin Chaser - 

Moving Full Bins. 
2) The Finger Jointer consists of four positions: (1) Block Infeed Supply; (2) Infeed; (3) Operator; and (4) Outfeed 
3) The Edge Gluer consists of four positions with five personnel: (1) 1 Edge Preps; (2) 1 Glue Applicator; (3) 2 Panel 

In / Out; and (4) Panel Rip 
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4) The Moulder consists of three positions with three or four personnel: (1) Infeed; (2) Operator; and (3) one or two 
Outfeed 

5) The Paint Coater consists of three positions: (1) Infeed; (2) Operator; and (3) Stacker. 

O&M Programs and Procedures 

Safety 

The Operator is committed to workplace safety.  The Safety Officer oversees a Safety and Audit program 
and regularly ensures the safety program is functioning as expected and improving when necessary.  
Weekly safety meetings are held.  The safety committee conducts a monthly walk through with the shift’s 
safety captain. 

The Operator maintains the Occupational Safety and Health (“OSHA”) required programs including; 
(1) Lockout/Tagout; (2) Hazard Communication; (3) PPE Hazard Assessment; (4) Respiratory Protection; 
(5) Employee Emergency Plans and Fire Prevention Plans; (6) Bloodborne Pathogens; and (7) Confined 
Spaces 

Housekeeping 

The main purpose of good housekeeping is to prevent the spread of fire but also to maintain the health of 
the machinery.  It is also linked to employee safety and accident prevention.  Good housekeeping sets the 
tone and culture.  The Operator is committed to keeping the Facilities as clean as possible to help reduce 
the risk of fire and the spread of fire. 

The Operator maintains a regular dust and wood waste removal program.  This program strives for no more 
than 1/8-inch dust accumulation on overhead building members and equipment with scheduled clean up. 

The Operator is focused on instilling a solid operations and maintenance culture as it grows its workforce.  
Good housekeeping is therefore accepted as an essential basic requirement to efficient sawmill 
maintenance for the following reasons: (1) machines are less likely to suffer damage or overheat caused 
by a build-up of waste material; (2) the safety factor to personnel is increased; (3) personnel morale and 
performance is increased; and (4) the financial benefits to be derived from it are greater than the cost of 
maintaining it. 

Machine Operation and Maintenance 

To ensure consistent and reliable operation of all mill equipment, the Operator follows a preventative 
maintenance schedule that meets or exceeds manufacturers’ recommendations.  Routine preventative 
maintenance is scheduled in an internal work order system managed by an Excel based system.  The 
maintenance crew performs the required actions and submits the completed forms to the Maintenance 
Superintendent on the Monday after the weekend activities are complete.  The Superintendent reviews the 
sheets and takes any necessary action based on comments received.  Mill management (Mill Operations 
Manager, Sawmill Superintendent, Planer Superintendent and Maintenance Superintendent) meet as a 
group each Friday for two hours to review mill operations and maintenance topics which results in updates 
to the excel maintenance tracker.  The excel tracker is also updated on a daily basis by the mill management 
team as items arise or are completed. 

Periodic checks on all machines are essential to efficient and trouble free performance.  The recommended 
servicing and lubrication routines specified by the manufacturers of the various machines are strictly 
adhered to and the various specified lubricants and spares are available.  The Operator ensures that the 
machines are not operated by anyone who is not fully aware of their designed capacity and competent to 
work that particular machine. 
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The Operator believes a priority requirement for successful machine operation and maintenance is to 
ensure that the operational manual and maintenance manual of the machines are always available.  In 
addition, the Operator maintains and regularly updates its Standard Operating Procedures (“SOPs”). 

The Operator maintains in-house spares for parts that may need replacing within a specified time as 
recommended by the various machine manufacturers and operating practice.  We reviewed the spare parts 
workup list for the Windfall mill as detailed in the document “Spare Parts List - 15-6-2021.xlsx”, and we find 
the approach reasonable.   

Lost Production Time 

Lost production time is a factor which directly impacts profitability.  The Operator tracks production uptime.  
The Operator considers this program essential to management in order to assess the performance and 
efficiency and to take remedial action to offset lost production time.  Machine breakdowns, changing saws 
and waiting for logs are common reasons for temporary stops in the daily operation.  The Operator is 
working to instill a culture where these type events are not accepted as normal routine. 

Qualification and Training Program 

The Operator believes a priority requirement for successful machine operation and maintenance is to 
ensure that personnel who are to operate and maintain the machines are properly trained and fully 
competent to carry out their duties.  The Operator attempts to hire personnel with a given skill set particularly 
in the trades group.  However, they will hire laborers to start off at the green chain.  The Operator then sets 
about improving the skill set through on the job training.  Specific training topics included within the 
Operator’s Employee Orientation Checklist include the following.   

 Personal Protective Equipment 

 20 individual topics under the umbrella of environmental, health, and safety 

 Specific machine center training including 

o Direct instruction 

o Demonstration 

o Supervision of performance 

o QA/QC of subsequent performance 

o Safety reporting procedures 

The Operator performs daily meetings that discuss safety, log types and lumber grades expected for the 
day, operational issues as necessary, and training topics.  Additional training is provided by supervision 
staff throughout any give shift.  Opportunities for promotion from machine operator through several levels 
of increased responsibility are available based on demonstrated performance.   

The Operator maintains certifications for: 

 Lumber grading in accordance with the Western Wood Products Association (WWPA) grading 
standards 

 Weighmasters are certified by representatives of the Forest Service.  

 Forklift, manlift, fall-protection, CPR/First Aid, and other certifications, which are presented by an 
OSHA accredited official, or Certified Safety and Health Official 
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Computer Based Data Management Systems 

The Operator utilizes the following computer-based data management systems: 

 QuickBase: a cloud hosted relational database used to collect statistical operations data. 

 Right Networks: a hosting for QuickBooks enterprise that is used exclusively for access to 
QuickBooks 

 QuickBooks: an accounting software suite  

Maintenance Strategy 

The Operator is indoctrinating a culture of proactive maintenance to prevent unnecessary downtime.  A 
proactive maintenance culture can be broken down into several categories: (1) safety first - before any 
maintenance is performed is ensure the environment is safe to work in; (2) lubrication - adhering to the 
lubrication schedule suggested by the equipment manufacturer is vital for keeping machines running; 
(3) visual checks - following the maintenance manuals looking at what condition or time interval machines 
and their components need to be inspected, torqued and changed; (4) listen - the Operator encourages 
millwrights and other maintenance staff listen to the machines during operation.  Prior to shutting down a 
machine they want the maintenance staff to know what it should sound like and to note vibrations and other 
noises that aren’t usually there; (5) long term maintenance – as appropriate, bring in an OEM service tech 
to do a field service inspection; (6) clean air - making sure a good supply of clean, dry air is coming into the 
machine; (7) hydraulics - routinely checking hydraulic valving, ensuring the proper hydraulic oil is in the 
system, and making sure all of the hydraulic components are running in their best condition; (8) keep it 
clean – prevent build-up of debris; and (9) spare parts - the importance of using replacement parts that are 
supplied by the OEM or otherwise known to be reputable.    

The Operator does not see the need for scheduling annual shutdowns of its mills for one to two weeks.  
Rather, it pursues a strategy of performing maintenance around its shift schedule that provides three full 
days of downtime Thursday after the last shift until the first shift returning the following Monday.    

Operations and Maintenance activities in the Lumberjack, Windfall and EWP are performed by company 
employees with only special projects or specialized repair being contracted out on an as-needed basis.   

Summary 

Based on our review, the staffing plan, organizational structure, and operating programs and procedures 
that are currently in place at/proposed for the Project are consistent with generally accepted practices in 
the industry and are appropriate for the Project.     

 

Environmental Review of the Project 

Environmental Site Assessments 

Bellemont Site 

We have reviewed (1) the “Phase I Environmental Assessment, 35-Acre NewLife Forest Products Facility, 
14005 East Old Route 66, Bellemont, Arizona” dated April 29, 2021, prepared for the Operator by WTI and 
(2) the “Phase I Environmental Site Assessment, Bellemont Site, 14005 East Old Route 66, Bellemont, 
Arizona” dated October 8, 2021, prepared for the Operator by WTI.  We also reviewed a June 29, 2021 
Phase I ESA for a leased railroad track parcel (approximately 3.996 acres) located adjacent to the 
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southwest side of the Bellemont Site.  The Bellemont Site (about 11 miles west-northwest of Flagstaff) will 
be the location of the new Windfall sawmill and the new EWP facility.  According to the Phase I ESA, the 
approximately 35-acre Bellemont Site was historically vacant land prior to installation in the 1990s of a 
converting tissue manufacturing facility.  The tissue mill received raw paper product that was “converted 
into a variety of consumer products” that included bathroom tissue, paper napkins, and paper towels.  The 
Owner reported that the Bellemont Converting Facility tissue mill was originally constructed in 1995 and 
ceased operations in August 2019.  During its March 3, 2021 site visit, WTI observed several buildings and 
former facilities associated with the decommissioned tissue mill, including a large warehouse (a two-story 
building, inside which WTI noted that the “main production floor has been cleared of all equipment” and 
contained several offices and residual equipment); loading docks; several water/wastewater storage tanks; 
former wastewater treatment facilities; parking lots; a 560-gallon aboveground diesel fuel tank (within 
secondary containment) for the fire suppression system; and other outbuildings. According to WTI, treated 
sanitary wastewater and discharged effluent from wastewater treatment operations of the former tissue mill 
were routed to a leach field, which was located north of the main warehouse building.  WTI reported that it 
did not identify any recognized environmental conditions (“RECs”) associated with the former wastewater 
treatment operations. WTI also observed miscellaneous petroleum products and small containers of 
chemicals (e.g., cleaning products, used anti-freeze, chlorine, roundup, paint, and denatured alcohol), and 
that the western portion of the property was “vacant land with a rock pile.”  WTI observed no evidence of 
releases (other than de minimis stains on concrete) or underground fuel storage tanks.  WTI did not report 
any indications of stained soils or uncontrolled disposal of trash, debris, or litter, or dumping at the 35-acre 
property. WTI concluded that its April 2021 assessment did not identify any RECs in connection with the 
Bellemont Site.  As a result of its September 21, 2021 site visit, WTI reported that the Bellemont Site had 
been “developed with the NewLife Forest Products’ engineered wood products plant. Improvements 
included loading docks and a storage room attached to the warehouse formerly used to operate equipment 
within the production facility.”  Other amenities noted by WTI included a dust collection system, a 
wastewater treatment facility, a water pumping station with two water storage tanks, two wastewater holding 
tanks, a storage building, a storage shed, and a guard shack.  WTI also observed various equipment and 
several offices and employee breakroom/locker rooms in the warehouse. WTI observed storage of 
hazardous materials (e.g., fuels, petroleum products, heat-resistant adhesive, chlorine, anti-freeze, 
cleaning products, and used oil) absent of evidence of leaks to underlying surfaces.  WTI did note de 
minimis oil staining that had sawdust on top of it on the concrete east of the warehouse within the loading 
docks.  WTI observed no evidence of releases (other than de minimis stains on concrete) or underground 
fuel storage tanks.  WTI did not report any indications of stained soils or uncontrolled disposal of trash, 
debris, or litter, or dumping at the 35-acre property. WTI concluded that its October 2021 assessment did 
not identify any RECs in connection with the Bellemont Site.   

According to WTI, the leased railroad track property (adjacent to the Bellemont Site) “contains a total of 632 
feet of leased track and also a parcel of land containing a total of 174,070 square feet (3.996 acres) of land 
underlying leased track and of land underlying industry track. A portion of the new track will be along the 
southern portion of the NewLife Forest Products’ facility.”  The June 2021 Phase I ESA indicates that the 
3.996-acre leased property was historically vacant land, and a 1908 topographic map showed the current 
railroad alignment through the leased property. We understand that future construction plans include 
extending a rail spur into the Bellemont Site to support load out of processed material.  During its June 10, 
2021 site visit, WTI observed that the eastern portion of the leased property contained an existing railroad 
track, maintenance road, and a portion of another facility’s railroad spur. WTI also observed a few metal 
cabinets associated with the railroad track, a mound of gravel, stored metal, storage containers, and 
stacked railroad ties on or adjacent to the leased property.  WTI reported, “No staining or deterioration of 
these ties were noted.”  WTI noted that the west portion of the property was a gravel parking area and 
vacant, vegetated land.  WTI observed no evidence of stained soils, releases, storage of hazardous 
substances, underground or aboveground storage tanks, or disposal of solid waste on the leased property.  
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WTI concluded that its June 2021 assessment did not identify any current RECs in connection with the 
3.996-acre leased railroad track property.   

Lumberjack Site 

We have reviewed (1) the “Phase I Environmental Site Assessment, Parcel 206-31-001G, 33.59-Acre 
NewLife Forest Products Facility, 3830 State Route 277, Heber, Arizona” dated May 12, 2021, prepared for 
the Operator by WTI and (2) the “Phase I Environmental Site Assessment, Lumberjack Site, 3830 State 
Route 277, Heber, Arizona” dated October 8, 2021, prepared for the Operator by WTI.  The Lumberjack 
Site (about 85 miles southeast of Flagstaff) is an operating sawmill (primarily developed in the mid-1980s 
to 1990s) with plans for expansion.  According to the Phase I ESAs, the approximately 33.59-acre 
Lumberjack Site was historically vacant land and pastures prior to installation of the sawmill facilities.  WTI 
noted that New Life Forest Products uses the property “for processing raw lumber into materials for retail 
sale and construction.”  During its April 2, 2021 site visit, WTI observed facilities associated with sawmill 
operations including de-barker equipment, mill building, planer building, kilns, stacking equipment, an office 
building, shop, and equipment sheds.  WTI also observed storage of petroleum products (e.g., diesel fuel, 
propane, hydraulic oil, and lubricants in aboveground tanks and drums); several pressurized cylinders of 
oxy-acetylene gasses (for cutting and welding activities); a furnace (for incinerating wood chips/dust); and 
one active water well.  WTI observed no evidence of releases (other than de minimis stains on soil or 
concrete), underground storage tanks, or disposal of hazardous substances.  WTI did not report any 
indications of significantly stained soils or uncontrolled disposal of trash, debris, or litter, or dumping at the 
33.59-acre property.  WTI concluded that its May 2021 assessment did not identify any RECs in connection 
with the Lumberjack Site.  As a result of its September 23, 2021 site visit, WTI reported no significant 
changes in site conditions compared to its April 2, 2021 site visit.  WTI again observed storage of petroleum 
products; pressurized gas cylinders used for cutting and welding; a furnace (for incinerating wood 
chips/dust); and one active water well.  WTI observed no evidence of releases (other than de minimis stains 
on soil or concrete), underground storage tanks, or disposal of hazardous substances.  WTI did not report 
any indications of significantly stained soils or uncontrolled disposal of trash, debris, or litter, or dumping at 
the 33.59-acre property. WTI concluded that its October 2021 assessment did not identify any current RECs 
in connection with the 33.59-acre property. 

GPR Site 

We have reviewed (1) the “Phase I Environmental Site Assessment, Parcels 203-23-002J and 203-23-
002K, 25.33-Acre NewLife Forest Products Facility, 301 and 325 South Garland Prairie Road, Williams, 
Arizona” dated May 12, 2021, prepared for the Operator by WTI and (2) the “Phase I Environmental Site 
Assessment, GPR Site, 301 and 325 South Garland Prairie Road, Williams, Arizona” dated October 6, 
2021, prepared for the Operator by WTI.  WTI reported that the 25.33-acre property (about 26 miles west-
northwest of Flagstaff) was vacant land prior to installation of a former sawmill on the site.  The Phase I 
ESA indicated that sawmill operations were occurring by at least 1980 and that the “former lumber milling 
operations ceased circa February 2018.”  The Owner reported that the original sawmill was built in 1972.  
The 25.33-acre GPR Site is adjacent to an off-site active sawmill operation located adjacently to the south 
(i.e., the Garland Mill, discussed below).  During its April 1, 2021 site visit to the 25.33-acre former sawmill 
site, WTI noted that the property was “currently used for equipment storage.”  WTI observed “equipment 
and discarded metals stored on the northern and southern portions of the Property, lumber piles were near 
the western edge, a dumpster was just east of the former sawmill building, and a residential RV was 
adjacent to the former pumphouse building.” WTI noted that it did not identify any environmental concerns 
“in association with the equipment storage and/or debris.”  WTI also observed that “concrete inside the 
former sawmill building was stained with oil”, which WTI considered de minimis.  WTI observed no evidence 
of underground or aboveground storage tanks; drums; storage of hazardous substances; releases; or 
disposal of hazardous substances.  WTI concluded that its May 2021 assessment did not identify any 
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current RECs in connection with the 25.33-acre property. WTI noted that its previous investigations had 
identified historical storage of petroleum products and stained soils for which WTI recommended excavation 
and off-site disposal of contaminated soil.  WTI reported that the former oil soil staining and petroleum 
storage was considered a historical REC that has been addressed.  As a result of its September 21, 2021 
site visit, WTI noted minor, but not substantial changes in site conditions, compared to its April 1, 2021 site 
visit.  WTI additionally noted: an aboveground storage tank (“in like new condition”) for diesel fuel (no leaks 
or staining noted); a trailer-mounted fuel tank (stains noted on the trailer, but no staining on the ground); 
“an oily sheen and used oil containers on the standing water within the pump shed” (considered by WTI to 
be de minimis); several drums of oil, plastic cans containing used oil filters, and an axle that leaked oil 
(causing de minimis stains to concrete surfaces); and de minimis oily staining under a crane.  WTI observed 
no evidence of underground storage tanks; significant releases; or disposal of hazardous substances during 
its September 21, 2021 site visit.  WTI concluded that its October 2021 assessment did not identify any 
current RECs in connection with the 25.33-acre property. WTI again noted that the former oil soil staining 
and petroleum storage was considered a historical REC that has been addressed.   

Garland Mill 

We have reviewed the (1) the “Phase I Environmental Site Assessment, Approximately 8.55-Acre NewLife 
Forest Products Facility, 671 South Garland Prairie Road, Williams, Arizona” dated June 4, 2021, prepared 
for the Operator by WTI and (2) the “Phase I Environmental Site Assessment, Garland Mill Site, 671 South 
Garland Prairie Road, Williams, Arizona” dated October 5, 2021, prepared for the Operator by WTI.  WTI 
reported that the approximately 8.55-acre property (about 26 miles west-northwest of Flagstaff) consisted 
of an active sawmill identified as Garland Mill, which is adjacent to the south side of the GPR Site.  A 1958 
aerial photograph depicted the property as “vacant land and a portion of a natural pond on the northeastern 
corner of the Property.” Later aerial imagery indicates that initial development of the sawmill began at least 
by the early- to mid-2000s.  According to the Owner, the Garland Mill “consists of a log infeed, a Hurdle 
sawmill (carriage sawmill) an outfeed table, and a chipper.” We understand that the Garland Mill is on 
leased land, will be decommissioned in 2021, and will be the source of certain equipment that will be 
refurbished for sawmill operations at the new Windfall sawmill.  During its May 19, 2021 site visit to the 
8.55-acre property, WTI observed the office building; a mechanical shop (with de minimis stains and “oily 
residues” on concrete floors); a pond straddling the northeast property boundary; stacks of logs (queued 
for processing); a “large metal building that contained the head rig for cutting the logs into smaller pieces 
of wood”; and storage of petroleum products and used oil within various buildings in totes, drums or buckets.  
WTI also observed discarded tires and large piles of metal debris, sawdust, wood chips, compost, and 
mulch on the property, as well as two empty aboveground storage tanks (spills, leaks, or stains were not 
observed).  WTI reported no areas of significant staining and observed no evidence of underground storage 
tanks or wells on the property.  WTI concluded that its June 2021 assessment did not identify any RECs in 
connection with the 8.55-acre property.  As a result of its September 21, 2021 site visit, WTI reported no 
significant changes in site conditions compared to its May 19, 2021 site visit.  WTI observed the large metal 
building used as the mill, as well as several piles of sawdust, wood chips, compost, and mulch in the center 
and the perimeter of the property.  WTI again observed storage of various petroleum products, de minimis 
stains and “oily residues”  on concrete floors of the mechanical shop, discarded tires, piles of metal debris, 
and two empty aboveground storage tanks (spills, leaks, or stains were not observed).  WTI reported no 
areas of significant staining and observed no evidence of underground storage tanks or wells on the 
property during its September 21, 2021 site visit.  WTI concluded that its October 2021 assessment did not 
identify any RECs in connection with the 8.55-acre property.   

Summary 

Based on our review, we are of the opinion that the June 2021 Phase I ESA performed by WTI for the 
leased rail site, and and the October 2021 Phase I ESAs performed by WTI for the Bellemont Site, the 
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Lumberjack Site, the GPR Site, and Garland Mill were conducted in a manner consistent with industry 
standards, using comparable industry protocols for similar studies with which we are familiar.        

Status of Permits and Approvals 
Project must be designed, constructed, and operated in compliance with applicable federal, state, and local 
regulations, codes, standards, guidelines, policies, and laws.  Table 38 lists the summary status of 
environmental permits and approvals required for the Project to be constructed and placed into commercial 
operation.  Based on our review and representations made by the Owner, we are of the opinion that the 
Owner has identified and obtained the key environmental permits and approvals that are currently 
necessary for installation and commercial operation with the exception of a Class I Air Quality Permit.  The 
Class I Air Quality Permit application was submitted on May 14, 2021, has been deemed administratively 
complete, and will enter the public comment period in mid-September and the Owner expects it to be issued 
at the end of October.  The expected timing of receipt of the permit coincides with the timing of the 
installation of the equipment at Windfall.  While there are certain minor or ministerial permits and approvals 
that have not yet been obtained, we are not aware of any technical circumstances that would prevent the 
issuance of these remaining permits and approvals.   

Table 38 
Summary Status of Permits and Approvals for Construction and Operation  

Permit/Approval Responsible Agency Current Status Comments 
Federal    
Hazardous Waste 
Identification Number 

U.S. Environmental 
Protection Agency 
(“USEPA”) 

Not required. 
Hazardous waste 
will not be 
generated at the 
site. 

Required if the Facilities 
generate, manage, and 
dispose of material 
categorized as hazardous 
waste.  A manifest system 
must be followed for disposal. 

Oil Spill Prevention 
Control and 
Countermeasure Plan 

USEPA Not required. 
Applicability 
requirements will 
not be triggered. 

Required as per 40 CFR 112, 
Oil Pollution Prevention 
regulations, where oil in 
facility transformers and other 
oil storage totals to more than 
1,320 gallons at each site and 
if reasonably expected to 
discharge oil in quantities that 
may be harmful into navigable 
waters or adjoining 
shorelines.   

Clean Water Act  
(“CWA”) Section 10 and 
Section 404 Permits 

United States Army 
Corps of Engineers 
(“USACE”) 

Not required. No 
impacts to waters 
of the U.S. 

Section 10 Permit authorizes 
work in, on, or under a 
navigable water of the U.S., 
while the Section 404 Permit 
authorizes the release of 
dredged or fill material into 
waters of the U.S., including 
wetlands.    
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Table 38 
Summary Status of Permits and Approvals for Construction and Operation  

Permit/Approval Responsible Agency Current Status Comments 
Threatened and 
Endangered (“T&E”) 
Species 
Assessment/Clearance 

U.S. Fish and Wildlife 
Service (“USFWS”) 

Not required for 
the developed 
Lumberjack and 
Bellemont Sites.  
Diligence to be 
conducted on 
Bellemont Site 
Expansion to 
determine if 
needed 

Assessment required to 
identify potential impacts of 
the Owner Facilities on T&E 
Species and other species of 
concern.    

National Historic 
Preservation Act 
Section 106 
Consultation 

State Historic 
Preservation Office 
(“SHPO”) or Lead 
Federal Agency 

Not required. Required to identify and 
protect significant cultural and 
historical resources only if a 
federal permit, or major 
federal action such as a 
federal loan guarantee, is 
required for the Project.  
General Condition 20 (Historic 
Properties) of the USACE 
NWP program triggers the 
requirement.  

State 
Air Quality Permit ADEQ Class II Air 

Quality Permit No. 
67889 issued for 
the Lumberjack 
Site 2/28/18, 
expires 2/27/23.  
A Class I air 
quality permit 
application for the 
Bellemont Site 
expansion 
submitted 
5/14/21. Draft 
permit has been 
issued, the ADEQ 
recommends 
issuance of the 
permit, and public 
notice period 
open from 9/22/21 
to 10/21/21. 

Required for an air emission 
source meeting or exceeding 
established emission 
thresholds.  Sets forth air 
emission limits, monitoring, 
recordkeeping and reporting 
requirements.  The permit 
issued for the Lumberjack mill  
includes the proposed 
expansion. 

Permit to Withdraw 
Groundwater for 
General Industrial Use 

Arizona Department 
of Water Resources 

Well registry: 55-
514919 at 
Lumberjack, no 
well at Bellemont 
Site. 

This permit, as well as 
permits related to well drilling 
and groundwater rights, may 
be required to obtain 
groundwater for industrial 
use. 
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Table 38 
Summary Status of Permits and Approvals for Construction and Operation  

Permit/Approval Responsible Agency Current Status Comments 
Arizona Pollutant 
Discharge Elimination 
System (“APDES”) 
General Permit for 
Discharges of Storm 
Water Associated with 
Construction Activities   

ADEQ 
 

Not required. 
Construction on 
previously 
developed sites 
and within 
existing buildings. 

Required for stormwater 
management during 
installation if installation 
activities will disturb more 
than one acre of land and 
stormwater will be discharged 
to Arizona surface waters or 
to a Municipal Separate 
Storm Sewer System leading 
to Arizona surface waters. 
Notice of Intent required to 
obtain coverage and a Storm 
Water Pollution Prevention 
Plan (“SWPPP”) must be 
developed at NOI submittal. 

APDES Industrial 
Stormwater Multi-sector 
General Permit  

AZDEQ Not Required Required for covered 
industrial sectors, which 
includes Timber Products, if 
stormwater will be discharged 
to a water of the US.  Owner 
reports that permit is not 
required for GPR and 
Bellemont Site. Letter from 
GBMC and Associates dated 
August 16, 2021 states that 
stormwater from the Heber 
site “does not discharge 
stormwater directly into a 
Waters of US or by means of 
a protected surface water 
conveyance as defined by the 
Arizona Department of 
Environmental Quality.” 

Cultural and Historical 
Impacts Determination  

State Historical 
Preservation Office 

Not required. Projects that are privately 
funded, located on private 
property, and have no state, 
federal, or local government 
involvement are considered 
“non-mandated projects” by 
the SHPO but often go 
through a voluntary 
compliance review. The 
Facilities are to be 
constructed on private land 
and there are no 
requirements for state-level 
review. 
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Table 38 
Summary Status of Permits and Approvals for Construction and Operation  

Permit/Approval Responsible Agency Current Status Comments 
Biological Assessment /  
Endangered Species 
Impact Assessments 

Arizona Game and 
Fish Department 

Not required for 
Lumberjack and 
Bellemont Sites. 
Diligence to be 
conducted on 
Bellemont Site 
Expansion to 
determine if 
needed 

Purpose is to assess impact 
of the Facilities on state listed 
T&E species, species of 
interest, and related habitat. 

CWA Section 401 Water 
Quality Certification 

ADEQ Not required since 
there is no 
requirement for a 
CWA Section 404 
permit.  

Section 401 of the CWA 
requires that applicants for a 
federal license or permit, 
which may result in a 
discharge to waters of the 
U.S., obtain a 
Section 401Water Quality 
Certification to verify that the 
discharge will comply with 
applicable CWA and state 
water quality requirements.  

Notice of Intent to Clear 
Land 

Arizona Department 
of Agriculture 

Applicability for 
acquired acreage 
to be determined. 

Required if protected native 
plants will be affected. 
Species covered by this 
requirement are primarily 
desert plants. 

Local 
Land Use and Zoning 
Permits 

Coconino County Zoning verification 
letter stating that 
all proposed uses 
(forest products 
processing, kilns, 
chipping, log 
decking) are 
permitted by-right 
issued 4/24/20. 

Authorizations for 
development and installation 
in accordance with local 
ordinances are often required 
in many, but not all 
jurisdictions. Coconino 
County staff notes from an 
April 15, 2020 meeting 
indicate “…a Design Review 
Overlay (DRO with design 
review) through Planning and 
Zoning may be required if 
modifications are proposed; 
otherwise, a DRO is not 
required. 

Building / Construction / 
Crossing / Drainage 
Permits 

Coconino County and 
other local 
jurisdictional 
agencies.  

To be obtained, 
as required, in the 
ordinary course of 
business.  

Various permits, generally 
ministerial in nature and many 
non-environmental, may be 
required to comply with local 
planning regulations and 
codes. Areas for 
review/approval may include 
lighting, drainage, and fire 
protection.  
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Environmental Compliance 
We note the following circumstances relative to compliance with permits and approvals, and other 
regulatory requirements applicable to installation and operation: 

 Total potential to emit for Volatile Organic Compound (“VOC”) emissions in the air quality permit 
application is estimated at 246 tons per year.  This is four tons below the federal Prevention of 
Significant Deterioration (“PSD”) permitting threshold of 250 tons per year.  Emission calculations 
for the kilns, which represent approximately 212 tons of the 246 ton VOC potential to emit, are 
based on National Council for Air and Stream Improvement emission factors for “unspecified or 
western softwood,” which ponderosa pine is.  Due to the use of emission factors which are 
developed based on multiple sources, and their inherent variability when applied to a specific type 
of wood and kiln conditions, there may be some uncertainty associated with these emission factors.  
Emission calculations in the air quality permit application are based on 8,760 hours per year of 
operation for the kilns and actual emissions would not need to vary much from the emission factor 
used for the kiln emission calculations to lead to an exceedance of the PSD threshold.  There would 
not be a PSD violation unless the annual tons per year threshold was exceeded, but if emissions 
testing indicated the permitted hourly VOC emission rates were exceeded then operations would 
need to be evaluated to make sure total annual VOC emissions remained below the PSD threshold. 
Since the kilns are batch processes and will not continuously operate 8,760 hours per year, it is not 
anticipated that the PSD threshold will be an issue. 

 The Owner has indicated there are no recent or current Notices of Violation, Consent Orders, or 
Compliance Plans applicable to existing operations. 

 It is our understanding that there have been no spills in the past two years related to existing 
operations and there are no known areas of contamination nor the need for any site remediation. 

Projected Operating Results 
We have reviewed the historical operating data for the Project, and reviewed estimates and projections of 
the lumber and residual products production, and operating costs of the Project as made available by the 
Owner.  On the basis of such data, we have prepared the Projected Operating Results.  Revenues for the 
project are derived from the sale of dimensional lumber from the Windfall and Lumberjack mills and the 
engineered wood products line under the IFP Sales Agreement as well as residual products, including bags 
of planer shavings and biomass, which are sold based on letters of intent to purchase or purchase orders 
from existing customers.  Expenses for the Project consist of the cost associated with labor, incoming logs, 
overhead, parts and supplies, fuel and power, O&M, and administrative and general expenses, all as 
estimated by the Owner.  The Projected Operating Results are presented for the Project for each calendar 
year beginning December 1, 2021 through November 30, 2041.  The Projected Operating Results have 
been developed to reflect revenue in the month earned and costs in the month the service is provided and 
do not reflect any lag between the earning of revenue or incurrence of costs and the actual cash flow.  The 
Projected Operating Results are not intended to conform to Generally Accepted Accounting Principles 
(“GAAP”). 

Projected sources of revenues and expenses for our “Base Case” Projected Operating Results have been 
set forth in Exhibit 1 to this Report.  Sensitivity cases to the Base Case Projected Operating Results have 
been presented in Exhibits 2 through 4.  The Projected Operating Results are based on current contractual 
commitments as described herein and have been prepared using the assumptions and considerations set 
forth in this Report and in the footnotes to the Projected Operating Results.   
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We project the inflation rate over the study period as 2 percent per year. This is equal to the difference in 
the yield during the most recent quarter between 30-year U.S. Treasury Bonds and 30-year U.S. Treasury 
Inflation-Protected Securities (“TIPS”). The principal of a TIPS increases with inflation and decreases with 
deflation, as measured by the Consumer Price Index. The difference in yields between the two types of 
bonds, therefore, represents a market-based estimate of expected inflation. 

Annual Operating Revenues 
Below is a summary of the revenue streams for the Projected Operating Results as shown in Exhibit 1 of 
this Report.   

Revenue from the IFP Sales Agreement 

The revenues are earned pursuant to the IFP Sales Agreement with IFP, which calls for the sale of all 
lumber generated by the Project.  The production targets are to be mutually agreed upon by the Owner and 
IFP.  We have assumed that the Facilities will sell all lumber produced by the Project to IFP as discussed 
in the “Projected Performance” section of this Report, which results in a 2022 annual lumber production of 
69,798,736 board feet, exclusive of dry and plane losses, which is sold to IFP with specified pricing for the 
Facilities.  Lumber is to be sold to IFP under the IFP Sales Agreement through January 1, 2031. 

Revenue from Residual Products 

The Project’s residual products are sold under letters of intent, purchase orders, or to the market at market 
prices.  Based on the prices specified in the letters of intent to purchase residual products, the market prices 
provided to us by the Owner appear reasonable.  For the purposes of the Projected Operating Results, 
except as described below, we have assumed the residual product projections as estimated by the Owner.   

Revenue from Engineered Wood 

Engineered wood revenues are calculated by multiplying the price per MBF of engineered wood by the 
amount of MBF, inclusive of dry and plane losses, sold to the engineered wood production line.  The 
projected engineered wood commodity price and the estimated MBF of engineered wood processed is as 
projected by the Owner.   

Revenue from Planer Shavings Bagging Lines 

Planer shavings from Lumberjack and Windfall are bagged and sold.  Revenue from this bagging line is 
calculated by multiplying the Owner’s projected bag sales by the cost for each bag.  The bagged planer 
shavings from Windfall are to be bagged as a result of the partnership between Equustock and the Owner, 
pursuant to the letter of support.  If this transaction does not occur, the increase in profits associated with 
this bagging line may not be realized.   

Revenue from Biomass 

Biomass sales are accrued from the sale of biomass products to Equustock and GroWell.  The biomass 
revenues from each facility are calculated by multiplying the tons of biomass sold to the respective facility 
by the biomass commodity price, as projected by the Owner.   
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Annual Operating Expenses 

Operating and Maintenance Costs 

The costs in Table 39 below reflect the operating costs and board production for the year 2022.  As the 
2021 Projected Operating Results are reflective of December 2021, 2022 values are shown in Table 39 as 
this is the first full year of operation projected in the Projected Operating Results.   

Table 39 
   Production Related O&M Costs  

($000 per year)  (1) 

Item 2021$ $/MBF 
Production Related O&M Costs   

Labor 7,483 0.11 
Delivered Log 11,161 0.16 
Power and Fuel 3,083 0.04 
Fixed Overhead 712 0.01 
Parts and Supplies 1,776 0.03 
Bagging Line (Materials and Labor) 0 0.00 
Engineered Wood 4,263 0.06 
Global 558 0.01 
Biomass  1,755 0.03 
Total Production Related O&M Costs 30,791 0.44 

Capital Expenditures   
Maintenance CapEx 1,000 0.01 
Leased Equipment (2) 6,009 0.09 
Total Capital Expenditures 7,009 0.10 

Owner and Other Costs    
Corporate Personnel Costs   1,405 0.02 
Corporate Infrastructure Costs      799 0.01 
Total Owner and Other Costs   2,204 0.03 

Total Operating Costs 40,004 0.57 
1) Based on 69,799 MBF per year, which is the 2022 annual board production, less dry and plane losses. 
2) The Owner reports that they are capitalizing the Leased Equipment costs per GAAP and as such they 

are not included in our calculation of Net Operating Revenues for purposes of calculating Debt Service 
Coverage.  The Owner reports this is consistent with the terms of the 2021A and B bond indenture.   

Net Operating Revenue 
Projected net operating revenues for the term of the Projected Operating Results are presented in Exhibit 1.  
On the basis of our reviews, analyses, and investigation of the Project and the assumptions set forth in this 
Report, we are of the opinion that, based on the lumber and residual product projections estimated by the 
Owner, the projected net operating revenues from the sale of lumber and residual products less operating 
and maintenance costs, and administrative and general costs, as shown in Exhibit 1, are achievable.  As 
noted by the Owner, per the bond indenture, the calculation of the debt service coverage ratio does not 
include leased equipment costs, and as such, these costs have not been included in the calculation of the 
net operating revenues shown in Exhibits 1.      

Additional Capital Expenditures 
Projected additional capital expenditures include capital expenditure costs projected by the Owner in 
addition to installation costs associated with the Windfall expansion.  Additional capital expenditures are 
presented in Exhibit 1.  On the basis of our reviews, analyses, and investigation of the Project and the 
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assumptions set forth in this Report, we are of the opinion that the capital costs projected by the Owner and 
shown in Exhibit 1, are reasonable and should be sufficient to support the Projected Operating Results.   

Bond Offering Debt Service 
The bond offering debt service and the corresponding bond debt service coverage ratio is presented in 
Exhibit 1.  The projected principal and interest payments assumed in the calculation of the bond debt 
service coverage ratio are projected by the Owner.   

Sensitivity Analyses 

Due to uncertainties necessarily inherent in relying on assumptions and projections, it should be anticipated 
that certain circumstances and events may differ from those assumed and described herein and that such 
circumstances may affect the results of our Base Case Projected Operating Results.  In order to 
demonstrate the impact of certain circumstances on the Base Case Projected Operating Results, a number 
of sensitivity analyses were developed.  It should be noted that other examples could have been 
considered, and those presented here are not intended to reflect the full extent of possible impacts on the 
Project.  The sensitivities are not presented in any particular order with regard to the likelihood of any case 
actually occurring.  In addition, no assurance can be given that all relevant sensitivities have been 
presented, that the level of each sensitivity is the appropriate level for testing purposes, or that only one 
(rather than a combination of more than one) of such variations or sensitivities could impact the Project in 
the future. 

These sensitivity analyses present the Projected Operating Results assuming, respectively, that: (a) the 
board production and residual products are reduced by 5 percent; (b) non-fuel related operating costs for 
the Facility is 10 percent higher than that those assumed to be incurred in the Base Case; and (c) the capital 
costs are increased by 15 percent.  The sensitivity analyses results are presented as Exhibits 2 through 4 
to this Report.   

Summary Comparison of Projected Operating Results 
A summary of the projected net operating revenue for the Base Case Projected Operating Results and 
each sensitivity case is presented in Table 40.  A summary of the bond offering debt service coverage ratio 
for the Base Case Projected Operating Results and each sensitivity case is presented in Table 41.   
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Table 40 
Projected Net Operating Revenue (1) 

($000) 

 Base 
Case 

Sensitivity Cases 

Year 
Ending 
Dec 31 

 A 
Reduced 

Board 
Production 

and Residual 
Products 

B 
Increased 
Non-Fuel 
Operating 
Expenses 

C 
Increased 

Capital Costs 

2021 (2) (2,201) (2,270) (2,540) (2,229) 
2022 15,840  13,462  12,476  15,687  
2023 56,816  51,192  50,454  56,503  
2024 60,649  54,657  54,048  60,012  
2025 57,904  51,975  51,173  57,255  
2030 60,903  54,488  53,476  60,186  
2035 64,492  57,534  56,292  63,700  
2040 71,261  63,579  62,215  70,387  
2041 (3) 66,586  59,403  58,130  65,769  

1) Results for individual years shown may be impacted by a variety of factors. 
2) Reflective of December 2021.  
3) Reflective of January 2041 through November 2041. 

 

Table 41 
Bond Offering Debt Service Coverage Ratio (1) (2) 

 Base 
Case 

Sensitivity Cases 

Year 
Ending 
Dec 31 

 A 
Reduced 

Board 
Production 

and Residual 
Products 

B 
Increased 
Non-Fuel 
Operating 
Expenses 

C 
Increased 

Capital Costs 

2021 (3) - - - - 
2022 1.85x 1.57x 1.46x 1.83x 
2023 5.14x 4.63x 4.57x 5.11x 
2024 5.49x 4.95x 4.89x 5.43x 
2025 5.24x 4.70x 4.63x 5.18x 
2030 5.51x 4.93x 4.84x 5.45x 
2035 5.84x 5.21x 5.09x 5.77x 
2040 6.45x 5.75x 5.63x 6.37x 
2041 (4) 6.57x 5.86x 5.74x 6.49x 

1) Results for individual years shown may be impacted by a variety of factors. 
2) Calculated as Net Operating Revenues divided by Total Debt Service.  Values within presented 

as the number of times the Net Operating Revenues cover the Total Debt Service. 
3) Reflective of December 2021.  
4) Reflective of January 2041 through November 2041.   

Principal Considerations and Assumptions  
In the preparation of this Report and the opinions that follow, we have made certain assumptions with 
respect to conditions which may exist or events which may occur in the future.  While we believe these 
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assumptions to be reasonable for the purpose of this Report, they are dependent upon future events, and 
actual conditions may differ from those assumed.  In addition, we have used and relied upon certain 
information provided to us by sources which we believe to be reliable.  While we believe the use of such 
information and assumptions to be reasonable for the purposes of our Report, we offer no other assurances 
with respect thereto and some assumptions may vary significantly due to unanticipated events and 
circumstances.  To the extent that actual future conditions differ from those assumed herein or provided to 
us by others, the actual results will vary from those projected herein.  This Report summarizes our work up 
to the date of the Report; thus, changed conditions occurring or becoming known after such date could 
affect the material presented to the extent of such changes. 

The principal considerations and assumptions made by us in developing the Base Case Projected 
Operating Results and the principal information provided to us by others include the following:  

1. As Independent Engineer, we have made no determination as to the validity and enforceability of any 
contract, agreement, rule, or regulation applicable to the Project and its operations.  However, for 
purposes of this Report, we have assumed that all such contracts, agreements, rules, and regulations 
will be fully enforceable in accordance with their terms and that all parties will comply with the provisions 
of their respective agreements. 

2. The Owner will enter into contracts or agreements to provide for its scope and schedule obligations 
under the various agreements for the Project related to engineering, procurement, and installation of 
the Lumberjack expansion, Windfall, and EWP. 

3. All documents and agreements that were reviewed in draft will be executed in the form provided for our 
review.   

4. The Lumberjack expansion, Windfall, and EWP will be designed and constructed in accordance to the 
technical provisions of the respective contracts, the permit requirements, federal, state and local 
regulations, industry standards and major equipment supplier requirements. 

5. The EPC contractors will undertake generally accepted project management techniques to closely 
monitor construction and will react in a timely fashion to lagging performance such that the Lumberjack 
expansion, Windfall, and EWP will be constructed in accordance with the respective construction 
schedules. 

6. The Operator will operate and maintain the Project in accordance with generally accepted industry 
standards, will make all required renewals and replacements in a timely manner, and will operate the 
equipment in such a manner that is consistent with generally accepted industry standards. 

7. The Operator will employ qualified and competent personnel who will properly operate and maintain 
the Project in accordance with the equipment manufacturers’ recommendations and generally accepted 
engineering practices and will generally operate the Project in a sound and businesslike manner. 

8. Inspections, overhauls, repairs, and modifications are planned for and conducted in accordance with 
manufacturers’ recommendations and with special regard for the need to monitor certain operating 
parameters to identify early signs of potential problems. 

9. No uncontrollable circumstances or changes in environmental regulations will occur which would result 
in the need to increase operating expenses or make additional capital expenditures. 

10. All permits and approvals and permit modifications necessary to operate the Project will be obtained, 
maintained, and renewed, and any changes in required permits and approvals will not require changes 
in design or significant increases in the costs of the Project or reduction in the production of electrical 
power. 

11. The lumber prices will be pursuant to the Lumber Market Consultant’s Report.   

12. The residual product prices will be consistent with historical prices as provided by the Owner.   
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13. General inflation and all inflation-related indices will increase annually at a rate of 2.0 percent. 

14. The operating expenses, including the cost of major maintenance, will be consistent with the estimates 
prepared by the Operator and as described in the Operations and Maintenance section of the report.  

 

Respectfully submitted, 

LEIDOS ENGINEERING, LLC



NewLife Forest Products  
Independent Engineer’s Report 
Page 100  
 

337347_NewLife_IER_FINAL_R9_001_MPG.docx 

EXHIBITS
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Year Ending December 31,

PERFORMANCE
Months of Analysis 
Board Production Sensitivity Multiplier
Ownership Interest

Total Annual Board Feet Processed (MBF) 
Lumberjack
GPR
Windfall

Total Annual Board Feet Processed (MBF) (2)

Annual Board Production, Less Dry & Plane Loss (MBF) 
Lumberjack
GPR
Windfall

Total Annual Board Production, Less Dry & Plane Loss (MBF)

Residual Products 
Total Clean Wood Chips (Tons) (3)
Total Bark (Tons) (4)
Total Bulk Planer Shavings (Tons) (5)
Total Sawdust (Tons) (6)

Value Added Products
Total Engineered Wood Production, Post Trim Losses (MBF) (7)
Total Bags Sold  (8)
Total Biomass (Tons) (9)

COMMODITY PRICES (10)

General Inflation (%) (11)
Lumber (12)
IFP Sales

Lumberjack
Windfall
Additional Lumber

GPR
Residual Products

Lumberjack
Bark
Sawdust
Clean Wood Chips
Planer Shavings
Planer Shavings Bag

GPR
Sawdust
Clean Wood Chips

Windfall
Bark
Sawdust
Clean Wood Chips
Planer Shavings
Planer Shavings Bag

Engineered Wood Products
Equustock - Price per Bag
Biomass - GroWell
Biomass - Equustock

OPERATING REVENUES ($000)
Lumber Sales
IFP Revenue (13)
Total Lumber Sales

Residual Products
Clean Wood Chips Revenue
Bark Revenue
Bulk Planer Shavings Revenue
Sawdust Revenue

 2021 (1)  2022  2023  2024  2025  2026  2027  2028  2029  2030  2031 

1.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0
1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

1,549 34,722 39,123 39,123 39,123 39,123 39,123 39,123 39,123 39,123 39,123
0 0 0 0 0 0 0 0 0 0 0
0 35,077 122,094 122,094 122,094 122,094 122,094 122,094 122,094 122,094 122,094

1,549 69,799 161,217 161,217 161,217 161,217 161,217 161,217 161,217 161,217 161,217

1,549 32,986 37,167 37,167 37,167 37,167 37,167 37,167 37,167 37,167 37,167
0 0 0 0 0 0 0 0 0 0 0
0 33,323 115,989 115,989 115,989 115,989 115,989 115,989 115,989 115,989 115,989

1,549 66,309 153,156 153,156 153,156 153,156 153,156 153,156 153,156 153,156 153,156

1,660 70,433 161,932 161,932 161,932 161,932 161,932 161,932 161,932 161,932 161,932
598 26,774 63,196 63,196 63,196 63,196 63,196 63,196 63,196 63,196 63,196
619 26,524 54,762 49,262 49,262 49,262 49,262 49,262 49,262 49,262 49,262
359 15,356 35,468 35,468 35,468 35,468 35,468 35,468 35,468 35,468 35,468

409 14,940 32,200 33,600 33,600 33,600 33,600 33,600 33,600 33,600 33,600
0 0 464,286 857,143 857,143 857,143 857,143 857,143 857,143 857,143 857,143

962 41,201 95,163 95,163 95,163 95,163 95,163 95,163 95,163 95,163 95,163

2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00

$617 502 534 569 551 508 494 556 595 597 550
$0 487 516 553 544 510 497 548 582 590 553

$650 663 676 690 704 718 732 747 762 777 792

$38 39 40 40 41 42 43 44 45 45 46
$18 18 19 19 19 20 20 21 21 22 22
$24 24 25 25 26 26 27 28 28 29 29
$38 39 40 40 41 42 43 44 45 45 46

$3 3 3 3 3 3 3 3 3 3 3

$18 18 19 19 19 20 20 21 21 22 22
$20 20 21 21 22 22 23 23 23 24 24

$34 35 35 36 37 38 38 39 40 41 41
$17 17 17 18 18 19 19 19 20 20 20
$23 24 24 25 25 26 26 27 27 28 28
$38 39 40 40 41 42 43 44 45 45 46

$3 3 3 3 3 3 3 3 3 3 3
$1,406 1,275 1,327 1,362 1,351 1,301 1,295 1,376 1,433 1,441 1,388

$0 3 3 3 3 3 3 3 3 3 3
$50 51 52 53 54 55 56 57 59 60 61
$38 39 40 40 41 42 43 44 45 45 46

$669 25,649 65,118 69,277 67,979 63,517 61,874 68,461 72,825 73,685 68,817
$669 25,649 65,118 69,277 67,979 63,517 61,874 68,461 72,825 73,685 68,817

$40 1,694 3,937 4,016 4,096 4,178 4,262 4,347 4,434 4,523 4,613
$23 981 2,295 2,341 2,388 2,436 2,484 2,534 2,585 2,636 2,689
$24 1,028 2,165 1,987 2,026 2,067 2,108 2,150 2,193 2,237 2,282

$6 272 631 643 656 669 683 696 710 724 739
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Year Ending December 31,

Residual Products Revenue
Value Added Products

Engineered Wood Revenue (14)
Planer Shavings Bag Line Revenue (15)

Value Added Products Revenue
Biomass Revenue (16)

Total Operating Revenues

OPERATING EXPENSES ($000) (17)  
Production Related O&M

Labor
Delivered Log
Power and Fuel
Fixed Overhead
Parts and Supplies
Bagging Line (Materials and Labor)
Engineered Wood
Global
Biomass

Operating and Maintenance 

Administrative and General
Corporate Personnel Cots  
Corporate Infrastructure Costs

Administrative and General

Capital Expenditures  (18) (19)
Maintenance CapEx
Leased Equipment

Capital Expenditures

Total Operating Expenses 

NET OPERATING REVENUES ($000)

ADDITIONAL CAPITAL EXPENDITURES ($000) (18)
Capital Expenditures

EWP CapEx
Windfall CapEx
Lumberjack CapEx

Total Capital Expenditures

Installation Costs
Windfall 

Equipment Purchased
Equipment Installation
Engineering

Total Windfall Costs
Rail Yard

Rail Construction
Total Rail Yard Costs
Additional Installation Costs

Lumberjack Kiln
Bellemont Facility

Total Additional Installation Costs
Total Installation Costs

Total Additional Capital Expenditures

BOND OFFERING DEBT SERVICE ($000) (20)
Principal
Interest 

Total Debt Service

Bond Debt Service Coverage Ratio

 2021 (1)  2022  2023  2024  2025  2026  2027  2028  2029  2030  2031 

Exhibit 1

NewLife Forest Products
Projected Operating Results

Base Case

$93 3,975 9,028 8,987 9,167 9,350 9,537 9,728 9,922 10,121 10,323

$575 19,043 42,731 45,779 45,396 43,730 43,501 46,226 48,156 48,431 46,644
$0 0 1,285 2,420 2,468 2,517 2,568 2,619 2,671 2,725 2,779

$575 19,043 44,016 48,199 47,864 46,247 46,069 48,845 50,827 51,156 49,423
$42 1,849 4,356 4,443 4,532 4,623 4,715 4,810 4,906 5,004 5,104_______ _______ _______ _______ _______ _______ _______ _______ _______ _______ _______

$1,379 50,516 122,518 130,907 129,542 123,737 122,195 131,844 138,480 139,966 133,668
#REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF!

$689 7,632 11,028 11,430 11,658 11,892 12,129 12,372 12,619 12,872 13,129
$872 11,385 26,359 26,887 27,424 27,973 28,532 29,103 29,685 30,279 30,884
$492 3,145 3,566 3,637 3,710 3,784 3,860 3,937 4,015 4,096 4,178

$89 726 741 755 771 786 802 818 834 851 868
$171 1,812 3,457 3,526 3,597 3,669 3,742 3,817 3,893 3,971 4,050

$0 0 495 800 816 833 849 866 884 901 919
$261 4,349 10,910 11,795 12,031 12,271 12,517 12,767 13,022 13,283 13,548
$140 569 581 592 604 616 628 641 654 667 680
$123 1,790 4,217 4,301 4,387 4,475 4,564 4,656 4,749 4,844 4,941

$2,837 31,408 61,354 63,723 64,998 66,299 67,623 68,977 70,355 71,764 73,197

$337 1,433 1,462 1,491 1,521 1,551 1,582 1,614 1,646 1,679 1,713
$218 815 806 799 789 794 805 817 828 840 850
$555 2,248 2,268 2,290 2,310 2,345 2,387 2,431 2,474 2,519 2,563

$188 1,020 2,081 4,245 4,330 4,416 4,505 4,595 4,687 4,780 4,876
$1,175 6,129 6,998 3,568 2,841 2,782 1,545 144 0 0 0
$1,362 7,149 9,079 7,812 7,170 7,199 6,049 4,739 4,687 4,780 4,876_______ _______ _______ _______ _______ _______ _______ _______ _______ _______ _______

$3,580 $34,676 $65,703 $70,258 $71,638 $73,060 $74,515 $76,003 $77,516 $79,063 $80,636

($2,201) 15,840 56,816 60,649 57,904 50,676 47,681 55,841 60,964 60,903 53,032

$0 1,290 2,278 0 0 0 0 0 0 0 0
$14,920 23,803 12,885 0 0 0 0 0 0 0 0

$1,970 4,580 0 0 0 0 0 0 0 0 0
$16,890 29,673 15,164 0 0 0 0 0 0 0 0

$7,462 8,661 9,691 0 0 0 0 0 0 0 0
$2,242 11,554 0 0 0 0 0 0 0 0 0

$216 324 73 0 0 0 0 0 0 0 0
$9,920 20,539 9,764 0 0 0 0 0 0 0 0

$2,000 2,244 0 0 0 0 0 0 0 0 0
$2,000 2,244 0 0 0 0 0 0 0 0 0

$1,250 0 0 0 0 0 0 0 0 0 0
$18,875 0 0 0 0 0 0 0 0 0 0
$20,125 0 0 0 0 0 0 0 0 0 0
$32,045 22,783 9,764 0 0 0 0 0 0 0 0

$48,935 52,456 24,928 0 0 0 0 0 0 0 0

$0 0 2,795 3,005 3,230 3,475 3,735 4,015 4,315 4,640 4,990
$0 8,574 8,253 8,044 7,818 7,576 7,316 7,035 6,734 6,411 6,063
$0 8,574 11,048 11,049 11,048 11,051 11,051 11,050 11,049 11,051 11,053

- 1.85x 5.14x 5.49x 5.24x 4.59x 4.31x 5.05x 5.52x 5.51x 4.80x
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Year Ending December 31,

PERFORMANCE
Months of Analysis 
Board Production Sensitivity Multiplier
Ownership Interest

Total Annual Board Feet Processed (MBF) 
Lumberjack
GPR
Windfall

Total Annual Board Feet Processed (MBF) (2)

Annual Board Production, Less Dry & Plane Loss (MBF) 
Lumberjack
GPR
Windfall

Total Annual Board Production, Less Dry & Plane Loss (MBF)

Residual Products 
Total Clean Wood Chips (Tons) (3)
Total Bark (Tons) (4)
Total Bulk Planer Shavings (Tons) (5)
Total Sawdust (Tons) (6)

Value Added Products
Total Engineered Wood Production, Post Trim Losses (MBF) (7)
Total Bags Sold  (8)
Total Biomass (Tons) (9)

COMMODITY PRICES (10)

General Inflation (%) (11)
Lumber (12)
IFP Sales

Lumberjack
Windfall
Additional Lumber

GPR
Residual Products

Lumberjack
Bark
Sawdust
Clean Wood Chips
Planer Shavings
Planer Shavings Bag

GPR
Sawdust
Clean Wood Chips

Windfall
Bark
Sawdust
Clean Wood Chips
Planer Shavings
Planer Shavings Bag

Engineered Wood Products
Equustock - Price per Bag
Biomass - GroWell
Biomass - Equustock

OPERATING REVENUES ($000)
Lumber Sales
IFP Revenue (13)
Total Lumber Sales

Residual Products
Clean Wood Chips Revenue
Bark Revenue
Bulk Planer Shavings Revenue
Sawdust Revenue

 2032  2033  2034  2035  2036  2037  2038  2039  2040  2041 (1) 

12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 11.0
1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

39,123 39,123 39,123 39,123 39,123 39,123 39,123 39,123 39,123 35,863
0 0 0 0 0 0 0 0 0 0

122,094 122,094 122,094 122,094 122,094 122,094 122,094 122,094 122,094 111,920
161,217 161,217 161,217 161,217 161,217 161,217 161,217 161,217 161,217 147,782

37,167 37,167 37,167 37,167 37,167 37,167 37,167 37,167 37,167 34,070
0 0 0 0 0 0 0 0 0 0

115,989 115,989 115,989 115,989 115,989 115,989 115,989 115,989 115,989 106,324
153,156 153,156 153,156 153,156 153,156 153,156 153,156 153,156 153,156 140,393

161,932 161,932 161,932 161,932 161,932 161,932 161,932 161,932 161,932 148,438
63,196 63,196 63,196 63,196 63,196 63,196 63,196 63,196 63,196 57,929
49,262 49,262 49,262 49,262 49,262 49,262 49,262 49,262 49,262 44,157
35,468 35,468 35,468 35,468 35,468 35,468 35,468 35,468 35,468 32,512

33,600 33,600 33,600 33,600 33,600 33,600 33,600 33,600 33,600 30,800
857,143 857,143 857,143 857,143 857,143 857,143 857,143 857,143 857,143 785,714
95,163 95,163 95,163 95,163 95,163 95,163 95,163 95,163 95,163 87,233

2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00

$530 580 614 652 665 679 692 706 720 735
$537 577 606 637 650 663 676 690 703 718

$808 824 841 858 875 892 910 928 947 966

$47 48 49 50 51 52 53 54 55 56
$22 23 23 24 24 25 25 26 26 27
$30 30 31 32 32 33 34 34 35 36
$47 48 49 50 51 52 53 54 55 56

$3 3 3 4 4 4 4 4 4 4

$22 23 23 24 24 25 25 26 26 27
$25 25 26 26 27 27 28 29 29 30

$42 43 44 45 46 47 48 49 50 51
$21 21 22 22 23 23 24 24 24 25
$29 29 30 31 31 32 32 33 34 34
$47 48 49 50 51 52 53 54 55 56

$3 3 3 4 4 4 4 4 4 4
$1,370 1,440 1,497 1,555 1,586 1,618 1,650 1,683 1,717 1,751

$3 3 3 4 4 4 4 4 4 4
$62 63 65 66 67 69 70 71 73 74
$47 48 49 50 51 52 53 54 55 56

$66,703 72,006 75,679 79,793 81,388 83,016 84,677 86,370 88,097 82,371
$66,703 72,006 75,679 79,793 81,388 83,016 84,677 86,370 88,097 82,371

$4,705 4,799 4,895 4,993 5,093 5,195 5,299 5,405 5,513 5,155
$2,743 2,798 2,854 2,911 2,969 3,029 3,089 3,151 3,214 3,005
$2,328 2,374 2,422 2,470 2,519 2,570 2,621 2,674 2,727 2,493

$754 769 784 800 816 832 849 866 883 826
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Year Ending December 31,

Residual Products Revenue
Value Added Products

Engineered Wood Revenue (14)
Planer Shavings Bag Line Revenue (15)

Value Added Products Revenue
Biomass Revenue (16)

Total Operating Revenues

OPERATING EXPENSES ($000) (17)  
Production Related O&M

Labor
Delivered Log
Power and Fuel
Fixed Overhead
Parts and Supplies
Bagging Line (Materials and Labor)
Engineered Wood
Global
Biomass

Operating and Maintenance 

Administrative and General
Corporate Personnel Cots  
Corporate Infrastructure Costs

Administrative and General

Capital Expenditures  (18) (19)
Maintenance CapEx
Leased Equipment

Capital Expenditures

Total Operating Expenses 

NET OPERATING REVENUES ($000)

ADDITIONAL CAPITAL EXPENDITURES ($000) (18)
Capital Expenditures

EWP CapEx
Windfall CapEx
Lumberjack CapEx

Total Capital Expenditures

Installation Costs
Windfall 

Equipment Purchased
Equipment Installation
Engineering

Total Windfall Costs
Rail Yard

Rail Construction
Total Rail Yard Costs
Additional Installation Costs

Lumberjack Kiln
Bellemont Facility

Total Additional Installation Costs
Total Installation Costs

Total Additional Capital Expenditures

BOND OFFERING DEBT SERVICE ($000) (20)
Principal
Interest 

Total Debt Service

Bond Debt Service Coverage Ratio

 2032  2033  2034  2035  2036  2037  2038  2039  2040  2041 (1) 

Exhibit 1

NewLife Forest Products
Projected Operating Results

Base Case

$10,530 10,740 10,955 11,174 11,398 11,626 11,858 12,095 12,337 11,479

$46,045 48,382 50,303 52,244 53,289 54,354 55,442 56,550 57,681 53,932
$2,835 2,892 2,949 3,008 3,069 3,130 3,193 3,256 3,322 3,106

$48,880 51,274 53,253 55,252 56,357 57,484 58,634 59,807 61,003 57,038
$5,206 5,310 5,417 5,525 5,635 5,748 5,863 5,980 6,100 5,703_______ _______ _______ _______ _______ _______ _______ _______ _______ _______

$131,319 139,330 145,303 151,744 154,779 157,874 161,032 164,252 167,537 156,591
#REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF!

1.02

$13,392 13,660 13,933 14,211 14,496 14,786 15,081 15,383 15,691 14,671
$31,502 32,132 32,775 33,430 34,099 34,781 35,476 36,186 36,909 34,510

$4,261 4,346 4,433 4,522 4,612 4,705 4,799 4,895 4,993 4,668
$885 903 921 939 958 977 997 1,017 1,037 970

$4,131 4,214 4,298 4,384 4,472 4,562 4,653 4,746 4,841 4,526
$938 957 976 995 1,015 1,035 1,056 1,077 1,099 1,027

$13,819 14,096 14,378 14,665 14,959 15,258 15,563 15,874 16,192 15,139
$694 708 722 736 751 766 781 797 813 760

$5,039 5,140 5,243 5,348 5,455 5,564 5,675 5,789 5,904 5,521
$74,661 76,156 77,679 79,230 80,817 82,434 84,081 85,764 87,479 81,792

$1,747 1,782 1,818 1,854 1,891 1,929 1,967 2,007 2,047 1,914
$861 871 881 890 898 906 913 918 923 850

$2,608 2,653 2,699 2,744 2,789 2,835 2,880 2,925 2,970 2,764

4,973 5,073 5,174 5,278 5,383 5,491 5,601 5,713 5,827 5,448
0 0 0 0 0 0 0 0 0 0

$4,973 5,073 5,174 5,278 5,383 5,491 5,601 5,713 5,827 5,448_______ _______ _______ _______ _______ _______ _______ _______ _______ _______

$82,242 $83,882 $85,552 $87,252 $88,989 $90,760 $92,562 $94,402 $96,276 $90,004

$49,077 55,448 59,751 64,492 65,789 67,114 68,470 69,850 71,261 66,586

$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0

$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0

$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0

$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0

$0 0 0 0 0 0 0 0 0 0

$5,360 5,765 6,195 6,660 7,160 7,695 8,275 8,895 9,560 9,423
$5,688 5,286 4,854 4,389 3,890 3,353 2,776 2,155 1,488 707

$11,048 11,051 11,049 11,049 11,050 11,048 11,051 11,050 11,048 10,130

4.44x 5.02x 5.41x 5.84x 5.95x 6.07x 6.20x 6.32x 6.45x 6.57x
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Footnotes to Exhibit 1 
1) The first year of the model reflects October 1, 2021 through December 31, 2021.  The last year of the model reflects 

January 1, 2041 through September 30, 2041. 
2) Calculated by multiplying the total number of annual shifts by annual board production per shift. 
3) Assumes a ton per MBF of lumber value of 1.02 for the Lumberjack mill, 1.75 for GPR, and 1.00 for Windfall, all as reported by 

the Owner. 
4) Assumes a ton per MBF of lumber value of 0.37 for Lumberjack and 0.40 for Windfall, as reported by the Owner. 
5) Assumes a ton per MBF of lumber value of 0.38 for Lumberjack and Windfall, as reported by the Owner. Takes into account the 

maximum demand of planar shavings from Windfall. 
6) Assumes a ton per MBF or lumber value of 0.22 for Lumberjack and Windfall, and 0.76 for GPR, as reported by the Owner.  

Takes into account an excess annual Windfall production amount, as reported by the Owner.  The additional Windfall production 
amount is subtracted from the total amount produced and is lost revenue. 

7) Accounts for actual percent of lumber eligible for processing, as reported by Owner.  The Total Engineered Wood Production 
also accounts for the maximum engineer wood product demand as reported by the Owner.   

8) As reported by the Owner. 
9) Total biomass available for processing is reported by the Owner. 
10) Prices are reported by the Owner. 
11) General inflation and all inflation related indices will increase at an average annual rate of 2 percent. This is equal to the difference 

in the yield during the most recent quarter between 30-year U.S. Treasury Bonds and 30-year U.S. TIPS.  The principal of a TIPS 
increases with inflation and decreases with deflation, as measured by the Consumer Price Index.  The difference in yields 
between the two types of bonds therefore represents a market-based estimate of expected inflation. 

12) Price of lumber is inclusive of a 5 percent IFP discount and reconciliation fee.  While the model assumes a 5 percent fee, the 
actual fee is to fluctuate year over year based on the volume of lumber sold.  In addition, the lumber prices reflected in years 
2021 through 2035 are as projected by the Owner’s Lumber Market Consultant and already account for the Lumber Market 
Consultant’s assumed inflation rate in these years.  The assumed 2 percent inflation rate on lumber costs begins in year 2036 
and continues through the life of the model for lumber prices.   

13) Revenue is derived by multiplying the IFP purchase price, which accounts for any IFP discounts and reconciliations, by the total 
amount of lumber available for processing from Lumberjack and Windfall.  

14) Includes revenues from processing wood from Lumberjack and Windfall in addition to processed wood from additional purchased 
wood.   The additional purchased wood quantity is reported by the Owner.   

15) Revenues from the anticipated Equustock bagging line. 
16) Revenues are earned by selling biomass to GroWell and Equustock.   
17) All non-fuel related operating expenses estimated in 2021 dollars, assumed to increase at the general rate of inflation, except as 

described otherwise herein this Report. 
18) Capital costs are projected by the Owner. 
19) Maintenance and Leased Equipment capital expenditures are not included in the calculation of the net operating revenues, and 

as such, are not included in the calculation of the debt service coverage ratio.   
20) Principal and interest values utilized to calculate the Total Debt Service are provided by the Owner.   
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Year Ending December 31,

PERFORMANCE
Months of Analysis 
Board Production Sensitivity Multiplier
Ownership Interest

Total Annual Board Feet Processed (MBF) 
Lumberjack
GPR
Windfall

Total Annual Board Feet Processed (MBF) (2)

Annual Board Production, Less Dry & Plane Loss (MBF) 
Lumberjack
GPR
Windfall

Total Annual Board Production, Less Dry & Plane Loss (MBF)

Residual Products 
Total Clean Wood Chips (Tons) (3)
Total Bark (Tons) (4)
Total Bulk Planer Shavings (Tons) (5)
Total Sawdust (Tons) (6)

Value Added Products
Total Engineered Wood Production, Post Trim Losses (MBF) (7)
Total Bags Sold  (8)
Total Biomass (Tons) (9)

COMMODITY PRICES (10)

General Inflation (%) (11)
Lumber (12)
IFP Sales

Lumberjack
Windfall
Additional Lumber

GPR
Residual Products

Lumberjack
Bark
Sawdust
Clean Wood Chips
Planer Shavings
Planer Shavings Bag

GPR
Sawdust
Clean Wood Chips

Windfall
Bark
Sawdust
Clean Wood Chips
Planer Shavings
Planer Shavings Bag

Engineered Wood Products
Equustock - Price per Bag
Biomass - GroWell
Biomass - Equustock

OPERATING REVENUES ($000)
Lumber Sales
IFP Revenue (13)
Total Lumber Sales

Residual Products
Clean Wood Chips Revenue
Bark Revenue
Bulk Planer Shavings Revenue
Sawdust Revenue

 2021 (1)  2022  2023  2024  2025  2026  2027  2028  2029  2030  2031 

1.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0
0.95 0.95 0.95 0.95 0.95 0.95 0.95 0.95 0.95 0.95 0.95

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

1,471 32,986 37,167 37,167 37,167 37,167 37,167 37,167 37,167 37,167 37,167
0 0 0 0 0 0 0 0 0 0 0
0 33,323 115,989 115,989 115,989 115,989 115,989 115,989 115,989 115,989 115,989

1,471 66,309 153,156 153,156 153,156 153,156 153,156 153,156 153,156 153,156 153,156

1,471 31,336 35,309 35,309 35,309 35,309 35,309 35,309 35,309 35,309 35,309
0 0 0 0 0 0 0 0 0 0 0
0 31,657 110,190 110,190 110,190 110,190 110,190 110,190 110,190 110,190 110,190

1,471 62,993 145,498 145,498 145,498 145,498 145,498 145,498 145,498 145,498 145,498

1,577 66,912 153,835 153,835 153,835 153,835 153,835 153,835 153,835 153,835 153,835
568 25,435 60,036 60,036 60,036 60,036 60,036 60,036 60,036 60,036 60,036
588 25,197 51,699 46,199 46,199 46,199 46,199 46,199 46,199 46,199 46,199
341 14,588 33,694 33,694 33,694 33,694 33,694 33,694 33,694 33,694 33,694

388 14,309 30,979 32,344 32,344 32,344 32,344 32,344 32,344 32,344 32,344
0 0 441,071 814,286 814,286 814,286 814,286 814,286 814,286 814,286 814,286

914 39,141 90,405 90,405 90,405 90,405 90,405 90,405 90,405 90,405 90,405

2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00

$617 502 534 569 551 508 494 556 595 597 550
$0 487 516 553 544 510 497 548 582 590 553

$650 663 676 690 704 718 732 747 762 777 792

$38 39 40 40 41 42 43 44 45 45 46
$18 18 19 19 19 20 20 21 21 22 22
$24 24 25 25 26 26 27 28 28 29 29
$38 39 40 40 41 42 43 44 45 45 46

$3 3 3 3 3 3 3 3 3 3 3

$18 18 19 19 19 20 20 21 21 22 22
$20 20 21 21 22 22 23 23 23 24 24

$34 35 35 36 37 38 38 39 40 41 41
$17 17 17 18 18 19 19 19 20 20 20
$23 24 24 25 25 26 26 27 27 28 28
$38 39 40 40 41 42 43 44 45 45 46

$3 3 3 3 3 3 3 3 3 3 3
$1,406 1,275 1,327 1,362 1,351 1,301 1,295 1,376 1,433 1,441 1,388

$0 3 3 3 3 3 3 3 3 3 3
$50 51 52 53 54 55 56 57 59 60 61
$38 39 40 40 41 42 43 44 45 45 46

$636 24,367 61,862 65,814 64,580 60,341 58,780 65,038 69,183 70,001 65,377
$636 24,367 61,862 65,814 64,580 60,341 58,780 65,038 69,183 70,001 65,377

$38 1,610 3,740 3,815 3,891 3,969 4,049 4,130 4,212 4,296 4,382
$22 931 2,180 2,224 2,269 2,314 2,360 2,407 2,456 2,505 2,555
$22 977 2,044 1,863 1,900 1,938 1,977 2,017 2,057 2,098 2,140

$6 259 599 611 623 636 649 662 675 688 702

Exhibit 2
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Year Ending December 31,

Residual Products Revenue
Value Added Products

Engineered Wood Revenue (14)
Planer Shavings Bag Line Revenue (15)

Value Added Products Revenue
Biomass Revenue (16)

Total Operating Revenues

OPERATING EXPENSES ($000) (17)  
Production Related O&M

Labor
Delivered Log
Power and Fuel
Fixed Overhead
Parts and Supplies
Bagging Line (Materials and Labor)
Engineered Wood
Global
Biomass

Operating and Maintenance 

Administrative and General
Corporate Personnel Cots  
Corporate Infrastructure Costs

Administrative and General

Capital Expenditures  (18) (19)
Maintenance CapEx
Leased Equipment

Capital Expenditures

Total Operating Expenses 

NET OPERATING REVENUES ($000)

ADDITIONAL CAPITAL EXPENDITURES ($000) (18)
Capital Expenditures

EWP CapEx
Windfall CapEx
Lumberjack CapEx

Total Capital Expenditures

Installation Costs
Windfall 

Equipment Purchased
Equipment Installation
Engineering

Total Windfall Costs
Rail Yard

Rail Construction
Total Rail Yard Costs
Additional Installation Costs

Lumberjack Kiln
Bellemont Facility

Total Additional Installation Costs
Total Installation Costs

Total Additional Capital Expenditures

BOND OFFERING DEBT SERVICE ($000) (20)
Principal
Interest 

Total Debt Service

Bond Debt Service Coverage Ratio

 2021 (1)  2022  2023  2024  2025  2026  2027  2028  2029  2030  2031 

Exhibit 2

NewLife Forest Products
Projected Operating Results

Sensitivity A - Reduced Board and Residual Production

$88 3,777 8,564 8,513 8,684 8,857 9,035 9,215 9,399 9,587 9,779

$546 18,238 41,110 44,068 43,699 42,095 41,875 44,498 46,355 46,621 44,900
$0 0 1,221 2,299 2,345 2,391 2,439 2,488 2,538 2,589 2,640

$546 18,238 42,331 46,366 46,043 44,486 44,314 46,986 48,893 49,209 47,541
$40 1,757 4,139 4,221 4,306 4,392 4,480 4,569 4,661 4,754 4,849_______ _______ _______ _______ _______ _______ _______ _______ _______ _______ _______

$1,310 48,138 116,895 124,915 123,613 118,076 116,609 125,808 132,137 133,552 127,545
#REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF!

$689 7,632 11,028 11,430 11,658 11,892 12,129 12,372 12,619 12,872 13,129
$872 11,385 26,359 26,887 27,424 27,973 28,532 29,103 29,685 30,279 30,884
$492 3,145 3,566 3,637 3,710 3,784 3,860 3,937 4,015 4,096 4,178

$89 726 741 755 771 786 802 818 834 851 868
$171 1,812 3,457 3,526 3,597 3,669 3,742 3,817 3,893 3,971 4,050

$0 0 495 800 816 833 849 866 884 901 919
$261 4,349 10,910 11,795 12,031 12,271 12,517 12,767 13,022 13,283 13,548
$140 569 581 592 604 616 628 641 654 667 680
$123 1,790 4,217 4,301 4,387 4,475 4,564 4,656 4,749 4,844 4,941

$2,837 31,408 61,354 63,723 64,998 66,299 67,623 68,977 70,355 71,764 73,197

$337 1,433 1,462 1,491 1,521 1,551 1,582 1,614 1,646 1,679 1,713
$218 815 806 799 789 794 805 817 828 840 850
$555 2,248 2,268 2,290 2,310 2,345 2,387 2,431 2,474 2,519 2,563

$188 1,020 2,081 4,245 4,330 4,416 4,505 4,595 4,687 4,780 4,876
$1,175 6,129 6,998 3,568 2,841 2,782 1,545 144 0 0 0
$1,362 7,149 9,079 7,812 7,170 7,199 6,049 4,739 4,687 4,780 4,876_______ _______ _______ _______ _______ _______ _______ _______ _______ _______ _______

$3,580 $34,676 $65,703 $70,258 $71,638 $73,060 $74,515 $76,003 $77,516 $79,063 $80,636

($2,270) 13,462 51,192 54,657 51,975 45,016 42,094 49,806 54,621 54,488 46,909

$0 1,290 2,278 0 0 0 0 0 0 0 0
$14,920 23,803 12,885 0 0 0 0 0 0 0 0

$1,970 4,580 0 0 0 0 0 0 0 0 0
$16,890 29,673 15,164 0 0 0 0 0 0 0 0

$7,462 8,661 9,691 0 0 0 0 0 0 0 0
$2,242 11,554 0 0 0 0 0 0 0 0 0

$216 324 73 0 0 0 0 0 0 0 0
$9,920 20,539 9,764 0 0 0 0 0 0 0 0

$2,000 2,244 0 0 0 0 0 0 0 0 0
$2,000 2,244 0 0 0 0 0 0 0 0 0

$1,250 0 0 0 0 0 0 0 0 0 0
$18,875 0 0 0 0 0 0 0 0 0 0
$20,125 0 0 0 0 0 0 0 0 0 0
$32,045 22,783 9,764 0 0 0 0 0 0 0 0

$48,935 52,456 24,928 0 0 0 0 0 0 0 0

$0 0 2,795 3,005 3,230 3,475 3,735 4,015 4,315 4,640 4,990
$0 8,574 8,253 8,044 7,818 7,576 7,316 7,035 6,734 6,411 6,063
$0 8,574 11,048 11,049 11,048 11,051 11,051 11,050 11,049 11,051 11,053

- 1.57x 4.63x 4.95x 4.70x 4.07x 3.81x 4.51x 4.94x 4.93x 4.24x
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Year Ending December 31,

PERFORMANCE
Months of Analysis 
Board Production Sensitivity Multiplier
Ownership Interest

Total Annual Board Feet Processed (MBF) 
Lumberjack
GPR
Windfall

Total Annual Board Feet Processed (MBF) (2)

Annual Board Production, Less Dry & Plane Loss (MBF) 
Lumberjack
GPR
Windfall

Total Annual Board Production, Less Dry & Plane Loss (MBF)

Residual Products 
Total Clean Wood Chips (Tons) (3)
Total Bark (Tons) (4)
Total Bulk Planer Shavings (Tons) (5)
Total Sawdust (Tons) (6)

Value Added Products
Total Engineered Wood Production, Post Trim Losses (MBF) (7)
Total Bags Sold  (8)
Total Biomass (Tons) (9)

COMMODITY PRICES (10)

General Inflation (%) (11)
Lumber (12)
IFP Sales

Lumberjack
Windfall
Additional Lumber

GPR
Residual Products

Lumberjack
Bark
Sawdust
Clean Wood Chips
Planer Shavings
Planer Shavings Bag

GPR
Sawdust
Clean Wood Chips

Windfall
Bark
Sawdust
Clean Wood Chips
Planer Shavings
Planer Shavings Bag

Engineered Wood Products
Equustock - Price per Bag
Biomass - GroWell
Biomass - Equustock

OPERATING REVENUES ($000)
Lumber Sales
IFP Revenue (13)
Total Lumber Sales

Residual Products
Clean Wood Chips Revenue
Bark Revenue
Bulk Planer Shavings Revenue
Sawdust Revenue

 2032  2033  2034  2035  2036  2037  2038  2039  2040  2041 (1) 

12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 11.0
0.95 0.95 0.95 0.95 0.95 0.95 0.95 0.95 0.95 0.95

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

37,167 37,167 37,167 37,167 37,167 37,167 37,167 37,167 37,167 34,070
0 0 0 0 0 0 0 0 0 0

115,989 115,989 115,989 115,989 115,989 115,989 115,989 115,989 115,989 106,324
153,156 153,156 153,156 153,156 153,156 153,156 153,156 153,156 153,156 140,393

35,309 35,309 35,309 35,309 35,309 35,309 35,309 35,309 35,309 32,366
0 0 0 0 0 0 0 0 0 0

110,190 110,190 110,190 110,190 110,190 110,190 110,190 110,190 110,190 101,007
145,498 145,498 145,498 145,498 145,498 145,498 145,498 145,498 145,498 133,373

153,835 153,835 153,835 153,835 153,835 153,835 153,835 153,835 153,835 141,016
60,036 60,036 60,036 60,036 60,036 60,036 60,036 60,036 60,036 55,033
46,199 46,199 46,199 46,199 46,199 46,199 46,199 46,199 46,199 41,349
33,694 33,694 33,694 33,694 33,694 33,694 33,694 33,694 33,694 30,886

32,344 32,344 32,344 32,344 32,344 32,344 32,344 32,344 32,344 29,649
814,286 814,286 814,286 814,286 814,286 814,286 814,286 814,286 814,286 746,429
90,405 90,405 90,405 90,405 90,405 90,405 90,405 90,405 90,405 82,871

2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00

$530 580 614 652 665 679 692 706 720 735
$537 577 606 637 650 663 676 690 703 718

$808 824 841 858 875 892 910 928 947 966

$47 48 49 50 51 52 53 54 55 56
$22 23 23 24 24 25 25 26 26 27
$30 30 31 32 32 33 34 34 35 36
$47 48 49 50 51 52 53 54 55 56

$3 3 3 4 4 4 4 4 4 4

$22 23 23 24 24 25 25 26 26 27
$25 25 26 26 27 27 28 29 29 30

$42 43 44 45 46 47 48 49 50 51
$21 21 22 22 23 23 24 24 24 25
$29 29 30 31 31 32 32 33 34 34
$47 48 49 50 51 52 53 54 55 56

$3 3 3 4 4 4 4 4 4 4
$1,370 1,440 1,497 1,555 1,586 1,618 1,650 1,683 1,717 1,751

$3 3 3 4 4 4 4 4 4 4
$62 63 65 66 67 69 70 71 73 74
$47 48 49 50 51 52 53 54 55 56

$63,368 68,405 71,895 75,803 77,319 78,865 80,443 82,052 83,693 78,253
$63,368 68,405 71,895 75,803 77,319 78,865 80,443 82,052 83,693 78,253

$4,470 4,559 4,651 4,744 4,839 4,935 5,034 5,135 5,237 4,897
$2,606 2,658 2,711 2,765 2,821 2,877 2,935 2,993 3,053 2,855
$2,183 2,226 2,271 2,316 2,363 2,410 2,458 2,507 2,558 2,335

$716 730 745 760 775 791 806 823 839 784
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Year Ending December 31,

Residual Products Revenue
Value Added Products

Engineered Wood Revenue (14)
Planer Shavings Bag Line Revenue (15)

Value Added Products Revenue
Biomass Revenue (16)

Total Operating Revenues

OPERATING EXPENSES ($000) (17)  
Production Related O&M

Labor
Delivered Log
Power and Fuel
Fixed Overhead
Parts and Supplies
Bagging Line (Materials and Labor)
Engineered Wood
Global
Biomass

Operating and Maintenance 

Administrative and General
Corporate Personnel Cots  
Corporate Infrastructure Costs

Administrative and General

Capital Expenditures  (18) (19)
Maintenance CapEx
Leased Equipment

Capital Expenditures

Total Operating Expenses 

NET OPERATING REVENUES ($000)

ADDITIONAL CAPITAL EXPENDITURES ($000) (18)
Capital Expenditures

EWP CapEx
Windfall CapEx
Lumberjack CapEx

Total Capital Expenditures

Installation Costs
Windfall 

Equipment Purchased
Equipment Installation
Engineering

Total Windfall Costs
Rail Yard

Rail Construction
Total Rail Yard Costs
Additional Installation Costs

Lumberjack Kiln
Bellemont Facility

Total Additional Installation Costs
Total Installation Costs

Total Additional Capital Expenditures

BOND OFFERING DEBT SERVICE ($000) (20)
Principal
Interest 

Total Debt Service

Bond Debt Service Coverage Ratio

 2032  2033  2034  2035  2036  2037  2038  2039  2040  2041 (1) 

Exhibit 2
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$9,975 10,174 10,378 10,585 10,797 11,013 11,233 11,458 11,687 10,871

$44,324 46,573 48,423 50,291 51,296 52,322 53,369 54,436 55,525 51,916
$2,693 2,747 2,802 2,858 2,915 2,973 3,033 3,094 3,155 2,950

$47,017 49,320 51,224 53,149 54,212 55,296 56,402 57,530 58,680 54,866
$4,946 5,045 5,146 5,249 5,354 5,461 5,570 5,681 5,795 5,418_______ _______ _______ _______ _______ _______ _______ _______ _______ _______

$125,306 132,945 138,643 144,785 147,681 150,635 153,648 156,720 159,855 149,408
#REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF!

1.02

$13,392 13,660 13,933 14,211 14,496 14,786 15,081 15,383 15,691 14,671
$31,502 32,132 32,775 33,430 34,099 34,781 35,476 36,186 36,909 34,510

$4,261 4,346 4,433 4,522 4,612 4,705 4,799 4,895 4,993 4,668
$885 903 921 939 958 977 997 1,017 1,037 970

$4,131 4,214 4,298 4,384 4,472 4,562 4,653 4,746 4,841 4,526
$938 957 976 995 1,015 1,035 1,056 1,077 1,099 1,027

$13,819 14,096 14,378 14,665 14,959 15,258 15,563 15,874 16,192 15,139
$694 708 722 736 751 766 781 797 813 760

$5,039 5,140 5,243 5,348 5,455 5,564 5,675 5,789 5,904 5,521
$74,661 76,156 77,679 79,230 80,817 82,434 84,081 85,764 87,479 81,792

$1,747 1,782 1,818 1,854 1,891 1,929 1,967 2,007 2,047 1,914
$861 871 881 890 898 906 913 918 923 850

$2,608 2,653 2,699 2,744 2,789 2,835 2,880 2,925 2,970 2,764

4,973 5,073 5,174 5,278 5,383 5,491 5,601 5,713 5,827 5,448
0 0 0 0 0 0 0 0 0 0

$4,973 5,073 5,174 5,278 5,383 5,491 5,601 5,713 5,827 5,448_______ _______ _______ _______ _______ _______ _______ _______ _______ _______

$82,242 $83,882 $85,552 $87,252 $88,989 $90,760 $92,562 $94,402 $96,276 $90,004

$43,063 49,063 53,091 57,534 58,692 59,875 61,086 62,318 63,579 59,403

$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0

$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0

$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0

$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0

$0 0 0 0 0 0 0 0 0 0

$5,360 5,765 6,195 6,660 7,160 7,695 8,275 8,895 9,560 9,423
$5,688 5,286 4,854 4,389 3,890 3,353 2,776 2,155 1,488 707

$11,048 11,051 11,049 11,049 11,050 11,048 11,051 11,050 11,048 10,130

3.90x 4.44x 4.81x 5.21x 5.31x 5.42x 5.53x 5.64x 5.75x 5.86x
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Footnotes to Exhibit 2 

The footnotes to Exhibit 2 are the same as the footnotes to Exhibit 1, except: 

2) Lumber production is reduced by 5 percent, which reduces the residual products available for sale. 
8) Total bags sold is reduced by 5 percent. 
9) Total biomass sold is reduced by 5 percent.   
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Year Ending December 31,

PERFORMANCE
Months of Analysis 
Board Production Sensitivity Multiplier
Ownership Interest

Total Annual Board Feet Processed (MBF) 
Lumberjack
GPR
Windfall

Total Annual Board Feet Processed (MBF) (2)

Annual Board Production, Less Dry & Plane Loss (MBF) 
Lumberjack
GPR
Windfall

Total Annual Board Production, Less Dry & Plane Loss (MBF)

Residual Products 
Total Clean Wood Chips (Tons) (3)
Total Bark (Tons) (4)
Total Bulk Planer Shavings (Tons) (5)
Total Sawdust (Tons) (6)

Value Added Products
Total Engineered Wood Production, Post Trim Losses (MBF) (7)
Total Bags Sold  (8)
Total Biomass (Tons) (9)

COMMODITY PRICES (10)

General Inflation (%) (11)
Lumber (12)
IFP Sales

Lumberjack
Windfall
Additional Lumber

GPR
Residual Products

Lumberjack
Bark
Sawdust
Clean Wood Chips
Planer Shavings
Planer Shavings Bag

GPR
Sawdust
Clean Wood Chips

Windfall
Bark
Sawdust
Clean Wood Chips
Planer Shavings
Planer Shavings Bag

Engineered Wood Products
Equustock - Price per Bag
Biomass - GroWell
Biomass - Equustock

OPERATING REVENUES ($000)
Lumber Sales
IFP Revenue (13)
Total Lumber Sales

Residual Products
Clean Wood Chips Revenue
Bark Revenue
Bulk Planer Shavings Revenue
Sawdust Revenue

 2021 (1)  2022  2023  2024  2025  2026  2027  2028  2029  2030  2031 

1.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0
1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

1,549 34,722 39,123 39,123 39,123 39,123 39,123 39,123 39,123 39,123 39,123
0 0 0 0 0 0 0 0 0 0 0
0 35,077 122,094 122,094 122,094 122,094 122,094 122,094 122,094 122,094 122,094

1,549 69,799 161,217 161,217 161,217 161,217 161,217 161,217 161,217 161,217 161,217

1,549 32,986 37,167 37,167 37,167 37,167 37,167 37,167 37,167 37,167 37,167
0 0 0 0 0 0 0 0 0 0 0
0 33,323 115,989 115,989 115,989 115,989 115,989 115,989 115,989 115,989 115,989

1,549 66,309 153,156 153,156 153,156 153,156 153,156 153,156 153,156 153,156 153,156

1,660 70,433 161,932 161,932 161,932 161,932 161,932 161,932 161,932 161,932 161,932
598 26,774 63,196 63,196 63,196 63,196 63,196 63,196 63,196 63,196 63,196
619 26,524 54,762 49,262 49,262 49,262 49,262 49,262 49,262 49,262 49,262
359 15,356 35,468 35,468 35,468 35,468 35,468 35,468 35,468 35,468 35,468

409 14,940 32,200 33,600 33,600 33,600 33,600 33,600 33,600 33,600 33,600
0 0 464,286 857,143 857,143 857,143 857,143 857,143 857,143 857,143 857,143

962 41,201 95,163 95,163 95,163 95,163 95,163 95,163 95,163 95,163 95,163

2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00

$617 502 534 569 551 508 494 556 595 597 550
$0 487 516 553 544 510 497 548 582 590 553

$650 663 676 690 704 718 732 747 762 777 792

$38 39 40 40 41 42 43 44 45 45 46
$18 18 19 19 19 20 20 21 21 22 22
$24 24 25 25 26 26 27 28 28 29 29
$38 39 40 40 41 42 43 44 45 45 46

$3 3 3 3 3 3 3 3 3 3 3

$18 18 19 19 19 20 20 21 21 22 22
$20 20 21 21 22 22 23 23 23 24 24

$34 35 35 36 37 38 38 39 40 41 41
$17 17 17 18 18 19 19 19 20 20 20
$23 24 24 25 25 26 26 27 27 28 28
$38 39 40 40 41 42 43 44 45 45 46

$3 3 3 3 3 3 3 3 3 3 3
$1,406 1,275 1,327 1,362 1,351 1,301 1,295 1,376 1,433 1,441 1,388

$0 3 3 3 3 3 3 3 3 3 3
$50 51 52 53 54 55 56 57 59 60 61
$38 39 40 40 41 42 43 44 45 45 46

$669 25,649 65,118 69,277 67,979 63,517 61,874 68,461 72,825 73,685 68,817
$669 25,649 65,118 69,277 67,979 63,517 61,874 68,461 72,825 73,685 68,817

$40 1,694 3,937 4,016 4,096 4,178 4,262 4,347 4,434 4,523 4,613
$23 981 2,295 2,341 2,388 2,436 2,484 2,534 2,585 2,636 2,689
$24 1,028 2,165 1,987 2,026 2,067 2,108 2,150 2,193 2,237 2,282

$6 272 631 643 656 669 683 696 710 724 739
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Year Ending December 31,

Residual Products Revenue
Value Added Products

Engineered Wood Revenue (14)
Planer Shavings Bag Line Revenue (15)

Value Added Products Revenue
Biomass Revenue (16)

Total Operating Revenues

OPERATING EXPENSES ($000) (17)  
Production Related O&M

Labor
Delivered Log
Power and Fuel
Fixed Overhead
Parts and Supplies
Bagging Line (Materials and Labor)
Engineered Wood
Global
Biomass

Operating and Maintenance 

Administrative and General
Corporate Personnel Cots  
Corporate Infrastructure Costs

Administrative and General

Capital Expenditures  (18) (19)
Maintenance CapEx
Leased Equipment

Capital Expenditures

Total Operating Expenses 

NET OPERATING REVENUES ($000)

ADDITIONAL CAPITAL EXPENDITURES ($000) (18)
Capital Expenditures

EWP CapEx
Windfall CapEx
Lumberjack CapEx

Total Capital Expenditures

Installation Costs
Windfall 

Equipment Purchased
Equipment Installation
Engineering

Total Windfall Costs
Rail Yard

Rail Construction
Total Rail Yard Costs
Additional Installation Costs

Lumberjack Kiln
Bellemont Facility

Total Additional Installation Costs
Total Installation Costs

Total Additional Capital Expenditures

BOND OFFERING DEBT SERVICE ($000) (20)
Principal
Interest 

Total Debt Service

Bond Debt Service Coverage Ratio

 2021 (1)  2022  2023  2024  2025  2026  2027  2028  2029  2030  2031 

Exhibit 3

NewLife Forest Products
Projected Operating Results

Sensitivity B - Increased Non-Fuel Operating Expenses

$93 3,975 9,028 8,987 9,167 9,350 9,537 9,728 9,922 10,121 10,323

$575 19,043 42,731 45,779 45,396 43,730 43,501 46,226 48,156 48,431 46,644
$0 0 1,285 2,420 2,468 2,517 2,568 2,619 2,671 2,725 2,779

$575 19,043 44,016 48,199 47,864 46,247 46,069 48,845 50,827 51,156 49,423
$42 1,849 4,356 4,443 4,532 4,623 4,715 4,810 4,906 5,004 5,104_______ _______ _______ _______ _______ _______ _______ _______ _______ _______ _______

$1,379 50,516 122,518 130,907 129,542 123,737 122,195 131,844 138,480 139,966 133,668
#REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF!

$758 8,395 12,131 12,573 12,824 13,081 13,342 13,609 13,881 14,159 14,442
$959 12,523 28,995 29,575 30,167 30,770 31,385 32,013 32,653 33,306 33,973
$542 3,460 3,922 4,001 4,081 4,162 4,245 4,330 4,417 4,505 4,595

$98 799 815 831 848 865 882 899 917 936 955
$188 1,993 3,803 3,879 3,956 4,036 4,116 4,199 4,283 4,368 4,456

$0 0 545 880 898 916 934 953 972 992 1,011
$287 4,783 12,001 12,974 13,234 13,498 13,768 14,044 14,325 14,611 14,903
$153 626 639 651 664 678 691 705 719 734 748
$135 1,969 4,638 4,731 4,826 4,922 5,021 5,121 5,224 5,328 5,435

$3,120 34,548 67,489 70,095 71,498 72,928 74,384 75,873 77,391 78,939 80,518

$371 1,576 1,608 1,640 1,673 1,706 1,740 1,775 1,811 1,847 1,884
$240 896 887 879 868 873 886 899 911 924 936
$611 2,472 2,495 2,519 2,541 2,579 2,626 2,674 2,722 2,771 2,820

$188 1,020 2,081 4,245 4,330 4,416 4,505 4,595 4,687 4,780 4,876
$1,175 6,129 6,998 3,568 2,841 2,782 1,545 144 0 0 0
$1,362 7,149 9,079 7,812 7,170 7,199 6,049 4,739 4,687 4,780 4,876_______ _______ _______ _______ _______ _______ _______ _______ _______ _______ _______

$3,919 $38,040 $72,065 $76,859 $78,369 $79,923 $81,515 $83,142 $84,800 $86,490 $88,214

($2,540) 12,476 50,454 54,048 51,173 43,813 40,681 48,702 53,680 53,476 45,454

$0 1,290 2,278 0 0 0 0 0 0 0 0
$14,920 23,803 12,885 0 0 0 0 0 0 0 0

$1,970 4,580 0 0 0 0 0 0 0 0 0
$16,890 29,673 15,164 0 0 0 0 0 0 0 0

$7,462 8,661 9,691 0 0 0 0 0 0 0 0
$2,242 11,554 0 0 0 0 0 0 0 0 0

$216 324 73 0 0 0 0 0 0 0 0
$9,920 20,539 9,764 0 0 0 0 0 0 0 0

$2,000 2,244 0 0 0 0 0 0 0 0 0
$2,000 2,244 0 0 0 0 0 0 0 0 0

$1,250 0 0 0 0 0 0 0 0 0 0
$18,875 0 0 0 0 0 0 0 0 0 0
$20,125 0 0 0 0 0 0 0 0 0 0
$32,045 22,783 9,764 0 0 0 0 0 0 0 0

$48,935 52,456 24,928 0 0 0 0 0 0 0 0

$0 0 2,795 3,005 3,230 3,475 3,735 4,015 4,315 4,640 4,990
$0 8,574 8,253 8,044 7,818 7,576 7,316 7,035 6,734 6,411 6,063
$0 8,574 11,048 11,049 11,048 11,051 11,051 11,050 11,049 11,051 11,053

- 1.46x 4.57x 4.89x 4.63x 3.96x 3.68x 4.41x 4.86x 4.84x 4.11x
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Year Ending December 31,

PERFORMANCE
Months of Analysis 
Board Production Sensitivity Multiplier
Ownership Interest

Total Annual Board Feet Processed (MBF) 
Lumberjack
GPR
Windfall

Total Annual Board Feet Processed (MBF) (2)

Annual Board Production, Less Dry & Plane Loss (MBF) 
Lumberjack
GPR
Windfall

Total Annual Board Production, Less Dry & Plane Loss (MBF)

Residual Products 
Total Clean Wood Chips (Tons) (3)
Total Bark (Tons) (4)
Total Bulk Planer Shavings (Tons) (5)
Total Sawdust (Tons) (6)

Value Added Products
Total Engineered Wood Production, Post Trim Losses (MBF) (7)
Total Bags Sold  (8)
Total Biomass (Tons) (9)

COMMODITY PRICES (10)

General Inflation (%) (11)
Lumber (12)
IFP Sales

Lumberjack
Windfall
Additional Lumber

GPR
Residual Products

Lumberjack
Bark
Sawdust
Clean Wood Chips
Planer Shavings
Planer Shavings Bag

GPR
Sawdust
Clean Wood Chips

Windfall
Bark
Sawdust
Clean Wood Chips
Planer Shavings
Planer Shavings Bag

Engineered Wood Products
Equustock - Price per Bag
Biomass - GroWell
Biomass - Equustock

OPERATING REVENUES ($000)
Lumber Sales
IFP Revenue (13)
Total Lumber Sales

Residual Products
Clean Wood Chips Revenue
Bark Revenue
Bulk Planer Shavings Revenue
Sawdust Revenue

 2032  2033  2034  2035  2036  2037  2038  2039  2040  2041 (1) 

12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 11.0
1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

39,123 39,123 39,123 39,123 39,123 39,123 39,123 39,123 39,123 35,863
0 0 0 0 0 0 0 0 0 0

122,094 122,094 122,094 122,094 122,094 122,094 122,094 122,094 122,094 111,920
161,217 161,217 161,217 161,217 161,217 161,217 161,217 161,217 161,217 147,782

37,167 37,167 37,167 37,167 37,167 37,167 37,167 37,167 37,167 34,070
0 0 0 0 0 0 0 0 0 0

115,989 115,989 115,989 115,989 115,989 115,989 115,989 115,989 115,989 106,324
153,156 153,156 153,156 153,156 153,156 153,156 153,156 153,156 153,156 140,393

161,932 161,932 161,932 161,932 161,932 161,932 161,932 161,932 161,932 148,438
63,196 63,196 63,196 63,196 63,196 63,196 63,196 63,196 63,196 57,929
49,262 49,262 49,262 49,262 49,262 49,262 49,262 49,262 49,262 44,157
35,468 35,468 35,468 35,468 35,468 35,468 35,468 35,468 35,468 32,512

33,600 33,600 33,600 33,600 33,600 33,600 33,600 33,600 33,600 30,800
857,143 857,143 857,143 857,143 857,143 857,143 857,143 857,143 857,143 785,714
95,163 95,163 95,163 95,163 95,163 95,163 95,163 95,163 95,163 87,233

2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00

$530 580 614 652 665 679 692 706 720 735
$537 577 606 637 650 663 676 690 703 718

$808 824 841 858 875 892 910 928 947 966

$47 48 49 50 51 52 53 54 55 56
$22 23 23 24 24 25 25 26 26 27
$30 30 31 32 32 33 34 34 35 36
$47 48 49 50 51 52 53 54 55 56

$3 3 3 4 4 4 4 4 4 4

$22 23 23 24 24 25 25 26 26 27
$25 25 26 26 27 27 28 29 29 30

$42 43 44 45 46 47 48 49 50 51
$21 21 22 22 23 23 24 24 24 25
$29 29 30 31 31 32 32 33 34 34
$47 48 49 50 51 52 53 54 55 56

$3 3 3 4 4 4 4 4 4 4
$1,370 1,440 1,497 1,555 1,586 1,618 1,650 1,683 1,717 1,751

$3 3 3 4 4 4 4 4 4 4
$62 63 65 66 67 69 70 71 73 74
$47 48 49 50 51 52 53 54 55 56

$66,703 72,006 75,679 79,793 81,388 83,016 84,677 86,370 88,097 82,371
$66,703 72,006 75,679 79,793 81,388 83,016 84,677 86,370 88,097 82,371

$4,705 4,799 4,895 4,993 5,093 5,195 5,299 5,405 5,513 5,155
$2,743 2,798 2,854 2,911 2,969 3,029 3,089 3,151 3,214 3,005
$2,328 2,374 2,422 2,470 2,519 2,570 2,621 2,674 2,727 2,493

$754 769 784 800 816 832 849 866 883 826
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Year Ending December 31,

Residual Products Revenue
Value Added Products

Engineered Wood Revenue (14)
Planer Shavings Bag Line Revenue (15)

Value Added Products Revenue
Biomass Revenue (16)

Total Operating Revenues

OPERATING EXPENSES ($000) (17)  
Production Related O&M

Labor
Delivered Log
Power and Fuel
Fixed Overhead
Parts and Supplies
Bagging Line (Materials and Labor)
Engineered Wood
Global
Biomass

Operating and Maintenance 

Administrative and General
Corporate Personnel Cots  
Corporate Infrastructure Costs

Administrative and General

Capital Expenditures  (18) (19)
Maintenance CapEx
Leased Equipment

Capital Expenditures

Total Operating Expenses 

NET OPERATING REVENUES ($000)

ADDITIONAL CAPITAL EXPENDITURES ($000) (18)
Capital Expenditures

EWP CapEx
Windfall CapEx
Lumberjack CapEx

Total Capital Expenditures

Installation Costs
Windfall 

Equipment Purchased
Equipment Installation
Engineering

Total Windfall Costs
Rail Yard

Rail Construction
Total Rail Yard Costs
Additional Installation Costs

Lumberjack Kiln
Bellemont Facility

Total Additional Installation Costs
Total Installation Costs

Total Additional Capital Expenditures

BOND OFFERING DEBT SERVICE ($000) (20)
Principal
Interest 

Total Debt Service

Bond Debt Service Coverage Ratio

 2032  2033  2034  2035  2036  2037  2038  2039  2040  2041 (1) 

Exhibit 3
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$10,530 10,740 10,955 11,174 11,398 11,626 11,858 12,095 12,337 11,479

$46,045 48,382 50,303 52,244 53,289 54,354 55,442 56,550 57,681 53,932
$2,835 2,892 2,949 3,008 3,069 3,130 3,193 3,256 3,322 3,106

$48,880 51,274 53,253 55,252 56,357 57,484 58,634 59,807 61,003 57,038
$5,206 5,310 5,417 5,525 5,635 5,748 5,863 5,980 6,100 5,703_______ _______ _______ _______ _______ _______ _______ _______ _______ _______

$131,319 139,330 145,303 151,744 154,779 157,874 161,032 164,252 167,537 156,591
#REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF!

1.02

$14,731 15,026 15,326 15,633 15,945 16,264 16,589 16,921 17,260 16,138
$34,652 35,345 36,052 36,773 37,509 38,259 39,024 39,804 40,600 37,961

$4,687 4,781 4,877 4,974 5,074 5,175 5,279 5,384 5,492 5,135
$974 993 1,013 1,033 1,054 1,075 1,096 1,118 1,141 1,067

$4,545 4,636 4,728 4,823 4,919 5,018 5,118 5,220 5,325 4,979
$1,032 1,052 1,073 1,095 1,117 1,139 1,162 1,185 1,209 1,130

$15,201 15,505 15,816 16,132 16,454 16,784 17,119 17,462 17,811 16,653
$763 778 794 810 826 843 859 877 894 836

$5,543 5,654 5,767 5,883 6,000 6,120 6,243 6,368 6,495 6,073
$82,128 83,770 85,446 87,156 88,898 90,677 92,489 94,339 96,227 89,972

$1,922 1,960 1,999 2,039 2,080 2,122 2,164 2,207 2,252 2,105
$947 958 969 979 988 996 1,004 1,010 1,016 935

$2,869 2,918 2,968 3,018 3,068 3,118 3,168 3,217 3,268 3,040

4,973 5,073 5,174 5,278 5,383 5,491 5,601 5,713 5,827 5,448
0 0 0 0 0 0 0 0 0 0

$4,973 5,073 5,174 5,278 5,383 5,491 5,601 5,713 5,827 5,448_______ _______ _______ _______ _______ _______ _______ _______ _______ _______

$89,970 $91,761 $93,588 $95,452 $97,349 $99,286 $101,258 $103,269 $105,322 $98,460

$41,349 47,569 51,715 56,292 57,429 58,588 59,774 60,983 62,215 58,130

$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0

$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0

$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0

$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0

$0 0 0 0 0 0 0 0 0 0

$5,360 5,765 6,195 6,660 7,160 7,695 8,275 8,895 9,560 9,423
$5,688 5,286 4,854 4,389 3,890 3,353 2,776 2,155 1,488 707

$11,048 11,051 11,049 11,049 11,050 11,048 11,051 11,050 11,048 10,130

3.74x 4.30x 4.68x 5.09x 5.20x 5.30x 5.41x 5.52x 5.63x 5.74x
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Footnotes to Exhibit 3 

The footnotes to Exhibit 3 are the same as the footnotes to Exhibit 1, except: 

17) Operating expenses assumed to be 10 percent higher than assumed in the Base Case.   
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Year Ending December 31,

PERFORMANCE
Months of Analysis 
Board Production Sensitivity Multiplier
Ownership Interest

Total Annual Board Feet Processed (MBF) 
Lumberjack
GPR
Windfall

Total Annual Board Feet Processed (MBF) (2)

Annual Board Production, Less Dry & Plane Loss (MBF) 
Lumberjack
GPR
Windfall

Total Annual Board Production, Less Dry & Plane Loss (MBF)

Residual Products 
Total Clean Wood Chips (Tons) (3)
Total Bark (Tons) (4)
Total Bulk Planer Shavings (Tons) (5)
Total Sawdust (Tons) (6)

Value Added Products
Total Engineered Wood Production, Post Trim Losses (MBF) (7)
Total Bags Sold  (8)
Total Biomass (Tons) (9)

COMMODITY PRICES (10)

General Inflation (%) (11)
Lumber (12)
IFP Sales

Lumberjack
Windfall
Additional Lumber

GPR
Residual Products

Lumberjack
Bark
Sawdust
Clean Wood Chips
Planer Shavings
Planer Shavings Bag

GPR
Sawdust
Clean Wood Chips

Windfall
Bark
Sawdust
Clean Wood Chips
Planer Shavings
Planer Shavings Bag

Engineered Wood Products
Equustock - Price per Bag
Biomass - GroWell
Biomass - Equustock

OPERATING REVENUES ($000)
Lumber Sales
IFP Revenue (13)
Total Lumber Sales

Residual Products
Clean Wood Chips Revenue
Bark Revenue
Bulk Planer Shavings Revenue
Sawdust Revenue

 2021 (1)  2022  2023  2024  2025  2026  2027  2028  2029  2030  2031 

1.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0
1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

1,549 34,722 39,123 39,123 39,123 39,123 39,123 39,123 39,123 39,123 39,123
0 0 0 0 0 0 0 0 0 0 0
0 35,077 122,094 122,094 122,094 122,094 122,094 122,094 122,094 122,094 122,094

1,549 69,799 161,217 161,217 161,217 161,217 161,217 161,217 161,217 161,217 161,217

1,549 32,986 37,167 37,167 37,167 37,167 37,167 37,167 37,167 37,167 37,167
0 0 0 0 0 0 0 0 0 0 0
0 33,323 115,989 115,989 115,989 115,989 115,989 115,989 115,989 115,989 115,989

1,549 66,309 153,156 153,156 153,156 153,156 153,156 153,156 153,156 153,156 153,156

1,660 70,433 161,932 161,932 161,932 161,932 161,932 161,932 161,932 161,932 161,932
598 26,774 63,196 63,196 63,196 63,196 63,196 63,196 63,196 63,196 63,196
619 26,524 54,762 49,262 49,262 49,262 49,262 49,262 49,262 49,262 49,262
359 15,356 35,468 35,468 35,468 35,468 35,468 35,468 35,468 35,468 35,468

409 14,940 32,200 33,600 33,600 33,600 33,600 33,600 33,600 33,600 33,600
0 0 464,286 857,143 857,143 857,143 857,143 857,143 857,143 857,143 857,143

962 41,201 95,163 95,163 95,163 95,163 95,163 95,163 95,163 95,163 95,163

2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00

$617 502 534 569 551 508 494 556 595 597 550
$0 487 516 553 544 510 497 548 582 590 553

$650 663 676 690 704 718 732 747 762 777 792

$38 39 40 40 41 42 43 44 45 45 46
$18 18 19 19 19 20 20 21 21 22 22
$24 24 25 25 26 26 27 28 28 29 29
$38 39 40 40 41 42 43 44 45 45 46

$3 3 3 3 3 3 3 3 3 3 3

$18 18 19 19 19 20 20 21 21 22 22
$20 20 21 21 22 22 23 23 23 24 24

$34 35 35 36 37 38 38 39 40 41 41
$17 17 17 18 18 19 19 19 20 20 20
$23 24 24 25 25 26 26 27 27 28 28
$38 39 40 40 41 42 43 44 45 45 46

$3 3 3 3 3 3 3 3 3 3 3
$1,406 1,275 1,327 1,362 1,351 1,301 1,295 1,376 1,433 1,441 1,388

$0 3 3 3 3 3 3 3 3 3 3
$50 51 52 53 54 55 56 57 59 60 61
$38 39 40 40 41 42 43 44 45 45 46

$669 25,649 65,118 69,277 67,979 63,517 61,874 68,461 72,825 73,685 68,817
$669 25,649 65,118 69,277 67,979 63,517 61,874 68,461 72,825 73,685 68,817

$40 1,694 3,937 4,016 4,096 4,178 4,262 4,347 4,434 4,523 4,613
$23 981 2,295 2,341 2,388 2,436 2,484 2,534 2,585 2,636 2,689
$24 1,028 2,165 1,987 2,026 2,067 2,108 2,150 2,193 2,237 2,282

$6 272 631 643 656 669 683 696 710 724 739
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Year Ending December 31,

Residual Products Revenue
Value Added Products

Engineered Wood Revenue (14)
Planer Shavings Bag Line Revenue (15)

Value Added Products Revenue
Biomass Revenue (16)

Total Operating Revenues

OPERATING EXPENSES ($000) (17)  
Production Related O&M

Labor
Delivered Log
Power and Fuel
Fixed Overhead
Parts and Supplies
Bagging Line (Materials and Labor)
Engineered Wood
Global
Biomass

Operating and Maintenance 

Administrative and General
Corporate Personnel Cots  
Corporate Infrastructure Costs

Administrative and General

Capital Expenditures  (18) (19)
Maintenance CapEx
Leased Equipment

Capital Expenditures

Total Operating Expenses 

NET OPERATING REVENUES ($000)

ADDITIONAL CAPITAL EXPENDITURES ($000) (18)
Capital Expenditures

EWP CapEx
Windfall CapEx
Lumberjack CapEx

Total Capital Expenditures

Installation Costs
Windfall 

Equipment Purchased
Equipment Installation
Engineering

Total Windfall Costs
Rail Yard

Rail Construction
Total Rail Yard Costs
Additional Installation Costs

Lumberjack Kiln
Bellemont Facility

Total Additional Installation Costs
Total Installation Costs

Total Additional Capital Expenditures

BOND OFFERING DEBT SERVICE ($000) (20)
Principal
Interest 

Total Debt Service

Bond Debt Service Coverage Ratio

 2021 (1)  2022  2023  2024  2025  2026  2027  2028  2029  2030  2031 

Exhibit 4

NewLife Forest Products
Projected Operating Results

Sensitivity C - Increased Capital Costs

$93 3,975 9,028 8,987 9,167 9,350 9,537 9,728 9,922 10,121 10,323

$575 19,043 42,731 45,779 45,396 43,730 43,501 46,226 48,156 48,431 46,644
$0 0 1,285 2,420 2,468 2,517 2,568 2,619 2,671 2,725 2,779

$575 19,043 44,016 48,199 47,864 46,247 46,069 48,845 50,827 51,156 49,423
$42 1,849 4,356 4,443 4,532 4,623 4,715 4,810 4,906 5,004 5,104_______ _______ _______ _______ _______ _______ _______ _______ _______ _______ _______

$1,379 50,516 122,518 130,907 129,542 123,737 122,195 131,844 138,480 139,966 133,668
#REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF!

$689 7,632 11,028 11,430 11,658 11,892 12,129 12,372 12,619 12,872 13,129
$872 11,385 26,359 26,887 27,424 27,973 28,532 29,103 29,685 30,279 30,884
$492 3,145 3,566 3,637 3,710 3,784 3,860 3,937 4,015 4,096 4,178

$89 726 741 755 771 786 802 818 834 851 868
$171 1,812 3,457 3,526 3,597 3,669 3,742 3,817 3,893 3,971 4,050

$0 0 495 800 816 833 849 866 884 901 919
$261 4,349 10,910 11,795 12,031 12,271 12,517 12,767 13,022 13,283 13,548
$140 569 581 592 604 616 628 641 654 667 680
$123 1,790 4,217 4,301 4,387 4,475 4,564 4,656 4,749 4,844 4,941

$2,837 31,408 61,354 63,723 64,998 66,299 67,623 68,977 70,355 71,764 73,197

$337 1,433 1,462 1,491 1,521 1,551 1,582 1,614 1,646 1,679 1,713
$218 815 806 799 789 794 805 817 828 840 850
$555 2,248 2,268 2,290 2,310 2,345 2,387 2,431 2,474 2,519 2,563

$216 1,173 2,393 4,882 4,979 5,079 5,180 5,284 5,390 5,497 5,607
$1,351 7,048 8,048 4,103 3,267 3,200 1,777 166 0 0 0
$1,567 8,221 10,441 8,984 8,246 8,279 6,957 5,450 5,390 5,497 5,607_______ _______ _______ _______ _______ _______ _______ _______ _______ _______ _______

$3,608 $34,829 $66,015 $70,895 $72,287 $73,723 $75,190 $76,692 $78,219 $79,780 $81,367

($2,229) 15,687 56,503 60,012 57,255 50,014 47,005 55,152 60,261 60,186 52,301

$0 1,290 2,278 0 0 0 0 0 0 0 0
$17,158 23,803 12,885 0 0 0 0 0 0 0 0

$2,266 4,580 0 0 0 0 0 0 0 0 0
$19,423 29,673 15,164 0 0 0 0 0 0 0 0

$8,581 8,661 9,691 0 0 0 0 0 0 0 0
$2,578 11,554 0 0 0 0 0 0 0 0 0

$216 324 73 0 0 0 0 0 0 0 0
$11,375 20,539 9,764 0 0 0 0 0 0 0 0

$2,300 2,244 0 0 0 0 0 0 0 0 0
$2,300 2,244 0 0 0 0 0 0 0 0 0

$1,438 0 0 0 0 0 0 0 0 0 0
$21,706 0 0 0 0 0 0 0 0 0 0
$23,144 0 0 0 0 0 0 0 0 0 0
$36,819 22,783 9,764 0 0 0 0 0 0 0 0

$56,242 52,456 24,928 0 0 0 0 0 0 0 0

$0 0 2,795 3,005 3,230 3,475 3,735 4,015 4,315 4,640 4,990
$0 8,574 8,253 8,044 7,818 7,576 7,316 7,035 6,734 6,411 6,063
$0 8,574 11,048 11,049 11,048 11,051 11,051 11,050 11,049 11,051 11,053

- 1.83x 5.11x 5.43x 5.18x 4.53x 4.25x 4.99x 5.45x 5.45x 4.73x
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Year Ending December 31,

PERFORMANCE
Months of Analysis 
Board Production Sensitivity Multiplier
Ownership Interest

Total Annual Board Feet Processed (MBF) 
Lumberjack
GPR
Windfall

Total Annual Board Feet Processed (MBF) (2)

Annual Board Production, Less Dry & Plane Loss (MBF) 
Lumberjack
GPR
Windfall

Total Annual Board Production, Less Dry & Plane Loss (MBF)

Residual Products 
Total Clean Wood Chips (Tons) (3)
Total Bark (Tons) (4)
Total Bulk Planer Shavings (Tons) (5)
Total Sawdust (Tons) (6)

Value Added Products
Total Engineered Wood Production, Post Trim Losses (MBF) (7)
Total Bags Sold  (8)
Total Biomass (Tons) (9)

COMMODITY PRICES (10)

General Inflation (%) (11)
Lumber (12)
IFP Sales

Lumberjack
Windfall
Additional Lumber

GPR
Residual Products

Lumberjack
Bark
Sawdust
Clean Wood Chips
Planer Shavings
Planer Shavings Bag

GPR
Sawdust
Clean Wood Chips

Windfall
Bark
Sawdust
Clean Wood Chips
Planer Shavings
Planer Shavings Bag

Engineered Wood Products
Equustock - Price per Bag
Biomass - GroWell
Biomass - Equustock

OPERATING REVENUES ($000)
Lumber Sales
IFP Revenue (13)
Total Lumber Sales

Residual Products
Clean Wood Chips Revenue
Bark Revenue
Bulk Planer Shavings Revenue
Sawdust Revenue

 2032  2033  2034  2035  2036  2037  2038  2039  2040  2041 (1) 

12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 11.0
1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

39,123 39,123 39,123 39,123 39,123 39,123 39,123 39,123 39,123 35,863
0 0 0 0 0 0 0 0 0 0

122,094 122,094 122,094 122,094 122,094 122,094 122,094 122,094 122,094 111,920
161,217 161,217 161,217 161,217 161,217 161,217 161,217 161,217 161,217 147,782

37,167 37,167 37,167 37,167 37,167 37,167 37,167 37,167 37,167 34,070
0 0 0 0 0 0 0 0 0 0

115,989 115,989 115,989 115,989 115,989 115,989 115,989 115,989 115,989 106,324
153,156 153,156 153,156 153,156 153,156 153,156 153,156 153,156 153,156 140,393

161,932 161,932 161,932 161,932 161,932 161,932 161,932 161,932 161,932 148,438
63,196 63,196 63,196 63,196 63,196 63,196 63,196 63,196 63,196 57,929
49,262 49,262 49,262 49,262 49,262 49,262 49,262 49,262 49,262 44,157
35,468 35,468 35,468 35,468 35,468 35,468 35,468 35,468 35,468 32,512

33,600 33,600 33,600 33,600 33,600 33,600 33,600 33,600 33,600 30,800
857,143 857,143 857,143 857,143 857,143 857,143 857,143 857,143 857,143 785,714
95,163 95,163 95,163 95,163 95,163 95,163 95,163 95,163 95,163 87,233

2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00

$530 580 614 652 665 679 692 706 720 735
$537 577 606 637 650 663 676 690 703 718

$808 824 841 858 875 892 910 928 947 966

$47 48 49 50 51 52 53 54 55 56
$22 23 23 24 24 25 25 26 26 27
$30 30 31 32 32 33 34 34 35 36
$47 48 49 50 51 52 53 54 55 56

$3 3 3 4 4 4 4 4 4 4

$22 23 23 24 24 25 25 26 26 27
$25 25 26 26 27 27 28 29 29 30

$42 43 44 45 46 47 48 49 50 51
$21 21 22 22 23 23 24 24 24 25
$29 29 30 31 31 32 32 33 34 34
$47 48 49 50 51 52 53 54 55 56

$3 3 3 4 4 4 4 4 4 4
$1,370 1,440 1,497 1,555 1,586 1,618 1,650 1,683 1,717 1,751

$3 3 3 4 4 4 4 4 4 4
$62 63 65 66 67 69 70 71 73 74
$47 48 49 50 51 52 53 54 55 56

$66,703 72,006 75,679 79,793 81,388 83,016 84,677 86,370 88,097 82,371
$66,703 72,006 75,679 79,793 81,388 83,016 84,677 86,370 88,097 82,371

$4,705 4,799 4,895 4,993 5,093 5,195 5,299 5,405 5,513 5,155
$2,743 2,798 2,854 2,911 2,969 3,029 3,089 3,151 3,214 3,005
$2,328 2,374 2,422 2,470 2,519 2,570 2,621 2,674 2,727 2,493

$754 769 784 800 816 832 849 866 883 826
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Year Ending December 31,

Residual Products Revenue
Value Added Products

Engineered Wood Revenue (14)
Planer Shavings Bag Line Revenue (15)

Value Added Products Revenue
Biomass Revenue (16)

Total Operating Revenues

OPERATING EXPENSES ($000) (17)  
Production Related O&M

Labor
Delivered Log
Power and Fuel
Fixed Overhead
Parts and Supplies
Bagging Line (Materials and Labor)
Engineered Wood
Global
Biomass

Operating and Maintenance 

Administrative and General
Corporate Personnel Cots  
Corporate Infrastructure Costs

Administrative and General

Capital Expenditures  (18) (19)
Maintenance CapEx
Leased Equipment

Capital Expenditures

Total Operating Expenses 

NET OPERATING REVENUES ($000)

ADDITIONAL CAPITAL EXPENDITURES ($000) (18)
Capital Expenditures

EWP CapEx
Windfall CapEx
Lumberjack CapEx

Total Capital Expenditures

Installation Costs
Windfall 

Equipment Purchased
Equipment Installation
Engineering

Total Windfall Costs
Rail Yard

Rail Construction
Total Rail Yard Costs
Additional Installation Costs

Lumberjack Kiln
Bellemont Facility

Total Additional Installation Costs
Total Installation Costs

Total Additional Capital Expenditures

BOND OFFERING DEBT SERVICE ($000) (20)
Principal
Interest 

Total Debt Service

Bond Debt Service Coverage Ratio

 2032  2033  2034  2035  2036  2037  2038  2039  2040  2041 (1) 

Exhibit 4
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$10,530 10,740 10,955 11,174 11,398 11,626 11,858 12,095 12,337 11,479

$46,045 48,382 50,303 52,244 53,289 54,354 55,442 56,550 57,681 53,932
$2,835 2,892 2,949 3,008 3,069 3,130 3,193 3,256 3,322 3,106

$48,880 51,274 53,253 55,252 56,357 57,484 58,634 59,807 61,003 57,038
$5,206 5,310 5,417 5,525 5,635 5,748 5,863 5,980 6,100 5,703_______ _______ _______ _______ _______ _______ _______ _______ _______ _______

$131,319 139,330 145,303 151,744 154,779 157,874 161,032 164,252 167,537 156,591
#REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF! #REF!

1.02

$13,392 13,660 13,933 14,211 14,496 14,786 15,081 15,383 15,691 14,671
$31,502 32,132 32,775 33,430 34,099 34,781 35,476 36,186 36,909 34,510

$4,261 4,346 4,433 4,522 4,612 4,705 4,799 4,895 4,993 4,668
$885 903 921 939 958 977 997 1,017 1,037 970

$4,131 4,214 4,298 4,384 4,472 4,562 4,653 4,746 4,841 4,526
$938 957 976 995 1,015 1,035 1,056 1,077 1,099 1,027

$13,819 14,096 14,378 14,665 14,959 15,258 15,563 15,874 16,192 15,139
$694 708 722 736 751 766 781 797 813 760

$5,039 5,140 5,243 5,348 5,455 5,564 5,675 5,789 5,904 5,521
$74,661 76,156 77,679 79,230 80,817 82,434 84,081 85,764 87,479 81,792

$1,747 1,782 1,818 1,854 1,891 1,929 1,967 2,007 2,047 1,914
$861 871 881 890 898 906 913 918 923 850

$2,608 2,653 2,699 2,744 2,789 2,835 2,880 2,925 2,970 2,764

5,720 5,834 5,951 6,070 6,191 6,315 6,441 6,570 6,701 6,266
0 0 0 0 0 0 0 0 0 0

$5,720 5,834 5,951 6,070 6,191 6,315 6,441 6,570 6,701 6,266_______ _______ _______ _______ _______ _______ _______ _______ _______ _______

$82,989 $84,643 $86,329 $88,044 $89,797 $91,584 $93,402 $95,259 $97,150 $90,822

$48,331 54,687 58,974 63,700 64,982 66,290 67,630 68,993 70,387 65,769

$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0

$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0

$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0

$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0
$0 0 0 0 0 0 0 0 0 0

$0 0 0 0 0 0 0 0 0 0

$5,360 5,765 6,195 6,660 7,160 7,695 8,275 8,895 9,560 9,423
$5,688 5,286 4,854 4,389 3,890 3,353 2,776 2,155 1,488 707

$11,048 11,051 11,049 11,049 11,050 11,048 11,051 11,050 11,048 10,130

4.37x 4.95x 5.34x 5.77x 5.88x 6.00x 6.12x 6.24x 6.37x 6.49x
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Footnotes to Exhibit 4 

The footnotes to Exhibit 5 are the same as the footnotes for Exhibit 1, except: 

18) Capital costs assumed to be 15 percent higher than assumed in the Base Case 
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Preface 
 

The following analysis reflects a thorough review of data collected by the United States Forest Service (USFS), the 
State of Arizona and various personal contacts active in the Forest Products Industry, both now and in recent 
history.  The primary source of information, however, is the Congressionally mandated Forest Inventory Analysis 
(FIA), begun in 1989 as part of the National Forest Management Act, passed in 1976.  The FIA as it is 
commonly known is the ongoing collection of sample data taken throughout all of the forest and timberlands of the 
United States.  It is a sample, and data is generally accepted as being better than 90% accurate, with a Sampling 
Error Confidence Level of 68%.   

The ownership data, however, is near 100% accurate by utilizing current county by county tax records.  Modern 
Geographic Information Systems (GIS) are supplemented by satellite imagery and add a high degree of probability 
to both biological and terrain distinctions, as well as delineating many forest activities and conditions. 

Arizona is unique to United States timberlands, given that a large portion of the state is arid with minimal annual 
rainfall.  The mountains through the southeast, and east-central portion of the state and in the northern portion have 
abundant supplies of timber and millions of acres of forest land.  A clear  distinction must be made between forest 
land and timberland.  The USFS defines each as follows:  Forest land is land upon which forests are dominant, 
both hardwood and softwood, and have typically been present on a given site throughout the last several hundred 
years; timberland is forest land upon which the trees present on the site are being managed for a specific purpose 
such as logs for lumber, pulpwood for paper manufacturing, and will yield between 6 and 10 tons of material (2-3 
MBF) per acre for harvest.  Some acres are classified as timber land but are managed for aesthetic values and 
recreation.  Some of these uses make them unavailable for harvest, while some are managed specifically for 
harvesting forest products. 

 

This analysis focuses on timberland which may be or become available later for commercial harvesting operations, 
including biomass of all sizes (sapling/brush through sawtimber) particularly, but not exclusively, through forest 
restoration activities. Timberlands made available for harvest through sealed bids as part of the CFLRP include the 
original 4FRI areas, as well as the future Phase II Areas.  The CFLRP does allow for harvests outside of the 
4FRI areas and are significant sources of fiber.  Additional timberlands on the Prescott National Forest and other 
governmental lands are also a part of the study area since they also represent potential harvesting opportunities. 

  

 

 
 



Northern Arizona Fiber Analysis  September 16, 2021 
 

  
  
  
 Page 3 of 32 
  
  

 

 
Executive Summary 

 
NewLife Forest Restoration (NLFR) is uniquely positioned to continue as the primary timber harvesting 
and processing entity in Northern Arizona.  This analysis clearly shows that the United States Forest 
Service projections for the Study Area restoration activities, (4FRI Strategic Plan, Page 14, Para. 3.D.: 
“Offer approximately 46,000 acres in FY18, 49,000 acres in FY 19 and 50,000 acres each year 
thereafter.”) are more than sufficient to provide the fiber necessary for NLFR to supply their mill 
requirements for the next 20 years, and probably indefinitely when growth is considered. Their 
manufacturing facilities will only utilize the fiber produced on approximately 26,000 acres per year.  
NLFR’s operational logistics planning is unrivaled in Arizona. By combining their existing 
harvesting/restoration assets with its sub-contractors, they have created the ideal infrastructure to harvest 
this fiber, deliver to its proper user, and meet or exceed the USFS restoration goals. 

NLFR has survived unprecedented market fluctuations, a global pandemic, and other events that have 
threatened their operations.  NLFR has secured long-term commitments from various users to purchase 
all residues (bark, chips, saw dust, etc.) 

Arizona has over eighteen and one half (18.5) million acres of forestland. The area of Northern Arizona 
included in this analysis encompasses slightly more than one third of that acreage, or over six million 
acres. It includes forestland found in Yavapai, Coconino, Gila, Navajo, and small portions of Maricopa 
and Apache Counties. The primary owner is the Federal government, through the Apache-Sitgreaves, 
Coconino, Prescott, Kaibab, and Tonto National Forests. All but the Prescott National Forest support the 
restoration plans found in the “Four Forest Restoration Initiative (4FRI), currently being executed by 
NLFR. 

Although the Forest Inventory Analysis (FIA) shows nearly 6 million acres of private forestland as well, 
only a small portion has historically been made available for commercial harvest or would even meet the 
criteria for timberland as stated by the United States Forest Service: land capable of producing at least 20 
cubic feet of saw timber (ST) volume per year.  Many of these ownerships are generally less than 100 
acres and scattered throughout the state. 

The study area includes parts of 5 national forests, even though the Prescott is not included in the 4FRI.  
The Prescott National Forest, is, however, within the expected woodshed radius of NLFR, and is 
included.  Similarly, the portion of the Kaibab National Forest, north of the Grand Canyon National Park, 
is excluded.  The total acres addressed in the Study Area is approximately 3.5 million acres, 2.4 million of 
which is covered by the 4FRI. 

The total volume in the study area is between 255 million and 265 million tons of fiber (75 tons/acre x 3.5 
million acres) located on approximately 3.5 million acres of available timberland, net of all reserved acres 
(acreage that is set aside for recreation, endangered or threatened flora and fauna, and specifically 
identified areas of scenic or cultural value.) 

The FIA indicates a growth/drain ratio for the state as being negative.  However, this is largely due to 
excessive losses (drain) from uncontrolled wildfire, decay and insect infestations.  In the study area, and 
specifically in the area being addressed through Phases I, the growth is exceeding 3%/year: the non 4FRI 
timberlands will approach 4%year. The timber in the primary area of future NLFR operations is adding 
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nearly 8 million tons of wood fiber each year in growth. which is considerably more than the anticipated 
production requirements of the NLFR facilities. With a proven yield of 240 board feet of lumber per ton, 
only 666,000 tons of logs per year will be required if running two shifts at both mills.  Running one, eight-
hour shift will require only 333,000 tons per year. Even though the growth rate will gradually improve to 5-
7% over the next 20 years, using a constant of 3% growth and 666,000 tons in additional removals, the 
Study Area volume will increase to over 300 million tons. 

The United States Forest Service (USFS) is committed to restoring the forest through a program of 
harvest removals of biomass on more than half of the merchantable timberlands in the study area, 
projecting 2.4 million acres for thinning, roughly half mechanically.  This process will result in biomass 
removals approximating 50-60 tons per acre.  The sawtimber component of the removal will likely 
average 40-45 tons, or 80% of fiber removed. The current stocking level according to the recent FIA 
sampling is 75-85 tons per acre, based on work to date on Phase I.  However, using a conservative 
number of 25 tons per acre, NLFR will require 13,000 acres per year, well below the USFS commitment, 
without considering other available sources. Even at two shifts, the acreage requirement is just 26,000 
acres per year.  Harvesting will also continue, under the CFLRP, on an additional 1.1 million acres, 
specifically to maintain the USFS commitment to harvest 50,000 acres per year (50,000 minus 4FRI 
removals = additional acreage requirement). This additional volume will be achieved through advertised 
timber sale offerings at the District level of the Arizona National Forests. 

Virtually all planned fiber removals, through both individual Ranger District Task Orders and removals 
planned through the 4FRI, are driven by efforts to reduce catastrophic wildfire.  This is significant because 
it typically requires the removal from the forest of 80-90% of the biomass, excepting only the desired 
stems necessary to achieve the stocking goals: remove the understory in favor of dominant and co-
dominant stems, reducing highly combustible brush and understory, and providing improved habitat for 
wildlife. However, US Forest Service timber sales typically do not require the contractor to remove slash 
(residual tree-tops and branches resulting from harvesting activities) from landing areas but instead to 
leave slash in piles at the landing area for later processing by the USFS. 

While all timber sale price information is not publicly available, we were able to assemble data from the 
USFS for 14 timber sales during the period 2015-2018, totaling approximately 15,000 acres. The 
weighted average cost per ton for timer on those sales was $4.37.  Of the sales reviewed only one 
required any slash removal, and the price per ton for that example (which required 50% slash removal) 
was $2.30 per ton.  Finally, only one example timber sale from the available data was located in the 
Company’s western Arizona region, and that sale was sold for $1.29 per ton.  NLFR projections assume 
an average stumpage cost of $4.37 per ton, but also conservatively assume 25% slash removal across all 
timber sales (as noted, timber sales generally do not require slash removal by the contractor).  We find 
those assumptions to be reasonable and believe that NLFR should be able to win most of the available 
timber sales at an average price of $4.37 per ton, or less.  NLFR can afford a multiple of this should it be 
required, but the vast majority of timber sales previously offered end up in an NLFR mill or are simply not 
bid on at all.  Consequently, it is far more likely for NLFR to pay less than $4.37 per ton for future timber 
offerings by the USFS. 
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Glossary of Terms 
 

All – aged stand:  a group of woody stems, generally greater than 4” in diameter, that have different 
ages (germinated at different times) 

Allowable cut (also Allowable Sales Quantity, ASQ); the volume of woody fiber that the United States 
Forest Service (USFS) is allowed to cut in a given year on a given National Forest 

Annual cut: the volume of woody fiber that the United States Forest Service (USFS) actually allows to be 
cut in a given year on a given National Forest 

Basal Area:  a unit of measurement used in determining woody fiber in a given area in square feet.  It is 
the sum of the actual areas of all of the stems being viewed or measured, measured at 1” above the soil 
level.  However, when cruising timber, the basal area factor is based on observations at the point of 
diameter, breast high (DBH) or 54”. 

Biomass:  the total quantity of organic material on a given site.  In forestry operations it includes stem, 
limbs, foliage, brush, etc. 

Board foot:  a unit of measure derived from lumber production; a piece 1” thick x 1’ x 1’ (1728 cubic 
inches).  It is used in log and tree scales to determine the approximate volume of lumber that may be cut 
from a tree or trees. 

Brush:  small trees or shrubs  is considered non-merchantable or undesirable in timber management 

Bulk density:  the mass or weight of a material that is oven-dry, or free of moisture.  Ponderosa pine has 
a bulk density of approximately 32 pounds per cubic foot.  For measurement purposes in a given stand of 
green ponderosa pine, the moisture content can range from 35% to over 60% based on the site.  Once 
cut, however, the log loses moisture rapidly, which mitigates the range of moisture in delivered logs.  
Delivered pine logs average 40-50% moisture by weight. 

Categorical Exclusion (CE):  A categorical exclusion (CE) is a class of action that a Federal agency has 
determined, after review by CEQ, does not individually or cumulatively have a significant effect on the 
human environment  and for which, therefore, neither an environmental assessment nor an environmental 
impact statement is necessary 

Clearcutting: a logging method that removes all merchantable timber from an area 

Collaborative Forest Landscape Restoration Program (CFLRP): funded by the Collaborative Forest 
Landscape Restoration Fund (CFLRF), the CFLRP was established and authorized by Congress to 
establish a program to collaboratively restore forests in a scientifically based, ecologically sound manner. 
(see more detailed definition on Page 16) 

Cruise:  the method commonly used by foresters to measure areas of timber, usually by a sampling 
procedure. It may include the collection of different types of data, from topography to plant species and 
volumes 
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Glossary (con’t) 
 

 

Cunit:  a unit of measure utilized by the USFS, which is one hundred cubic feet (of wood fiber) 

DBH:  diameter breast high; the diameter of a tree measured 54” above the ground (breast high) 

Endangered Species Act of 1973, as amended: an act of Congress designed to save and restore 
various species of plants and animals to their original populations and habitat 

Environmental Assessment (EA): An Environmental Assessment (EA) under the National 
Environmental Policy Act (NEPA) is a concise public document that provides sufficient evidence 
and analysis for determining whether HRSA should issue a Finding of No 
Significant Environmental Impact (FONSI) or prepare an Environmental Impact Statement (EIS 

Environmental Impact Statement (EIS): a comprehensively detailed statement that identifies any and all 
risks that an activity may have on the fauna, flora, topography, and history of a given location.  Identified 
risks must have a methodology defined to mitigate or eliminate those risks. 

Even-aged management:  the practice of planting similar species simultaneously, typically in a 
plantation, so they are of the same age.  It also results from natural regeneration in an area that has been 
clear-cut. 

Fire planning:  the process of including the impacts of fire in managing timber.  It includes establishing 
different practices to prevent or reduce the risk of uncontrolled wildfire as well as using fire as a 
silvicultural tool in timber management.  

Forest Plan:  each National Forest is responsible for creating and maintaining a specific management 
plan for the Forest, to include multiple uses as defined in the original National Forest Act 

Four Forest Restoration Initiative (4FRI): a collaborative plan that includes input from industry, 
environmental groups and the Federal government, led and executed by the USFS, with a broad goal of 
forest restoration and reduction of certain fuels that support wildfire, in the Study Area.  Similar 
collaborative efforts are being implemented throughout the USFS system. 

Forest type:  all woodlands and forest lands can be broadly described as being a certain type, which 
usually defines the dominant forest species, such as a “Pine type” or an “oak-hickory type”.  Each area of 
the country has developed type descriptions which usually reflect the naturally occurring species.  
Foresters have found in the last century that  

planting, or allowing species to grow that are other than the natural species, usually results in an 
undesirable result. 

Improvement cutting:  a harvesting method that removes undesirable stems, usually dead, dying, or 
less vigorous than the surrounding stems.  It may also remove unwanted species, stems that are too 
densely stocked 

Landscape Planning:  a management plan that covers many different timber types, forest uses, and 
development, over a very large area, usually in the thousands of acres 
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Glossary (con’t) 

 

Mechanical Thinning:  a logging practice that primarily utilizes large machines to cut selected trees and 
deliver them to a landing for loading on a truck.  It is very efficient and can be instrumental in 
accomplishing stocking goals on a given stand of timber, particularly in an Improvement Cut 

MBF:  one thousand board feet; a standard measurement of both timber and lumber 

Multiple Use Management: the basic management philosophy of the USFS since its inception: manage 
the renewable forest resources for the people and utilize them for the good of the people, including but 
not limited to water, timber, grazing, recreation, and wildlife 

National Environmental Policy Act (NEPA):  An act to declare a National policy which will encourage 
productive and enjoyable harmony between man and his environment, to promote efforts which will 
prevent or eliminate dam- age to the environment and biosphere and stimulate the health and welfare of 
man, to enrich the understanding of the ecological systems and natural re- sources important to the 
Nation and to establish a Council on Environmental Quality (CEQ). (U.S. Forest Serv. 1974) 

Prescribed burn:  a planned and deliberately set fire for the purpose of reducing fuel loads, decreasing 
competition and opening the forest floor by removing dead, dying, decaying brush, and invasive shrubs 

Recovery:  the volume of logs, measured in green tons, required to manufacture 1 MBF of green lumber 

Renewable resources:  resources such as wood, water and wildlife that can be sustained and 
encouraged to grow and prosper through sound, science-based management 

Seed tree harvesting regime: a method of cutting timber while leaving a certain number of dominant, 
seed-bearing trees on each acre (usually 5-10, depending on size and species).  The seed trees provide 
a form of natural regeneration of new seedlings.  As the young trees reach economic maturity, the seed 
trees are removed to reduce competition and release the young trees to grow. 

Selection Logging:  a harvesting method where certain trees are selected to be cut, while leaving trees 
that meet criteria found in the forest plan.  This can be stems per acre, elimination of suppressed or 
defective stems, or leaving a certain basal area per acre. 

Silviculture:  the theory and practice of controlling the establishment, composition, constitution, and 
growth of forests. 

Site Index: a measure of productivity for a given species on a given site, usually represented by a 
numerical height 

Skidding:  dragging logs from the stump to a landing or loading area, originally by horses or mules, but 
now, mostly by mechanical tractors (skidders) 

Slash:  The residue left on the ground after timber cutting and/or accumulating there as a result of storm, 
fire or other damage. It includes unutilized logs, up- rooted stumps, broken or uprooted stems, branches, 
twigs, leaves, bark and chips. 

Stand:  A stand is a grouping of trees or other growth occupying a specific area and sufficiently uniform in 
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Glossary (con’t) 
 

composition (species), age arrangement, and condition as to be distinguishable from the forest or other 
growth on adjoining areas 

Stems:  a tree, from seedling to mature tree, not differentiated by size or species unless so specified, i.e. 
pine stems per acre 

Stocking or Stocking level:  the average number of trees of a desired grouping on a given site, usually 
measured in stems per acre 

Succession:  It is an orderly process of biotic community development that involves changes in species, 
structure and com munity processes with time; it is reasonably directional and, therefore, predictable. 

t results from modification of the physical environment by the com munity: that is, “succession” is com 
munity-controlled even though the physical environment determines the pattern, the rate of change, and 
often sets limits as to how far development can go 

It culminates in a stabilized ecosystem in which maximum biomass and symbiotic function between 
organisms are maintained per unit of available energy flow. 

The whole sequence of communities that replaces one another in a given area is called the sere; the 
relatively transitory communities are variously called “seral stages” or “developmental stages” or “pioneer 
stages”, while the terminal stabilized system is known as the climax. 

This applies to the study area, and specifically to the restoration efforts.  The natural succession has been 
modified by the elimination of natural fire from the forest, allowing undesirable plant growth to inhibit the 
growth of the natural successional species, in this case Ponderosa Pine.  By removing this unwanted  

vegetative growth, or even reducing it, allows the Ponderosa Pine to re-establish itself as the primary 
successional species. 

Sustained Yield:  a forest that is harvested periodically, and then allowed to re-generate, either naturally 
or mechanically, will be able to produce fiber indefinitely, if properly managed 

Task Order: a defined area used by the USFS to manage and control restoration activities, from 50 to 
2,000 acres in size 

Thinning:  a harvesting methodology where certain stems are removed to encourage the vigor and 
growth of the remaining stems 

Transportation planning:  a fundamental aspect of logging, where the routes, and time of transport to 
manufacturing facilities will reflect the final cost of the fiber.  Obviously, higher value products can be 
hauled greater distances 

Understocking:  every forest stand has an optimal stocking level (number of trees per acre) to achieve 
maximum growth of a desirable end product.  Typically, a spacing between competitive stems is 
determined to meet these goals. When a stand is understocked, it allows more undesirable competition, 
faster growth, but excessive limbs, and poor form (less value in final log). It also dramatically increases 
the risk of uncontrolled wildfire 

Virgin forest:  a natural forest that has never been influenced by human behavior, extremely rare and 
wildly misinterpreted to mean “large, old, trees.”   
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Conversion Factors 
 
 

There is a surprisingly large amount of variation from empirical wood volumes and 
measurements due to moisture, growth rate, soil conditions, and species.  The units of 
measure below are considered to be a close approximation of Ponderosa Pine in the study 
area and closely follow the guidance provided in Avery’s “Forest Measurements” (3rd Ed., 
1968) 
Board Foot: 1”x12”x12”. =  b.f. 
 
Thousand Board Feet:   =  MBF 
 
Cubic Foot: 12”x12”x12”. =  12 b.f. 
 Note:  a cubic foot converted to board feet for volume comparison requires consideration for 
“saw kerf”, resulting in an actual conversion of 10.5 b.f. per cubic foot 
 
Cunit : ccf. =  One hundred cubic feet or 1050 b.f. 
 
Ton = 2000 pounds 
 
1 Ton of logs yields between 230 and 245 b.f. of sawn lumber with a kiln dried moisture 
content of 14%, depending on type of product 
 
1 MBF of Ponderosa Pine logs weighs approximately 5 tons, with bark, and moisture content 
of 45% and Is relative to International ¼ Log Rule 
 
1 c.f. of Ponderosa Pine, oven dry (0% moisture content) weighs approximately 33 pounds 
 
1 c.f. of Ponderosa Pine, green (45% moisture) weighs approximately 57 pounds 
 
1 ton of Ponderosa Pine =  35.1 c.f. =. 368.55 b.f. 
 
1 cunit of Ponderosa Pine  =  100 c.f.  =  1 ccf = 3,685 b.f.  =  3.68 MBF 
 
PROVEN YIELD by NLFP: 240 board feet per ton of logs; 4.167 tons of logs = 1 MBF 
 
Mill Capacities: 
 PRESENT:  Lumberjack Sawmill (Heber):  7.5 MBF per hour requiring 31 tons of logs 
per hour  

FUTURE:    Lumberjack Sawmill (Heber):  9.615 MBF per hour requiring 40 tons of logs 
per hour 

FUTURE:    Windfall Sawmill (Bellemont):  28.846 MBF per hour requiring 119 tons of 
logs per hour 

 
FUTURE TOTAL LOG REQUIREMENT PER HOUR: 159 TONS YIELDING 38.46 MBF/HOUR 
 

1 SHIFT (8 hrs) = 307 MBF lumber, using 1,272 tons of logs (51truckloads per day) 
 
2 SHIFTS (8 hrs @) = 614 MBF lumber, using 2,544 tons of logs (102 truckloads per day) 
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     The Study Area 

 
This analysis is for the purpose of determining the long range feasibility of establishing new, and 
improving existing softwood manufacturing in Northern Arizona.  The existing facility, located north of 
Heber-Overgaard, is currently producing approximately 15 million board feet per year, per shift, with 
improvement opportunities that could increase output by 5 million board feet per year, per shift, or a 
total of approximately 40 million board feet per year from two shifts.  A second facility is under 
construction, located near Bellemont, 15 miles west of Flagstaff.  It is expected to have an annual 
capacity when completed of 120 million board feet per year.  This study is to analyze the available 
wood fiber for these operations. 
 
The map on Page 12 of this report, (“USFS 4FRI Area….) shows these locations and their basic 
woodshed, an area included within 120 miles of each of the facilities.  It should be noted that 120 
miles is a commonly used radius for acquiring fiber, but is often extended for higher value products. 
 
The total acreage of the Study Area is approximately 17 million acres, of which roughly one third is 
considered by the USFS as timberland (land being managed for growth of 20 cubic feet per acre per 
year).  However, multiple uses, reserved areas, recreation areas and commercial developments 
have reduced the actual acreage available for harvest to approximately 3.4 million acres.  Of that 
acreage, 2.4 million acres have been designated under the CFLRP as areas to be harvested.  The 
other million acres may be sold as individual timber sales or parts of other restoration projects or 
USFS District Ranger sales. 
 
Potential sales from other governmental agencies, tribal lands and private lands were not considered 
at this time.  It does, however, represent a significant potential to add available fiber in the future, or 
in the case of actions that may inhibit the harvest from USFS lands. See Addendum 
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Forest Cover Types in Study Area.                
(Forest Ecosystem Restoration Analysis, 2018) 
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The Forest Inventory Analysis Data Base and Sampling Criteria 
 
 

Background 
 

Basic Forest Inventory: 
Phase 1 is a remote sensing phase aimed at classifying the land into forest and non-
forest and taking spatial measurements such as fragmentation, urbanization, and 
distance variables. This phase has historically been done using aerial photography, but 
is changing to a system based on satellite imagery.  

 
Phase 2 consists of a set of field sample locations distributed across the landscape with 
approximately one sample location (FIA plot) every 6,000 acres. Forested sample 
locations are visited by field crews who collect a variety of forest ecosystem data. Non 
forest locations are also visited as necessary to quantify rates of land use change.  It is 
important to note that the areas shown as Ponderosa (Forest Cover Types in Study 
Area, Page 11) are more vigorous, and growth rates are considerably higher than the 
other Cover Types. 

 
  

Forest Health Indicators: 
 

Phase 3 consists of a subset of the phase two plots (approximately 1 every 96,000 
acres) which are visited during the growing season in order to collect an extended suite 
of ecological data including full vegetation inventory, tree and crown condition, soil data, 
lichen diversity, coarse woody debris, and ozone damage.  

 
  

Timber Products Output Studies: 
 

FIA conducts Timber Products Output (TPO) studies to estimate industrial and non-
industrial uses of roundwood in a state. To estimate industrial uses of roundwood, all 
primary wood-using mills in a state are canvassed periodically.  
 
  
(United States Forest Service, FIA; fia.fs.usda.gov) 
 
This study used a combination of FIA data, other USFS data, and records of actual 
harvests and sales of products to reach the final conclusions. 
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Estimate Report Viewer 
 
 
         Design and Analysis Toolkit for Inventory and Monitoring 
Report title:  Net Volume Tonto N.F. 
Description: volume of growth 
Selected Analyses: 
 Arizona 2010 – 2019 
Selected Analyses Datasets: 
 041901:  ARIZONA 2019: 2010-2019: CURRENT AREA, CURRENT VOLUME 
 041903:  ARIZONA 2019; 2001-2019 TO 2010-2019: GROWTH, MORTALITY 
 041907:  ARIZONA 2019: 2010-2019: DWM CWD 
             041907:  ARIZONA 2019: 2010-2019: DWM DUFF 
 041907:  ARIZONA 2019: 2010-2019: DWM FWD LG 
 041907:  ARIZONA 2019: 2010-2019: DWM FWD MD 
 041907:  ARIZONA 2019: 2010-2019: DWM FWD SM 
 041907:  ARIZONA 2019: 2010-2019: DWM PILE 
Estimate attribute: Net board foot volume in the sawlog portion (International ¼ rule)(board 
feet) 
Page attribute: None 
Row attribute:  None 
Column attribute:  None 
Filters: 
   Administrative (AD) Forest:  Apache-Sitgreaves (R3), Coconino (R3), Kaibab (R3), Tonto (R3) 
Land base:  All (no filter) 
Circle latitude: 
Circle longitude: 
Circle radius: 
Confidence level:  68% 
Sampling design/estimation method: post stratification 
 
Method: The Enhanced Forest Inventory and Analysis Program – National Sampling Design 
and Estimation Procedures 
ATIM mode (live/static): Static 
Report Created: 12/24/20 01:58 PM 
Report Created by: 550ekyqaqccibdvwcesowysc 
 

Estimate 
Report cells show estimate values followed by sampling error percentages (in parentheses) 
 
TOTAL PLOTS:         471 
TOTAL VOLUME:      21,200,136,097 board feet (Int’l ¼ Rule) 
 

Example of FIA Query 
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Background of Collaborative Forest Landscape Restoration Program (CFLRP) 

 
Congress established the Collaborative Forest Landscape Restoration Program (CFLRP) with Title 
IV of the Omnibus Public Land Management Act of 2009 and later reauthorized in the Agriculture 
Improvement Act of 2018, Section 8629 of the Farm Bill 

The purpose of the Collaborative Forest Landscape Restoration Program is to encourage the 
collaborative, science-based ecosystem restoration of priority forest landscapes and: 

• encourage ecological, economic, and social sustainability;  
• leverage local resources with national and private resources;  
• facilitate the reduction of wildfire management costs, including through re-establishing 

natural fire regimes and reducing the risk of uncharacteristic wildfire;  
• demonstrate the degree to which various ecological restoration techniques achieve 

ecological and watershed health objectives; and,  
• encourage utilization of forest restoration by-products to offset treatment costs, to benefit 

local rural economies, to and improve forest health.  

Collaborative Forest Landscape Restoration Fund 
The reauthorization establishes the Collaborative Forest Landscape Restoration Fund providing 
funding authority for: 

• requests by the Secretary of up to $80,000,000 annually for fiscal years 2019 through 2023;  
• up to 50 percent of the cost of carrying out and monitoring ecological restoration treatments 

on National Forest System (NFS) land for each proposal selected;  
• up to $4 million annually for any one project;  
• up to two projects per year in any one FS region; and, 
• up to 10 projects per year nationally  

Execution of the CFLRP, Four Forest Restoration Initiative (4FRI) in the 
Study Area 

The 4FRI (page 7, Glossary) is the result of a need to restore the forests of Arizona to the 
general condition found by the settlement of the Southwest in the early to mid-19th century.  This 
site condition was typified by open, park-like, stands of Ponderosa Pine, and scattered pockets 
of Pinyon Pine and, at higher elevations, an occasional Douglas Fir.  Natural fire occurred 
periodically, either caused by lightning, or in some cases ignited by Native Americans to clear 
ground and concentrate wildlife.  Restoration of the Study Area to re-create these conditions has 
multiple, desirable, benefits: reducing the brush and understory greatly reduces the incidence of 
uncontrolled wildfire; the more open stands stimulate the growth of the naturally dominant 
species, particularly Ponderosa Pine; the open forest floor provides more beneficial run-off, thus 
improving water quality; wildlife has improved browsing conditions. 
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Execution of the CFLRP, Four Forest Restoration Initiative (4FRI) in the Study 
Area (con’t) 

 

Projects such as these must be analyzed and reviewed by and through the provisions of the National 
Environmental Policy Act.(Page 7, Glossary; Page 18, NEPA Flowchart). These may include an 
Environmental Assessment, (EA), Environmental Impact Statement(EIS), or Categorical Exclusion 
(CE). The EA is generally the first requirement, and may be followed by an EIS or CE, based on the 
conclusion reached.  Multiple alternatives are considered, including “No change” (leave the situation 
as it is), and modified alternatives. Each of these usually requires a Public Hearing, with a notice 
period to allow the public to both submit comments and to attend the hearing.  Oftentimes there are 
multiple hearings in multiple locations to afford the public every opportunity to participate. 

The decision reached through the NEPA process, which is appealable by any or all stakeholders, is 
characterized by a Record of Decision(ROD) for actions requiring an EIS or a Decision (DN) for 
actions culminating in an EA or CE. This decision gives the authority to execute to the appropriate 
Federal agency, which then advertises for proposals (or bids) to implement the action. 

FEC/NLFP plan to harvest timber under these guidelines on the Federal lands in the Study Area, 
primarily, if not exclusively, on the Kaibab, Coconino, Apache-Sitgreaves, and the Tonto.  These 
harvest plans will be executed through stewardship contracts and timber sales offered by the USFS, 
and all will have been analyzed in concert with the provisions of NEPA. 

For example, the Record of Decision on a project calling for the thinning of 586,110 acres in the 
Kaibab and Coconino NF’s, went through an extensive, multi-year EIS process that was a result of 
the collaboration of industry, environmental, and tribal involvement. It also included a “cooling off” 
period during which any concerns or objectives were brought to the attention of the USFS, or 
litigation pursued to prevent its adoption.  After 4 years the project was approved by the Federal 
government and they can now issue to NLFP/FEC specific Task Orders.  NLFP/FEC can now 
harvest in accordance with the approved procedures, monitored by a USFS inspection crew.  The 
monitoring is continuous and assures the public that NLFP/FEC is actively following the stringent 
prescriptions so approved.  The USFS has considerable acreage in the Study Area that have been 
through the NEPA process.  Many of these acres are available for contract outside of the areas 
designated as part of the 4FRI.  The restoration criteria is similar in most cases. 

All of the acres that contain Task Orders and Sales’ Areas on USFS lands have gone through this 
NEPA process and are available for harvest, either as part of the 50,000 acres/year goal, or in 
addition.  This specifically includes the non-4FRI timberlands. 
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Growth and Drain in the Study Area 

 
 

Timber grows from seed to maturity in a very dynamic environment.  The particular species that are 
addressed in this analysis are primarily Ponderosa Pine (pinus Ponderosa) with Pinyon (pinus 
monophyla) and scattered Engelmann spruce (picea Engelmania).  For the purposes of this 
analysis, the Ponderosa Pine is solely considered in the computations of sawtimber, but the spruces, 
firs, and pinyons are included in computations of biomass. 
 
The expected harvest will be predominately Ponderosa Pine: 
Common Name(s): Ponderosa Pine 
Scientific Name: Pinus ponderosa 
Distribution: Western North America 
Tree Size: 100-165 ft (30-50 m) tall, 2-4 ft (.6-1.2 m) trunk diameter 
Average Dried Weight: 33 lbs/c.f.  
Average Green Weight, at 45% moisture: 57 lbs/c.f 
Specific Gravity (Basic, 12% MC): .47 
 
Ponderosa pine growing in Arizona faces a different set of challenges to it relatives in the 
intermountain west and the eastern slopes of the Northwest.  Arizona climate creates soils that are 
typically shallow, rocky and arid.  These conditions affect tree growth to some extent throughout its 
Southwestern range.  Pine in the Rockies, for instance, have a net growth of about 5% per year, 
compared to 3% in Arizona.  The actual growth rates of the tree, however, approximate 6-8%, but 
the removals are significant.  When calculating Growth and Drain, the actual tree growth is impacted 
by fire, disease, insects, harvest, and over-maturity.  Combining these elements results in Drain.  A 
growth rate of 7% and a drain of 4% results in a net growth of 3% or a Growth/Drain ratio of 1.4:: 1 
(timber is growing 40% faster than it is being removed).  Nationwide the Growth/Drain ratio is over 2: 
timber is growing twice as fast as it is being removed. 
 
In the Study Area, 3,500,000 acres contain over 240 million tons of sawtimber and pulpwood.  Of 
that total, 15 million tons is pulpwood, and another 6.5 million tons are saplings and trees smaller 
than 3.9”.  At current market and harvest levels that equates to 260 million tons of biomass or 75 
tons / acre.    Sawtimber is larger and better stocked on the non-4FRI, Ponderosa Pine acres, which 
average between 80-110 tons/acre. (Larger, well-stocked stands, with minimal brush and 
understory) 
 
When the net growth factor of 3% is added to the minimal values for stocking, the result is an 
addition of over 3 tons per acre on the restoration areas and nearly 2.5 tons of growth overall. It is 
important to note that as the restoration activities increase, so too will the growth rate due to an 
increase in average diameter and height, reduced vegetative competition and the reduction of fire, 
disease and insects.   
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Biomass Distribution (Fiber Balance) 

 
Available biomass in the study area is divided into several components: stump, trunk, limbs, foliage, 
downed and dead wood, brush/saplings, and harvesting slash.  All are not present on every acre, 
many occurring after some form of disturbance like fire, logging, road construction or land clearing.  
For the purposes of this analysis, the harvestable biomass is considered to be that vegetation, alive 
or dead that the USFS requires to be removed.  In many cases, some portion of logging slash may 
be required to be left, as well as dead trees serving as dens or other habitations for wildlife.  
Historically this volume has been minimal, so it is not specifically addressed in the volume 
calculations. 
 
The biomass that has economic value includes the logs, the stems that are considered pulpwood 
size or quality, and the residues resulting from harvesting activities, such as sawdust, limbs, logging 
slash and other biomass designated for removal. 
 
As a reference point the published literature shows one ton of “tree” contains, by weight, 800 pounds 
of water (40-50%), 600 pounds of bark (25-35%) 300 pounds of limbs (15%) and foliage and 300 
pounds of oven dry wood (15%).  Due to variations in site and moisture content, this can easily vary 
by 10-12%, site to site.  A delivered ton of logs to a sawmill will produce between 220 and 265 board 
feet of lumber (yield).  The actual, measured fiber balance from historical logging in the Study Area 
is slightly more detailed: 
 
 Delivered, green log to mill, 45% moisture content:     100% * 
 
   Water:                                               45-55 %. (Variation due to site and 
aspect) 
 
                                     Bark:                                                   8-12 %   (Variation due to age of stem) 
 
                                     Lumber or manufactured product: 
                                                                                                42-47% (Variation due to type (s) of 
products 
 
                                     Sawdust/fines:                                    15-18%  (Variation due to sawlines/kerf 
 
                                     Chips:                                                 21-25% (Variation due to market; i.e. 
low quality lumber      
                                                                                                               vs. chip prices 
 
                                      Shavings (dry from planer mill).              7%   minimal variation 
 
*There is from 3-5% volume loss from breakage, waste, and trim loss.  It generally is an absorbed 
loss. Although most mills make every effort to convert to marketable waste such as fuel, so it does 
not impact the Fiber Balance 
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Harvesting Conditions and Protocols  
 
 

Harvesting methods that are currently being used consist of timber cutting machines, skidders, 
loaders, and road tractors with trailers.  For areas that will not be mechanically logged, individual 
fallers will cut the trees to be skidded to the appropriate landings for loading onto trailers and hauled 
to their designated market or manufacturing facility.  Onsite chippers will be utilized extensively to 
reduce the small logs, stems and some brush to chips and fuel, which saves considerably on hauling 
costs. 
 
The location of the NLFR sawmills is strategically located in the area of concentrated timberland, 
and especially the lands designated for restoration under the 4FRI, both Phase I and the future 
Phase II. 
 
The USFS closely monitors all of the “in woods” activities to assure that all of processes defined in 
the contract document are adhered to, especially road conditions and any potential environmental 
issues. 
 
The weather is a major factor in how the actual logging schedule is followed.  There are stringent 
requirements in place to minimize excessive rutting in the roads and creating unnecessary erosion 
and water quality problems.  Winter weather, which can be severe in some of the logging areas is 
especially problematic.  Logging can be done in the winter months, but only when it is sufficiently 
dry, or the ground is frozen.  The USFS can, and has in the past, closed areas to logging due to 
excessive snowfall or rain. 
 
The threat of wildfire is always present and the loggers must follow the guidance provided under 
severe fire weather conditions (high winds, low humidity, etc.).  Loggers may be required to assist 
the USFS in controlling wildfire under certain conditions. 
 
The 4FRI contract documents contain numerous provisions for road construction, maintenance and 
use.  There are also specific conditions for dealing with wildlife and certain areas of ecological 
interest.  Historically, these have not had a direct impact on logging activity or cost, as long as the 
guidance is followed.  These requirements are much like those required on District Task orders that 
are not part of the 4FRI timberlands. 
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Marketing the Fiber Products 
 

For a sawmill to operate profitably, it must be able to market all of the fiber designated for removal.  
A given tree contains water, bark, lumber products, sawdust/fines, and shavings (from the planer 
mill).  The logging site itself will produce slash and log trimmings as a result of preparing the logs for 
shipment.  This slash will be hauled to Novo Bio-power, HM3 Energy or the Genehol Company.  
Their annual requirements exceed NLFR’s capacity, allowing complete utilization of NLFP’s slash.  
NLFR has contracts in place with these entities to absorb all of this type of production.   
Similarly, whole tree chips, or chips manufactured in the woods, are sent to GroWell to be used as 
mulch and garden products. Chips produced at the lumber manufacturing operations are screened 
and sent to Packaging Corporation of America, but are also used for playground chips. 
 
The sawtimber logs will be processed at the NLFR sawmills in Heber and Bellemont.  Green lumber 
is dried to 14% in dry kilns and then dressed in the planer for final shipment.  The shavings produced 
in the planer operations are sold for horse bedding and fuel.  Sawdust from all operations is used for 
fuel and also livestock bedding. 
See “Product Markets’ Chart”, Page 20. 
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Market Use Slash Whole Tree 
Chips 

Screened 
Chips 

Sawdust Bark Planer 
Shavings 

Facility 300,000      
Novo 

BioPower 
480,000      

HM3 Energy 239,000      
Genehol Co.  60,000   54,000  

GroWell       
Pkg Corp of 

America 
  198,750 66,250   

Gen. 
Playground 

Use 

  30,000    

Dura Play   60,000    
Forest Energy    30,000  12,000 

Scotts       
Pioneer       

Livestock 
Bedding 

   20,000  10,000 

Equustock      30,000 
Internal 

(NLFP) fuel 
     4,200 

 
 
 
The chart shows the quantities of by-products that NLFR expects to produce annually, and the 
facilities that have contractual commitments to receive them.  This demonstrates the ability to utilize 
all of the fiber resulting from restoration projects.  
 
 
 
 
 
 
 
 
 
 
 
 
 

Distribution of By-Products and Annual Off-take 
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Risks and Variabilities 
 
The USFS is committed to offering timberlands identified in their strategic plan for restoration to a 
more natural, Ponderosa Pine forest type.  This mandates the removal of millions of tons of 
undesirable stems and vegetation in order to achieve the “open, park-like stand” that typifies mature 
Ponderosa Pine.  These restoration projects are subject to Congressional action, Presidential Order, 
and changes in the USFS philosophy.  The environmental community, and the other stakeholders 
involved with the 4FRI see and understand the benefits of restoration and are likely to continue to 
support the program. 
 
In addition to the 2.4 million acres currently being offered by the USFS, they are authorized under 
the CFLRP to offer another 1 million acres. (see Addendum, following)  It is expected that these 
acres will be restored under the same basic guidelines as previously defined.  There are also 
additional blocks of timber that will be offered by each of the Districts, on each forest, adding more 
available volume. 
Currently there are two operating lumber manufacturing facilities in the Study Area:  NLFR and 
NovoStar.  Since these firms are working together, they will have a market advantage over any 
future or potential competition.  They also have the experience, the relationships, and the knowledge 
that the USFS needs to be successful with the Restoration program.  
 
It is very significant that the USFS has only received timber sale bids from five different entities 
during the last 5 years. Of the 14 timber sales shown, Tri-Star Logging, a partner of NLFR, was 
successful in purchasing and executing 9 sales, or 65%. Of the competing bidders, two sell their logs 
to NLFR, one is no longer in business and the other operates well outside of the Northern Arizona 
study area.  Consequently, it is fair to assume that, going forward, virtually all of the USFS logs 
harvested end up at a NLFR facility.  
 
While all timber sale price information is not publicly available, we were able to assemble data from 
the USFS for 14 timber sales during the period 2015-2018, totaling approximately 15,000 acres. The 
weighted average cost per ton for timer on those sales was $4.37.  Of the sales reviewed only one 
required any slash removal, and the price per ton for that example (which required 50% slash 
removal) was $2.30 per ton.  Finally, only one example timber sale from the available data was 
located in the Company’s western Arizona region, and that sale was sold for $1.29 per ton.  NLFR 
projections assume an average stumpage cost of $4.37 per ton, but also conservatively assume 
25% slash removal across all timber sales (as noted, timber sales generally do not require slash 
removal by the contractor).  We find those assumptions to be reasonable and believe that NLFR 
should be able to win most of the available timber sales at an average price of $4.37 per ton, or less.  
NLFR can afford a multiple of this should it be required, but the vast majority of timber sales 
previously offered end up in an NLFR mill or are simply not bid on at all.  Consequently, it is far more 
likely for NLFR to pay less than $4.37 per ton for future timber offerings by the USFS. 

NLFR can be expected to receive the vast majority of the harvests allowed from the 50,000 acre 
commitment of the USFS.  With the fiber requirements, (Conclusions, Page 28) of this analysis, 
NLFR will be able to meet or exceed their fiber requirements for 20 years or more, irrespective of 
whether or not NLFR is awarded the Phase II, 4FRI Contract.  
A sample extract from the USFS Bid Statistics Worksheet is shown on Page 26, Bid Statistics’ 
Sample Worksheet. 
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NLFR has the flexibility to adjust their production potential by adding or deleting shifts, extra 
workdays, and overtime.  This allows them to consistently maximize operations within the constraints 
of the fiber supply. 
 
It is possible that the volumes offered may encourage a new player to construct an additional 
manufacturing facility that would compete directly with NLFR.  However, this is a huge challenge.  A 
competitor would have to build a mill, establish off-take agreements, create a logging and road 
construction infrastructure, hire and train a new labor force, and compete effectively in the 
marketplace.  Although a risk, it is considered minimal. 
 
NLFR is positioned to remain the dominant operation, with one operating mill, one under 
construction, and the total infrastructure in place to handle the fiber produced from the USFS 
restoration and harvesting program. 
 
 
 
 
 
 

 

National Forest Cost/Ton # of 
Bidders

Winning Bidder Sale Date
Estimated 

Volume 
(Tons)

Comments

Coconino $3.51 1 Tri-Star Logging 08/15/17 32,357 NLFR Partner

Kaibab $4.76 1
Bob Lee & Sons Tree 

Service
05/04/17 44,287 NLFR Supplier

Kaibab $1.29 1
H & D Forest 

Products, Inc
06/08/17 12,896 Out of Business

Apache-Sitgreaves $0.07 1 Tri-Star Logging 06/20/17 8,741 Fuelwood Only

Apache-Sitgreaves $3.17 1 Tri-Star Logging 08/13/15 63,392 NLFR Partner

Apache-Sitgreaves $6.31 1 Tri-Star Logging 08/17/17 81,958 NLFR Partner

Apache-Sitgreaves $0.08 1 Tri-Star Logging 09/06/17 8,053 NLFR Partner

Apache-Sitgreaves $3.32 1 Tri-Star Logging 06/22/17 11,589 NLFR Partner

Apache-Sitgreaves $6.58 2 Forest Energy Corp. 01/31/17 39,319 NLFR Partner

Apache-Sitgreaves $1.94 1 Tri-Star Logging 09/20/17 39,031 NLFR Partner

Tonto $2.30 2 Tri-Star Logging 03/21/17 17,018 NLFR Partner

Tonto $3.73 2 Tri-Star Logging 09/26/17 19,746 NLFR Partner

Weighted Average $4.37 15 378,387

Bid Statistics Sample Worksheet

TOTAL TONS OFFERED
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Addendum 
 

Following the original final draft of this analysis, dated July 7, 2021, the United States Forest Service 
announced the cancellation of the awarding of the Phase II acreage to the Four Forest Restoration 
Initiative (4FRI).  Fortunately, this will not have a major effect on NewLife Forest Restoration (the 
new name adopted by the owners, previously referred to in this analysis as NewLife Forest 
Products).   
 
As previously referenced in this analysis, there is more than sufficient acreage  available in Northern 
Arizona to meet the manufacturing requirements of the NLFR facilities, even with the cancellation of 
Phase II.  
NLFR will focus their procurement efforts on the areas defined by the USFS to meet their (USFS) 
commitment to harvest/restore a minimum of 50,000 acres per year.  This area, approximately one 
million (1,000,000) acres, which has been evaluated under the NEPA guidelines and qualifies as 
harvestable areas under CFLRP, would be the areas from which the additional timber and acreage 
would be drawn.  The USFS commitment, clearly stated, provides that acreage harvested or treated 
under the CFLRP will be comprised of 4FRI acreage plus other harvesting areas that total 50,000 
acres per year.  For example, if 20,000 acres is harvested/restored under the 4FRI, then an 
additional 30,000 acres would be required from other identified areas within the forests. 
 
Over the last several years, the USFS has offered more than 34,000 acres per year of non-4FRI 
timber for sale. Those sales have averaged more than 20 tons per acre.  NLFR has been operating 
with a lumber recovery of slightly more than 4 tons of logs per thousand board feet, so each acre 
would yield about 5 MBF, a solidly operable average. This volume coupled with existing 4FRI 
volumes will provide sufficient fiber for NLFR to supply its facilities well into the future.  It is also of 
value to note that the quality of many of these non-4FRI sales is better, particularly in grade and 
volume per acre. 
 
 

ANNUAL HARVESTED ACREAGE (USFS, 2018-2021) 
 

YEAR ACTUAL 
ACRES* 

ANNUAL** BASE CASE 
REQUIREMENT 

REQUIREMENT 
/SALES (B/A) 

NOTES 

2018 50,681 50,681 24,926 49%  
2019 36,039 36,039 24,926 69%  
2020 20,729 20,729 24,926 120% Pandemic 

Year 
2021 15,999 27,426 24,926 91% Pandemic 

Year 
*Assumed 
conversions 

**For 2021 
annual acreage 
through July, 
assumes same 
rate of timber 
sales 

    

 
 
 

ANNUAL HARVESTED ACREAGE (USFS, 2018-2021)  
cont’d 
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AVERAGE 
 

ACREAGE ANNUAL BASE CASE 
REQUIREMENT 

REQUIREMENT 
SALES 

NOTES 

2018-2021  34,451 24,926 72%  
2018-2019  43,360 24,926 57%  
2018-2019+  39762 24,926 63%  
2021**      
** For 2021 
annual acreage 
through July, 
assumes same 
rate of timber 
sales 

     

 
 
It is very significant that the USFS has only received timber sale bids from five different entities 
during the last five years.  Of the competing bidders, two sell their logs to NLFR, one is no longer 
business and the other operates well outside of the Northern Arizona Study Area.  Consequently, it 
fair to assume that going forward, virtually all of the USFS logs harvested end up at a NLFR facility.  
Absent any new purchaser in the Study Area, NLFR will receive the vast majority of the fiber 
harvests offered from the 50,000 acre commitment of the USFS. 
 
If unforeseen events should impede the harvesting program, the NLFR facilities would still be able to 
continue operations by modifying their shift schedule, or possibly even eliminating a shift until such 
time as the fiber supply resumed.  However, the procurement team would be able to anticipate these 
events and would be pursuing some of the other options available to them, particularly harvests from 
state lands.  The USFS, with the approved backlog of non-4FRI task orders is not likely to have any 
problems maintaining their current rates of harvest.  During the last several years Northern Arizona 
has experienced extremes in weather and fire conditions, yet the USFS has been able to maintain 
their schedule with minimal delays. 
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Conclusions 
 
 

  
NLFR has ample sources of logs available to meet its needs given the available supply of timber, the 
need to thin the forests before another catastrophic fire event, and the dearth of other operators in 
Arizona. In summary, we find the following: 
  

• Phase I 4FRI: NLFR’s existing 4FRI Phase I contract has approximately 48,000 acres 
outstanding. In accordance with Amendment 1 of the original contract solicitation for Phase I, 
NLFR will be able to continue to harvest those acres beyond the master contract closing date 
(May of 2022), completing the acres outstanding within the specific time period allocated to 
them by their Phase I Task Orders. Task Order timing is generally 2-3 years, depending on a 
range of factors, which would give NLFP approximately until the end of 2024 to process the 
remaining acres under their existing contract for any Task Orders which are issued but as yet 
unopened (approximately 40,000 acres) in May of 2022. NLFP intends to complete the other 
remaining ~8,000 acres before May of 2022.  

• US Forest Service Timber Sales: The US Forest Service has committed to making available 
50,000 acres of timber sales per year  NLFR is the only industry player in the 4FRI operating 
area with kiln drying, planing and remanufacturing capacity. As such, NLFR is able to extract 
more value from fiber coming off timber sales than any other local industry player and is 
therefore able to outbid other organizations for the timber sales. NLFR would also continue 
to buy gate wood from other local loggers to feed their mills, as the company currently does 
today. This model allows local loggers to compete for the timber sales amongst each other 
with NLFR being the only outlet for logs in the area. Purchasing logs or timber sales would 
also mean NLFR does not need to fund or manage biomass removal as that activity is 
handled by the US Forest Service in timber sales. 

• White Mountain Apache: White Mountain Apache sell logs to 3rd parties. The Apache in 
Arizona have 700,000 acres of forestland, which, on a 75-year rotation, would mean they 
have 9,333 acre equivalent of fiber available annually. The benefits of working with the 
Apache include again not having a requirement to fund or manage biomass removal and a 
generally higher quality of log availability.  

• State of Arizona: The State of Arizona has acres in need of thinning. One of NLFR’s existing 
log suppliers, Perkins Timber, harvests 1,500-2,000 acres per year of State forestland, which 
is work subsidized by the State of Arizona. We estimate there are some 6,000 acres per year 
available from the State of Arizona. In addition to the advantage of the work being subsidized 
by State funds, NLFR would not have to fund or manage biomass removal on State timber 
sales.  

• Other: there are multiple other sources of forestland in need of thinning, ranging from 20,000 
acres at Camp Navajo to private lands and other national forests in the state which are not 
part of 4FRI.  

  
Overall, there are an estimated 65,000+ acres per year available as a supply source for NLFR. As 
the only major operator in the State of Arizona, we are confident that NLFR will be able to supply  its 
facilities for a virtually indefinite period. 
The 3.5 million acre Study Area in Northern Arizona, including parts of 5 National Forests, and 
specifically the 2.4 million acres included in the Four Forest Restoration Initiative, produces and will 
continue to produce an abundance of wood fiber, growing at a rate that exceeds the planned 
removals by NewLife Forest Restoration (NLFR).  At the planned rate of harvest, the next 20 years 
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will see a net increase in total fiber volume on the timberlands. Coupled with the USFS commitment 
to harvest and restore approximately 50,000 acres per year, NLFR will have more than an adequate 
supply of fiber from the Study Area. 
 
A major challenge, and potential obstacle to success, will be NLFR’s ability to restore the 26 
thousand acres each year required by the USFS.  The sawmill capacities, and the capacities of the 
off-take facilities, are not issues, and, in fact, can be easily addressed by new construction.  The 
manpower, management tempo, and diligence to restore over 200 acres per day will be critical to 
long term success.  The infrastructure will need to expand with harvesting progress and contingency 
planning will be paramount.  NLFR’s current operating plan meets these objectives.  The USFS will 
only allow a certain number of Task Orders to be open to logging at any given time, so scheduling 
the work, assigning the manpower and proper equipment, and meeting the USFS standards will 
define the future. 
 
There are significant variables that make it difficult to accurately predict volumes on a forest.  The 
Forest Inventory Analysis program used by the USFS is a superb tool for extrapolating sample data 
to determine very good estimates of volume factors in a given area.  It will be incumbent on NLFR to 
constantly evaluate the areas where they are working to preclude any surprises in species 
distribution, size distribution, and certainly volume distribution.  These factors are critical to 
maintaining a stead supply of fiber to the various mills and fiber users, whether sawmill or fuel users.  
NLFR’s experience over the last 7 years should enable them to be “ahead of the curve”, having 
experienced the conditions on the ground. 
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Restoration Results 
 
 
 

 
 
 
 
 

 
 

Ponderosa Pine site before restoration activities 

Ponderosa Pine site after restoration activities 
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NewLife Forest Restoration, LLC and its operating company, NewLife Forest Products, LLC, commissioned Forest Economic 
Advisors, LLC (FEA) to produce a 15-year forecast of North American lumber markets. This report is a summary of our forecast. 
Detailed data tables are available in the Appendix.

PONDEROSA PINE MARKETS  
OVER THE NEXT 15 YEARS
EXECUTIVE SUMMARY
NewLife Forest Restoration, LLC produces lumber out of ponderosa pine, a softwood species that grows only in the US West. 

Moreover, ponderosa pine predominantly grows in arid climates, where private owners have less incentive to invest in genetic 

engineering and plantations; this means the trees take a long time to reach merchantable (harvestable) age. This is important 

given that the longer it takes to grow a tree to be processed into lumber, the less potential supply there is for that product. NewLife 

Forest Restoration, LLC has contractual access to US Forest Service (USFS) timber, and the USFS has stated and demonstrated 

that it intends to dramatically increase its timber sales in the region. Because of this, NewLife Forest Restoration, LLC does not 

face the same timber-supply constraints as companies reliant on private supply. As a result, NewLife Forest Restoration, LLC is 

well positioned to take advantage of growing North American demand for lumber.

High-quality ponderosa pine is used mainly in finished interior applications such as doors, moldings and cabinets. Lower-quality 

ponderosa pine is used primarily for packaging (boxes and crates). Therefore, the main drivers of ponderosa pine demand are 

residential construction (both new and residential improvements) and industrial use.

New residential construction markets are coming off their worst period in decades. In fact, since the Great Recession, housing 

starts have averaged below the lowest recession year since World War II. Meanwhile, the United States has added over two 

million adults to our population each year. Each of these new adults needs a place to live, but we have not been building enough 

of them. This “pent-up” demand has begun to be released, as evidenced by strong housing markets in 2020–21. In addition, the 

two largest age groups in the US are 29 and 30 years old; this large population group is entering their prime homebuying years. 

Tremendous pent-up demand, combined with robust demographic tailwinds, will lead to strong housing starts over the next 

decade.

Residential improvement markets will also be strong over the next decade. The median age of a home in the US was 42 years in 

2019 (the latest year for which data are available). The average size of our current housing stock was 1,721 square feet in 2020, 

while the average new home built (single-family and multifamily) was 2,082 square feet—23% larger. With interest rates low, 

homeowners will be tapping into record levels of equity in order to enlarge their homes and bring them up to more “modern” 

standards. 

Industrial markets tend to grow at a rate similar to that of the overall economy. The trillions of dollars being pumped into the US 

economy by federal stimulus programs should bolster the manufacturing sector. Moreover, we believe the US is currently turning 

inward and is less interested in international trade than in the 1990s and 2000s. Therefore, we expect some manufacturing to 

be “reshored.” As a result, we are anticipating that industrial production will grow robustly over the next 10–15 years.

Together, residential construction and industrial markets account for about 95% of lumber consumption. With both of these 

markets poised for strong growth, we expect lumber demand to increase robustly. Total demand on North American mills 

(domestic consumption plus exports minus imports) is expected to grow by an average of 1.6% per year over the forecast horizon. 

This will raise demand from 60.8 billion board feet (BBF) in 2020 to 68.8 BBF in 2025, 71.9 BBF in 2030, and 76.7 BBF by 2035. 
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Moreover, demand on North American mills will average 68.4 BBF over the length of the forecast. This will be 12% (7.4 BBF) 

above the average of the past five years. While these numbers represent overall lumber markets, the fact that ponderosa pine 

consumption is weighted more heavily than overall lumber to the three main end-use markets—new residential construction, 

residential improvements, and industrial uses—leads us to expect similar to stronger performance in ponderosa pine demand. 

The supply of lumber is tied to timber supply: without timber, you cannot produce lumber. As mentioned above, ponderosa 

pine grows in arid regions. Private timberland owners have not invested in genetic modifications, herbicides, or fertilizers for 

ponderosa pine because the drier climates are not conducive to fast-growing plantations. Therefore, the supply of private 

ponderosa pine will be limited over the next decade. This is not the case for public lands, which hold significant volumes of 

ponderosa pine. The issue with the public supplies, however, is that most are not accessible to industry. Environmental groups 

have been extremely effective at locking the industry out of the public lands, so these volumes are unlikely to become accessible 

over the next 10–15 years.

Unlike ponderosa pine sawmills in other regions, NewLife Forest Restoration, LLC is not fiber-supply-constrained given it holds 

the US Forest Service’s largest stewardship contract (Phase 1 of the Four Forest Resource Initiative, or 4FRI). Even though the 

USFS has not yet awarded timber supply contracts beyond Phase 1, we assume NewLife Forest Restoration, LLC will not be 

fiber-supply-constrained, as the USDA’s Forest Service’s (USFS) stated intention is to work “…on the critical, large-scale 

restoration vision of 4FR and continuing our work to reduce the threats of destructive wildfire.”.  The USFS initially proposed 

offering 50,000 acres per year of timber.  This would supply more than three times the region’s current capacity without 

NewLife Forest Restoration, LLC’s Windfall Mill, and 10% more fiber than the region’s current capacity when NewLife’s 

proposed Windfall Mill is included. Since the USFS’s objective is “thinning” or cleaning up the forest to prevent destructive 

wildfires, we believe it will ultimately offer at least 50,000 acres per year. With the region having just three other mills with 60 

million board feet (MMBF) of total capacity, the USFS cannot reach its objective without fully supplying NewLife Forest 

Restoration, LLC’s Windfall Mill fiber needs. 

While demand for ponderosa pine will grow robustly, supply growth will be hampered by the fiber-supply constraints detailed 

above. Therefore, we expect operating rates at ponderosa pine mills to tighten over the next decade; prices, at an average 

price of $600 per thousand board feet (MBF) over the entire forecast period, will be 7% above the average of the past 15 

years. Since NewLife Forest Restoration, LLC anticipates having access to significant fiber supply, the company is well 

positioned to take advantage of these higher prices.
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LUMBER MARKET OVERVIEW

DEMAND

About 70% of lumber in North America is consumed in residential construction (Graph 1). Industrial markets make up the 

next largest market at 25%, with nonresidential construction being the smallest at 5%. Over the past five years, residential 

improvements (additions, alterations, and improvements) accounted for a bit over half of all residential construction demand. 

While slightly more lumber was consumed in improvement markets over the past five years, this is in part because new residential 

construction markets have been extremely weak coming out of the 2008–09 Great Recession (which disproportionately 

impacted new residential construction 

markets). Historically, new residential 

construction has consumed slightly 

more lumber than residential 

improvement markets. 

SUPPLY

Over the past five years, Canadian and 

western US producers each supplied 

a little under one-third of US lumber 

consumption, with slightly over 

one-third supplied by southern US 

producers. Approximately 3% each was 

supplied by other US producing regions 

and offshore imports (Graph 2).

There has been a shift in regional 

production over the past 15 years 

created by changes in fiber-supply dynamics 

around North America (Graph 3). British 

Columbia’s share of US consumption was 

cut in half between 2005 and 2020 as the 

region’s lodgepole pine resource experienced 

the devastation of a mountain pine beetle 

epidemic. Meanwhile, the US south has 

seen its share increase from 30% to 40% as 

fiber from the region’s heavy investment 

into timber plantations has come to market. 

Finally, the US west’s share of US consumption 

has fallen from a peak of 33% in 2012–13 to 

28% in 2020. The US West has not seen the 

extensive investment in plantations that we 

saw in the South, due to the fact that logs 

grow more slowly in the former region. 

Beyond that, the reasons for the decline differ 

Res. Construction
32%

Res. Improvements
38%

Industrial
25%

Nonres. Construction
5%

Graph 1
End-Use Market Share of US Consumption, 2016–20
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Graph 2
Regional Supply Share of US Consumption, 2016–20
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by subregion in the US West. Export markets play a more important role in the US West Coast region, limiting logs available for 

domestic consumption. Meanwhile, in the Inland area, the drier climate is not conducive to fast-growing plantations, and a higher 

proportion of the land is publicly held. Therefore, the Inland has not seen investment into plantations. 

DYNAMICS FACING LUMBER MARKETS OVER THE NEXT 15 YEARS

SUPPLY

Lumber market dynamics over the next 15 years will be extremely different from those of the past 15. At its peak prior to the 

Great Recession (2008–09), new residential construction accounted for nearly one-half of all lumber consumed in the US. While 

the US economy recovered relatively quickly from the Great Recession, housing starts saw their worst 15-year period since World 

War II—and this despite having almost 200 million more people. In fact, since that recessionary period, the average number of 

housing starts has remained below all post-WWII recession lows (Graph 4). Put another way, while the Great Recession lasted 

for two years for the overall US economy, it lasted for over a decade for builders and their associated industries, one of them 

being lumber production.

Weak housing markets translated into sharply lower consumption. Total North American lumber consumption peaked at 76.7 BBF 

in 2005 (Graph 5). By 2009, consumption had fallen nearly 50% (or 35 BBF), where it remained for three years. While the decline 

in consumption was sharp and steep, the recovery was anything but that. In the subsequent four years, lumber consumption 

grew by just 10.0 BBF and was still 33% below its 2005 peak.

You cannot have a recession lasting a decade-plus in an industry without dramatic changes being seen in that industry. Between 

2006 and 2015, 240 North American mills—representing 16.6 BBF of production—closed permanently. 

Over the next five years (2015–20), lumber consumption continued its slow recovery, growing by 8.2 BBF. However, with the 

collapse in British Columbia’s fiber supply, we saw an additional 41 mills—representing 3.6 BBF of lumber production—close. 

In total, 20.2 BBF of lumber capacity was lost due to the Great Recession. While some of this lost capacity has been replaced by 

new mills in the US South, as well as expansions at existing facilities, the new mills and expansions—at just over 7.0 BBF between 

2017 and 2020—have been far below closures. 
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UNDERLYING DEMAND FOR LUMBER
Underlying demand for new housing units (mainly a combination of household formations, removals, and second-home demand) 

has averaged nearly 1.50 million units per year over the past 15 years. During this time, the US built just 1.06 million homes per 

year on average. By this measure, we have underbuilt by over 6.40 million units. Some of this underbuilding was in response to 

early-2000s overbuilding, yet still, as of 2020, the US housing market is underbuilt by 4.44 million units (Graph 6). This pent-up 

demand will be released over the next decade as strong income growth and low interest rates make housing more affordable. 
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In addition to strong pent-up demand, US demographics are highly favorable to higher housing starts over the next decade-plus 

(Graph 7). The largest age groups in the US are currently 29- and 30-year-olds. This age cohort will be moving through its prime 

homebuying and “fixing-up” years over the next decade. Moreover, households have historically shifted from multifamily to 

single-family housing when adult members are in their 30s. These two demographic factors will help to propel housing markets.

Finally, demand from additions, alterations, and improvements should be robust over the next 10–15 years. Our housing stock 

is old: the median age of owner-occupied housing in the US was 42 years in 2019 (the latest data available). In addition, homes 

built 42 years ago were significantly smaller than those built today. Therefore, even with renovations that have taken place over 

the last four decades, the mean size of the US’s current housing stock is 1,721 square feet. The compares to a weighted (single-
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family/multifamily) average home size of 2,082 square feet in 2020. Therefore, homeowners buying an “average” home who 

want to modernize will need to add an additional 20% to the size of their house. 

IMPORTS

The main competition for ponderosa pine boards is New Zealand and Chilean radiata pine. We expect imports of both Chilean 

and New Zealand radiata pine boards to increase slightly amid high lumber prices and strong demand over the next four to five 

years, but then decline slightly in 2026–35. Chile’s 2017 wildfires affected more than 12% of the country’s plantation resource, 

limiting its ability to increase harvests in the longer run. New Zealand’s harvest is currently approaching sustainable levels, so its 

ability to increase harvests after mid-decade will be constrained. 

PRICES

With strong fundamentals underlying lumber end-use markets over the forecast, we expect demand on North American lumber 

mills (consumption plus exports minus imports) to average 68.4 BBF per year over the next 15 years. This is 20% above average 

consumption of 57.3 BBF per year during the past 10 years. Moreover, demand, averaging 72.2 BBF per year over the final five 

years of the forecast, will be 27% (or 15.3 BBF) above the average of the past five years.

Meanwhile, fiber-supply constraints will hamper North American mills’ ability to rapidly ramp up capacity to meet rising demand. 

We expect capacity to increase by an average 0.9% per year between 2021 and 2035. This compares to expected demand growth 

of 1.6% per year. 

As a result, operating rates will tighten. We anticipate operating rates will increase from their average of 86% over the past five 

years to a 90% average over the last five years of the forecast.

Rising operating rates will push nominal prices higher in the next 15 years. On average, across the 30 ponderosa pine California mill 

prices we forecast, we expect levels over the next five years (2021–25) to be 34% higher than prices over the past five-year period 

(2016–20). In addition, we foresee prices over the final five years of the forecast exceeding the level of the first five years by 8%.

Initially, we are projecting inflation-adjusted prices to rise. Over the first five years of the outlook (2021–25), we are forecasting 

inflation-adjusted prices to be 7% higher than over the previous five years (2016–20). We do anticipate prices to trend lower over 

the last 10 years of the forecast horizon. Why is that? Historically, real lumber prices fall. Over the past 20 years, inflation-adjusted 

ponderosa pine prices have dropped by an average of 0.13% per year. Over the 15-year forecast, we believe inflation-adjusted 

prices will see essentially no change (an average annual increase of 0.01%).

Given NewLife Forest Restoration, LLC’s likely access to an increasing supply of USFS timber, and the lack of competition for that 

fiber, the company is well positioned to take advantage of expected higher lumber prices over the next decade.

FORECAST DETAILS (The following sections detail our forecast through 2035.)

ECONOMIC LANDSCAPE

REAL ECONOMY

While the US has not performed well from a public health standpoint during the pandemic, its economic performance has been 

among the best in comparison to other advanced economies. This relative outperformance is due primarily to a well-timed and 

aggressive policy response, with the nascent housing boom also a contributing factor. Contrary to public opinion, US performance 

is not the result of a decision to sacrifice public health at the altar of economic growth. According to Oxford University’s Stringency 

Index, the US has been in the middle of the pack with regard to COVID-19-related restrictions. 
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FEA is not the only organization that has become increasingly bullish on the US economic outlook. According to IMF projections, 

US economic output in 2022 will be 4% higher than its 2019 level—this is by far the best expected performance among any of the 

major advanced economies. In 2021, the US economy is likely to post its strongest real GDP growth rate since 1984—when output 

expanded by 7.2%. The IMF’s current forecast shows a 5.1% growth rate for 2021, and the FEA forecast is even more optimistic at 

5.7% (Graph 8). And, whereas the IMF expects real GDP growth to dip to 2.5% in 2022, we anticipate the US will keep the party 

going in 2022 with a 3.9% growth rate. The primary risk to this forecast is virus-related. If for some reason the vaccines prove 

ineffective against either the current strains of the virus or future mutations, then this forecast will prove to be too optimistic. 

Also, if growth comes in stronger than we project in 2021, we will likely revise our 2022 forecast downward. 

Why do we expect the US economy to experience its highest growth rate in 37 years? Consider the following:

• It will be growing from a low base. 

• The vaccine effort is gaining steam after a slow start. 

• The US economy is already on a recovery path and is being hit with a massive stimulus of up to $1.9T. 

• Households are in excellent financial shape overall, though it is undeniable that low-income households are suffering. 

• Finally, the housing boom appears to be in its early stages after a dozen years of underbuilding, as evidenced by rock-bottom 

inventories and much-improved demographics. 

The medium-term forecast shows real GDP continuing to grow above its long-term trend for several years as the economy repairs 

the massive dislocations caused by the pandemic. Growth is projected to dip to 2.7% in 2023, and then bounce back to 3.3% 

in 2024 and 3.8% in 2025. Much of this relatively strong activity will be driven by the expected housing boom and the myriad 

multiplier effects associated with that. The economy is expected to lose momentum in 2026 and reach a cyclical bottom in 2027 

at 1.1%, then return to a cyclical peak in 2030 at 3.8% growth (equal to 2025). GDP growth in the US is expected to average 3.9% 

during 2021–25, 2.4% in 2026–30, and 2.1% between 2031 and 2035. 
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The forecast shows real GDP growth averaging 2.8% per year during 2021–35. This would exceed the average growth rate during 

2000–19 by almost a full percentage point. Part of the reason for this optimistic forecast is that the US economy will be coming 

out of the worst recession since the Great Depression.

BUSINESS INVESTMENT

Our current forecast shows overall investment increasing over the next several quarters as firms continue to adjust to a lower 

demand environment. Business equipment (which accounts for 42% of total nonresidential investment) and intellectual property 

products (36% of total nonresidential investment) will continue to recover. Unfortunately, the prognosis for nonresidential 

investment (22% of total nonresidential investment) remains weak. 

Within a few years, some sectors will start to benefit from the reshoring of strategic industries back to the US and the burgeoning 

desire to diversify supply chains away from reliance on China. The tight labor market had been a key driver of labor-saving 

investments, but that will not be the case in a few more years. 

The base forecast shows real business investment expanding by 6% in 2021 after shrinking by 4% in 2020. The sector is projected 

to average 4.12% annual growth over the 2020−25 forecast period (Graph 9). By comparison, the sector averaged 3.5% real 

growth over the five years ending in 2019. Our current forecast envisions a return to the 2019 level of business investment by 

the end of 2021. The risks to our medium-term forecast are tilted toward stronger growth as reshoring, an economic revival, 

and aging equipment have the potential to ignite an investment boom after COVID-19 is no longer a major presence in our lives. 

Over the long term, business investment is expected to average 1.9% in the 2026–35 period, peaking at 3.5% in 2030 and 2035.

EMPLOYMENT

One year ago, the US employment market was tighter than it had been at any time since the late 1990s. The unemployment 

rate was just 3.5%, there were more job openings than unemployed people to fill them, and wage growth had finally started 

to gain momentum. Fast-forward 12 months and the loss in employment remains staggering, even though the unemployment 

rate improved markedly relative to the consensus forecast from last spring. January 2021 payrolls were 9.9M lower than their 
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February 2020 counterpart. The primary driver of unemployment has been related more to COVID-19 restrictions rather than to 

weak demand. 

The loss in income has thus far been less severe than the loss in jobs would indicate, for two main reasons. First, the bottom 

40% of households account for only 11% of income, while the top 40% of households account for 75% of income. Most of the 

job losses have been concentrated in the bottom 40%. Second, the increase in unemployment payments on top of the state 

unemployment benefits will provide important support to people who are unemployed due primarily to COVID-19 restrictions. 

There is a tremendous amount of uncertainty surrounding the employment outlook. Our forecast assumes that the unemployment 

rate will recede in fits and starts from its current level of 6.3% as increases in employment become offset by a rising number of 

people reentering the labor force. FEA’s forecast shows the unemployment rate ending 2021 at 5.7% and 2022 at 5.1%. We don’t 

expect the jobless rate to fall below 4% until 2024. Until recently, the CBO was rather pessimistic with regard to the employment 

market, but its more recent projections reflect a much more optimistic outlook: it forecasts the jobless rate to end 2021 at 5.3% 

and 2022 at 4.9%.

Demographic and immigration trends tell us that labor shortages will once again become a constraint on US economic growth. 

Given the magnitude of the near-term demand destruction, those concerns are unlikely to return within the next three or four 

years. Tight labor markets will start to become a concern again starting in the mid-2020s. 

INFLATION 

We expect the Fed to fall short of its 2% inflation target in the near term, and the forecast shows CPI inflation of 1.8% for 2021 

following a 1.3% rate in 2020. Further out, we are projecting inflation rates of 1.8% in 2022, 1.9% in 2023, and 2.3% in 2024 (when 

the economy really starts to accelerate). It is not out of the realm of possibility that an overly aggressive Fed could let inflation 

get out of hand, but we would assign a low probability to such a scenario based on recent experience in Europe and Japan. We 

are fairly concerned about the long-term outlook for inflation. Our base forecast shows CPI inflation averaging 2.4% from 2026 

to 2035. By comparison, the Cleveland Fed’s expected inflation calculation shows an average CPI inflation rate of just 1.6% over 

that period. 

INTEREST RATES

The 10-year Treasury yield started to decline in January as the damage to the Chinese economy became evident, and it dived in 

early March when it became apparent the US economy would suffer major damage. After trading in a narrow range near 0.6% 

over the summer, it has since increased to its current level of 1.7%. We anticipate the yield to rise very gradually over the next 

several years as the economy improves and deflationary pressures ease. The forecast shows an average 10-year yield of 2.0% 

by 2025, 3.6% by 2030, and 3.9% by 2035 (Graph 10). 

Low mortgage rates continue to support housing demand, and we do not expect that to change despite the increase in the 10-

year benchmark government bond yield from which the 30-year mortgage rate typically takes its cues. Typically, the 30-year 

mortgage rate runs about 1.7% higher than the 10-year bond yield. That premium surged during the pandemic and only gradually 

returned to its historical spread. This helps explain why mortgage rates have declined by 16 basis points since August even as 

10-year bond yields have risen by 45 basis points. The forecast shows mortgage rates increasing gradually over the next several 

years in line with the projected gradual increase in 10-year bond yields. We do not anticipate the increase to be sufficient to 

offset the other tailwinds driving the housing market, such as low inventories and very favorable demographics. 
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CANADA

The Canadian economic outlook is projected to mirror that of the US, for many of the same reasons. While Canada continues to 

outperform the US and Europe when it comes to pandemic cases and deaths, its economy is paying a heavy price. In its recent 

January 2021 update to its World Economic Outlook, the IMF cut its forecast for real GDP growth in 2021 by 1.6% even as it 

raised its projection for US GDP by 2%. The FEA forecast assumes that Canada will expand by 4.3% in 2021 following a 5.6% 

contraction in 2020. 

Canada’s job market is holding up surprisingly well despite stringent COVID-19 restrictions. Our forecast assumes that the Canadian 

economy will continue to mend, and that Canadian real GDP will return to its 2019Q4 level by the middle of 2021. Canada’s real 

GDP growth is projected to fall well short of US growth in 2021, and then fall slightly short of US growth from 2022 to 2025. 

It should also be noted that, despite its huge land area and relatively small population, Canada is a more urbanized country 

than the US. Over the last 10 years, Canada’s single-family share of housing starts has averaged 37.7%—compared to 69.2% in 

the US—and the share has been trending down over time. This is in contrast to the US where it has been roughly flat. In stark 

contrast to the US, Canada’s housing market is not underbuilt; moreover, household debt in Canada is near a record level, unlike 

the US situation. As a result, we do not envision the residential-construction sector outperforming in Canada—as we do in the 

US. Canada’s real GDP is projected to fall short of that of the US over the medium term and roughly match US growth over the 

long term; however, it will underperform US real GDP growth over the next few years. The forecast shows Canadian real GDP 

growth averaging 3.5% in 2021–25, 2.1% in 2026–30, and 1.8% in 2031–35.

THE CANADIAN DOLLAR–US DOLLAR EXCHANGE RATE

The Canadian dollar depreciated from 75 US cents to a low of 69 US cents over the course of March and has since appreciated to 79 

cents—its highest level in nearly three years. The recent firmness in the Canadian dollar likely reflects: (1) Canada’s comparatively 

benign public health situation, (2) the recovery in oil prices, and (3) rising inflation expectations in the US relative to Canada. 

Our forecast anticipates that the Canadian dollar will continue to appreciate, albeit more gradually and in line with oil prices. 

We expect it to eventually gravitate up to its purchasing-power-parity level of US$0.84 by 2025, cycle lower to US$0.82 in 2027, 
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and strengthen to US$0.89 by 2030. The Canadian dollar will weaken in the last five years of the forecast, bouncing between a 

low of US$0.79 and a high of 0.85.

END-USE MARKETS—UNITED STATES

Demand in the major end-use markets for wood products has recovered rapidly from the initial shock associated with the 

COVID-19 pandemic, thanks largely to robust repair and remodeling expenditures, a revival in home construction, and, more 

recently, an upturn in industrial production. Most of these sectors are projected to outperform the wider economy over the 

next few years. Before we delve into the reasons behind this assertion, we will assess how much softwood products these main 

end-use sectors consume. 

The residential-construction sector is by far the most important end-use driver for softwood products. From 2000–20, new 

residential construction accounted for 25% of US softwood-product consumption, and residential improvements accounted for 

another 35%. Industrial uses generally account for 26%, and nonresidential construction accounts for the remaining 4% (Graph 

11).

New residential construction’s share of total consumption peaked at almost 50% in 2005 and troughed at 21% in 2009–11. The 

new residential share has recovered some of this loss, building back to 33% in 2020. We expect it to increase over the next several 

years, peaking at 37.4% in 2025, before settling back down toward 33% for the remainder of the forecast. This increase will occur 

as new construction recovers from the Great Recession. Repair and remodeling (especially the former) have fared well over the 

last several years; we expect this segment to continue to account for over a third of softwood lumber consumption over the long-

term forecast. Industrial market share has slipped from a peak of 33% in 2010–11 to 22% in 2020. This change in share is more a 

reflection of changes in new residential construction than in industrial markets. We expect the industrial share to edge back up 

toward its historical average of about 25% of total US consumption over the course of the forecast. Nonresidential construction 

is projected to average about 5% of consumption over the same period. This forecast may prove too conservative, as softwood 

has the potential to gain market share in nonresidential applications if mass timber and modular constructions continue to gain 

broad acceptance. 
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HOUSING

We have been highly optimistic regarding residential construction despite a modest softening of the recent data flow. Our 

optimism is grounded in a reading of both the fundamental and the cyclical indicators:

• The US housing stock is underbuilt. US homebuilders have been building below the underlying demand for housing for more 

than a dozen years even if we make very conservative assumptions relating to household formation, replacement demand, 

and second-home demand when calculating our estimate for underlying demand for shelter. Our analysis assumes that the 

US housing stock was in balance in 1995 and that, by the end of 2006, it was overbuilt by about 2M units on a cumulative 

basis. From 2007 onward, home construction consistently fell short of underlying demand. As of the middle of 2020, our 

analysis shows that the US housing stock is underbuilt to the tune of 3−4M units. 

• The housing stock is old. Recently released data from the Census Bureau’s American Housing Survey show that the median 

age of an owner-occupied house in the US had climbed to 42 years. More than 70% of US owner-occupied homes were built 

before 1995, and only 7.1% of the remainder were built between 2010 and 2019. The aged nature of the US housing stock 

bodes well for both replacement demand and residential-improvement expenditures. 

• The demographic tailwind is strong and about to get even stronger. The most populous age cohorts are 29- and 30-year-

olds. We have a bulge of young adults moving into their early 30s—a time of life when many people start to buy their first 

homes or move from apartments to single-family homes. Flash back to the depths of the last recession and the US had 23.5M 

people between the ages of 30 and 35. By 2020, that figure had increased to 27.5M, and by 2023 there will be 28.8M people 

in this key age category. 

• Household balance sheets are in excellent shape despite the recession. US home prices (Case-Shiller 20-City Index) 

have been rising by an average of 4.6% per year over the last five years and—unlike the run-up in prices during the bubble 

years—the increases have been driven by a paucity of supply relative to demand rather than by easy lending standards and 

a bubble psychology. Moreover, in contrast to the early 2000s, cash-out refinancing has been subdued. The result is that 

homeowners’ equity in real estate is at its highest level since the late 1980s. 

Although these strong fundamentals were in place during all of 2020, the rapid improvement in the cyclical data is a more recent 

development. The improvement has been broadly based and pronounced. Consider the following:

• Mortgage rates remain near record lows and are unlikely to increase appreciably in the near term given the Fed’s extremely 

dovish stance. The 30-year conventional mortgage rate declined to a record low of 2.65% in early January—down about 230 

basis points from the last cyclical high hit in November 2018. The rate inched up to only 2.73% over the ensuing four weeks 

even as the benchmark 10-year government bond yield increased by 22 basis point during the same time frame.

• Homebuilders remain confident (even with high lumber prices). Builder confidence hit a record high in November 2020 

when the National Association of Homebuilders Market Index hit 90; the index has since declined to a still-solid reading of 

82 in March 2021. Prior to the most recent surge, the previous record for this 35-year-old series was 78. Homebuilder stocks 

continue to climb, with the iShares Home Construction ETF up 30% over the past year. 

• Homebuilders are finally building homes that middle-class people can afford. The average size of a new single-family home 

has declined by about 10% since early 2015 and builders are removing pricey amenities from their entry- and mid-level 

offerings. The price premium of a new home relative to an existing home has plunged in recent years.  

• The pandemic—and the societal response to it—has almost certainly increased the desire of many Americans to move 
to a larger home within the next year. People are finding themselves with few places to spend their money now that eating 

out and tourist travel have been largely curtailed. A sizable share of this saved income is making its way into the residential-

construction sector via home purchases or repair and remodeling expenditures. 
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• Inventories of homes for sale are at rock bottom. The supply of existing single-family homes for sale at the current sales

pace is at a record low of 1.9 months’ supply, while the same measure for new homes is at a low 4.8 months’ supply (February

2021). Meanwhile, the National Association of Realtors’ Pending Home Sales Index has dipped only slightly from the record

high it hit in November 2020. Demand clearly exceeds supply, and the gap continues to widen.

Demographics 

Household formation has been constrained by young adults “failing to launch” from their parents’ homes, adults taking on adult 

roommates, and young adults moving back in with their parents. US census data show that between 2007 and 2010 the number 

of “shared” households increased by 3.4M. More than 80% of these households involved adult relatives combining households. 

More recent data show that, for the first time in US history, residing with parents is the most common living arrangement for 

people in the 18- to 34-year-old age range. The share of 25- to 34-year-olds living with their parents hit a multiyear low at the 

height of the housing boom in 2003−04 and has been trending up steadily since despite the improvement in the economy in 

recent years. 

Our forecast for household formation is conservative when one considers the large degree of pent-up demand for households 

that has built up in recent years. Our forecast shows household formation averaging 1.23M during 2021–25 and averaging 0.962M 

in 2026–30. Young adults in their early to mid-thirties will become a more important driver of household formation growth as 

we progress into the 2020s (Graph 12). Despite the encouraging trend in our forecast, the US will still have pent-up demand for 

new households of more than 2M in 2025.
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The Demographc Tailwind in 2023 Contrasts Sharply 
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Underlying Demand for Housing 

Our assessment of the underlying demand for housing is largely independent of the current recession. If it were to morph into a 

depression, we would need to lower our assumptions about household formation rates by age and immigration. 

The assumptions we’ve used to construct underlying demand for 2010–20, 2020–30, and 2030–40 are fairly conservative:

• We started with the Census Bureau’s reference population forecast that was adjusted in 2018. In our view, the projections 

for the death rate were too low during 2016–20, and the projection for net international migration was too high for the 

2018–30 period. Consequently, we trimmed projected growth in the adult population by about 300K per year from 2018 

through 2030. 

• We have made conservative assumptions about headship rates for each age cohort. The forecast assumes that average 

headship rates will be below the rates that prevailed in 2010. The downturn in headship rates appears to have been more 

of a structural than a cyclical phenomenon. 

• Net household formations are projected to decline from 1.28M per year in the 2000s to just 1.03M per year in the 2010s, 

and then bump up to 1.17M in the 2020s before dipping to 1.10M in the 2030s. 

• Removals (also called knockdowns) are assumed to have risen to about 350K per year over the past decade. We assume 

demand for second homes will decline sharply relative to the 1980s and 2000s, and will show a slight drop relative to the 

1990s.

• Frictional demand (the amount of supply needed to allow the market to match buyers and sellers efficiently) and demand 

for other mobile homes (think construction sites and movie sets) are assumed to remain at historical averages. 

We have made similarly conservative assumptions for the 2020–30 and 2030–40 decades. The main driver behind the increase 

in net household formations from 2020 to 2030 is a substantial increase in the size of the key 25- to 34-year-old age cohort.

We assume that mobile homes will account for about 125,000 per year for the period 2020–30, then 150,000 per year for 

2030–40. Underlying demand for conventional housing starts is estimated at about 1.53M units for the 2020–30 period and 

1.43M in 2030–40 (Table 1).

Changing population dynamics with respect to immigration present a significant downside risk to this forecast. In recent years, 

immigration has accounted for 45–50% of population growth. The Census Bureau lowered its projection for net international 

migration in its most recent revision (completed in 2018) for the period 2018–30—from 1.30M per year to 1.03M. They were 

not aggressive enough, in our view, so we subtracted about 300K per year from that revised projection. Lower immigration will 

continue to put downward pressure on housing demand over the next decade. 

1980–1990 1990–2000 2000–2010 2010–2020 2020–2030 2030–2040
Net Household Formations 1.26 1.14 1.28 1.03 1.17 1.1

Removals 0.27 0.32 0.3 0.35 0.35 0.35

Second Homes 0.15 0.06 0.07 0.05 0.06 0.06

Frictional 0.09 0.09 0.08 0.08 0.08 0.08

Other Mobile Home 0.02 0.02 0.01 0.01 0.01 0.01

Total Demand 1.79 1.63 1.74 1.52 1.67 1.60
 Housing Starts* 1.55 1.34 1.61 1.45 1.55 1.45

Total Demand= Housing Starts + Mobile Home Placements

Table 1
Underlying Demand for US Housing
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Housing Forecast Shows Solid Recovery

The evidence of a strong increase in demand for housing relative to the 2007−19 period is nearly overwhelming, but this does 

not necessarily mean housing starts will increase in a smooth pattern over the next several years; supply-side constraints will 

continue to negatively impact housing production. In the near term, short supplies of materials (including but by no means limited 

to wood products) could restrain starts and permitting delays will also likely be an issue. Further out, we would expect the sector 

to once again run into labor constraints. Even so, the future is bright for the homebuilding sector. 

Our forecast for a housing boom during the 2022–35 period is still on track, based primarily on the combination of a strong 

demographic tailwind and the fact that the housing stock is clearly underbuilt for the growing US population. Housing starts 

are projected to average 1.6M in 2022, and then grow steadily to 1.7M by 2025 before succumbing to another economic cycle, 

showing a dip to 1.3M in 2027 and another peak at 1.7 M in 2030 (Graph 13). This medium-term forecast is conservative in the 

sense that it assumes the pent-up demand for housing (currently estimated to be at least 3M) will not be satiated. We expect 

housing starts to average 1.54 million units over the last five years of the forecast.

The Single-Family Share of Housing Starts to Average 74% from 2020 to 2025

It is hard to argue against the proposition that, all else being equal, the COVID-19 pandemic and widespread urban unrest have 

increased the desirability of a single-family house relative to a multifamily housing unit. Many of the amenities that make urban 

living enticing—access to restaurants, bars, entertainment, and cultural attractions—seem less relevant in an era of social 

distancing. Moreover, a higher share of the workforce will almost certainly be working from home even after the public health 

crisis ends. This trend could mitigate the fact that urban areas have seen higher job growth over the past decade. 

We would argue that COVID-19 is going to accelerate a trend that was likely to occur anyway given the bulge of millennials who 

are set to transition into their early to mid-30s in a few years. This age group coincides with the traditional triggers for single-

family homeownership: marriage and the birth of a first child. 

Multifamily construction is sure to be hit harder than single-family construction in the near term thanks to slower demand, 

as the rental market is much weaker than the purchase market. For the last several years, multifamily home construction has 

consistently outpaced the approximately 320K new units per year built in the 15 years prior to the Great Recession. 
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US Housing Starts Recovery Still Has Years to Run 
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We forecast that the single-family construction share will gradually trend upward. Since a single-family housing unit typically 

contains about three times as much wood as a multifamily unit, this will be a positive trend for the wood products sector. The 

forecast shows the single-family share receding to about 72% in 2022 (Graph 14) as the public health crisis fades and multifamily 

construction rebounds modestly. The single-family share of housing starts is expected to average about 74% during 2023–25 

as the bulge of millennials hits their mid-30s. The risks to this forecast are balanced given that it remains an open question how 

long-lasting the effects of the lockdowns will be in terms of the desirability of a detached home. Moreover, in several areas 

(California and the Northeast), single-family home construction is constrained by a lack of available land. 

We still expect the single-family share to decline sharply in the late 2020s and early 2030s as the bulk of baby boomers transition 

into their 70s and start to move into denser living situations. Moreover, after the COVID-19 crisis fades into memory, we expect 

to see the reestablishment of long-term trends that support the construction of more environmentally sustainable and walkable 

neighborhoods; this should favor multifamily dwellings. 

Home Sizes

We expect new single-family home sizes to track gradually downward from their current level over the next several years for a 

number reasons: a shift away from owner-built homes; builders responding to a glaring need to build more affordable homes; 

an expected slowing of income growth in the next few years; and a continued decline in the average number of people per 

household (albeit at a gradual rate). Most of these influences will continue to play out over the long term as well. Our forecast 

shows single-family home sizes continuing to track sideways in 2024 and beyond. At the same time, we envision that multifamily 

home sizes will track sideways (or slightly downward) in the near term and then start trending upward in the mid-2020s (Graph 15). 

The majority of multifamily structures are still being built for the rental market. As we move into the later years of this forecast, 

we anticipate multifamily home sizes to increase at a more rapid rate as the boomer migration from larger single-family homes 

to denser housing developments gathers steam.

The risk to this forecast is skewed slightly toward smaller homes than we are projecting, due to rising home energy costs and 

a declining household size. On the other hand, the increased prevalence of work-from-home arrangements and the recent 

lockdown experience should tilt preferences toward larger homes.
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Graph 14
Single-Family Share Has Spiked Above its Long-Term Average

Source: Census Bureau, FEA
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Manufactured Housing 

Mobile home demand has seen its best days. As real incomes rise, demand for mobile homes tends to decline as an increasing 

number of potential buyers opt for conventional housing. Rising living standards will continue to chip away at mobile home 

demand through the 2020s, helping to explain why shipments are not projected to reach pre-recession levels during the next 

five years. 

Our forecast assumes that mobile home shipments will average 121K per year from 2021 to 2025, growing to an average of 145k 

per year in the 2026–30 period and 149k per year in 2031–35. Demand for mobile homes will increase gradually over the longer 

term in line with an overall rise in the demand for shelter, but manufactured housing (in its current definition) will not come 

anywhere close to the levels that prevailed in the 1970s, 1980s, and 1990s. 

Residential Improvements

As far as wood consumption goes, residential improvement is currently the most important sector. However, it tends to receive 

less attention because it is much more difficult to track. Recent evidence—anecdotal and otherwise—tells us that residential 

improvements have outperformed the overall economy by a wide margin.

Our conservative estimate assumes that real residential-improvement expenditures dropped slightly in the second quarter. This 

estimate is based on the fact that many remodeling contractors had been unable to gain access to the homes of customers. Going 

forward, the sector should continue to outperform for an extended period, for the following reasons: 

• The US housing stock is old. Since 1993, the median age of an owner-occupied home has increased from 27 to 42 years old 

(Graph 16). As of 2019, more than 50% of US homes had been built prior to 1980 and only 7% had been built since 2010.

• US homeowners’ equity in real estate has increased dramatically since late 2011. Aggregate home equity has risen by 99% 

in inflation-adjusted terms since 2011Q4 and is 16% above its long-term trend. 

 • Boomers have increasingly chosen to “age in place” rather than move into smaller multifamily units. Part of this trend 

is by necessity, as many have found it difficult to find a new home given the dearth of existing units for sale. Many of the 

bigger homes need to be retrofitted to accommodate mobility challenges of older adults. Others have been retrofitted to 

make them more conducive to multigenerational living arrangements (which are increasingly common). 
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Graph 15
Growth in Single-Family Home Sizes Will 

Recede over Next Several Years

*Mean New-Home Size in Square Feet

Source: Census Bureau, FEA

Homes Sizes*
Single Multi

1985 1,825 911
2007 2,517 1,279
2020Q4 2475 1,062
2025 2,516 1,129
2035 2,627 1,175
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• People have spent an unusually large part of the last year in their homes and have had plenty of time to ponder ways to 
improve the experience should we get future lockdowns. 

The fundamentals remain solid for residential improvement despite the COVID-19 recession, and the sector continues to be a 

relative bright spot for the economy. As a result, our forecast is relatively optimistic. It shows real improvement spending growing 

at an average annual rate of 3.5% in 2020–25, 1.3% in 2025–30, and 1.6% in 2031–35. By comparison, real spending growth 

averaged 2.4% per year from 2015 to 2019 before notching an estimated 13.1% increase in 2020. We note that the risks to this 

forecast are tilted toward the upside. We expect this indicator to outpace its long-term trend over the whole 10-year forecast 

horizon. 
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Graph 16
Aging US Housing Stock Will Contribute to Strong

Residential-Improvement Expenditures

1993 to 2020Q4 Trend

Sources: Census Bureau, FEA
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Graph 17
Industrial Production Bounced Back Strongly in the Second Half of 2020 

and is Now Only about 4% Below its Pre-Pandemic Level 2012USD
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INDUSTRIAL PRODUCTION

The manufacturing sector will face a variety of headwinds as it gropes toward recovery from the devastating plunge in activity 

occasioned by the COVID-19 virus. The sector was already underperforming the wider economy, and myriad supply disruptions 

are likely to delay a recovery to the pre-pandemic trend (Graph 17). 

For at least the next six months or so, manufacturers will be forced to confront a much weaker demand environment and a slew 

of new social-distancing guidelines that will lower productivity. They will face the following headwinds:

• The weakness in economic activity is widespread across the globe. Manufacturers will be hard-pressed to find foreign 

demand to offset domestic weakness. The trade relationship with China will almost certainly continue to deteriorate over 

the next few years despite the new US administration. 

• The strong US dollar will price US exports out of many markets and could occasion a flood of imports into US markets. 

• Global supply chains will remain disrupted for at least the remainder of 2021 (if not longer). After the public health threat 

subsides, trade restrictions will likely increase. Supply chains will need to be shortened, a process that will be costly and take 

years. 

• US investment in equipment will slow following its second-half bounce, and the sector will need to adjust to a demand-

constrained environment. Policymakers will likely introduce tax breaks on investment, but they will have little effect if firms 

do not see a demand revival on the horizon. 

The forecast shows industrial production expanding by 6% in 2021, followed by increases of 2.8% in 2022 and 2.3% in 2023. We 

do not expect US industrial output to return to its 2019Q4 level until 2021Q4. The medium-term forecast shows an average 

annual growth rate of 3.9% from 2021 to 2025. Although average industrial production growth (0.8%) fell well short of average 

real GDP growth (2.1%) from 2015 to 2019, the manufacturing sector is more likely to outperform over the forecast as the US 

moves to reshore many strategic industries and reduce its reliance on far-flung supply chains. Over the first five years of the 

forecast, industrial production growth will average 3.9% per year. Longer run, growth in industrial production will average 2.5%, 

slightly above growth for the overall economy.

FURNITURE

The domestic furniture sector had not even come close to recovering from the last recession when it entered the current 

downturn. Due to devastating competition from China and other Asian exporters, the furniture and related production index 

has stagnated over the last few years, but we still expect it to move higher over the next several years (albeit at a modest pace) 

thanks to stronger home sales, a recovering economy, and an improved employment situation, all of which will boost furniture 

and related production. The imposition of tariffs on Chinese imports (which were retained despite the Phase One trade deal) 

will also provide a modest tailwind to US furniture manufacturers, although the tariffs likely won’t last too far into the Biden 

Administration. 

Production growth contracted by 10.1% in 2020, and we project a modest rebound of 2.4% growth in 2021 and 4% growth in 

2022. Growth is projected to average 0.8% per year from 2020 to 2025 (including the plunge in 2020), followed by 2.5% annual 

growth through 2030 and 1.2% between 2031 and 2035; these levels constitute a marked improvement (albeit from a lower 

base) from the average growth of 0.9% during 2015–19. The forecast shows that 2035 furniture production will be more than 

10% lower than its 2005 level (Graph 18). Furniture production will not come anywhere close to its 2005 cyclical peak at any 

point in the next 15 years. 
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It is also important to point out that our forecast is based primarily on a fairly optimistic outlook for cabinets (which fall into the 

related-production basket). We expect actual furniture production to be roughly flat over the next five years. We have adjusted 

the end-use factors in our models to reflect the tepid outlook for actual furniture production. 

NONRESIDENTIAL CONSTRUCTION

The nonresidential-construction sector was expanding at a decent pace before the start of the COVID-19 pandemic. Nonresidential 

construction usually follows residential construction, as retail, educational, medical care, and, to a lesser extent, office buildings 

come on the heels of residential development. Although residential construction has shown signs of life, the recovery in the 

nonresidential sector has been more subdued. 

Unlike most other end-use segments, we expect a sluggish recovery. Although the sector will eventually climb off its current 

bottom, significant structural headwinds remain. First, online shopping has reduced the demand for physical retail space, putting 

a damper on mall construction. Meanwhile, office space per additional job has also been declining, due at least in part to the 

steady rise in the share of Americans who are working at home, as well as the increasing use of open floor plans. The recent 

experience with COVID-19 is likely to further expand the share of employees who work from home. Finally, the US birth rate has 

been declining steadily since 2007 and hit its lowest level in 32 years in 2018—when just 3.8M babies were born. Fewer babies 

now will translate into lower demand for school construction down the road. 

Given the cyclical and structural trends at work, our forecast for nonresidential expenditures is quite conservative: we expect 

expenditures to increase by only 1.3% per year through 2035. The good news is that we are seeing early signs that wood is 

gaining market share thanks to increased panelized light-frame construction, wood modular, and, to a lesser extent, mass timber 

building methods. 
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Graph 18
Furniture Production Still More Than 10% Below 

Pre-Pandemic  Level Despite Recent Bounce2012 = 100
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END-USE MARKETS—CANADA

HOUSING

The Canadian homebuilding sector—which has been defying our expectation of a slowdown for several years—appears even 

to have withstood the COVID-19 pandemic. In 2020, the sector experienced only one month of starts under 195K units (164.9K 

units in April), and then starts surged to 261K in August and averaged nearly 240K over the last three months of the year. The 

forecast shows housing starts averaging slightly over 200K units per month over the next four to six quarters, and the risks are 

tilted toward the upside given the recent evidence. 

Canada’s multifamily sector contains fewer headwinds than its US counterpart, and that is a good thing given that the Canadian 

single-family share of housing starts was only 26.6% in 2019 (compared to 69% in the US). We had feared multifamily construction 

would be challenged by myriad social-distancing restrictions and increased difficulty in securing financing, but thus far little 

evidence has been seen to justify this concern. Our analysis also assumes that tighter lending rules—along with more cautious 

consumers, weak income growth, and the absence of pent-up demand—will eventually restrain the recovery in residential 

construction. Note that Canadian housing starts have averaged more than 200K units since 2010, compared to underlying 

demand of about 180K units. 

Our forecast assumes that residential construction will continue to outperform the overall economy for a few more years. Housing 

starts are projected to average 211K units in 2021 and 210K in 2022. Starts are projected to slip to an average of 193K in the 

2023–25 period, 177K in 2026–30, and 173k between 2031 and 2035 (Graph 19). Expected lower population growth and a lack 

of pent-up demand to restrain new residential construction underpin the drop in the latter years of the forecast. 

The near-term risks to this forecast are tilted toward the upside given that we may still be underestimating housing demand in 

Canada (as we have been doing for several years). Moreover, low interest rates and a relatively benign public health situation 

(at least compared to the US) may also support home construction. As we move further out, the risks of a prolonged downturn 

become more pronounced. Even so, we do not currently envision an implosion on anywhere near the scale of what occurred in 

the US, as Canada’s underwriting standards have remained on much sounder footing than those of the US in the bubble years. 
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Canadian Housing Starts Will Trend Slightly Downward

Single-Family Multifamily 5-Year Moving Average

US Housing Starts in Millions

© 2021 Forest Economic AdvisorsSource: Census Bureau, FEA

mailto:pjannke%40getfea.com?subject=Ponderosa%20Pine%20Markets%20Over%20the%20Next%2015%20Years
https://www.getfea.com


23       Back to ToC
© 2021 Forest Economic Advisors, LLC. All contents copyrighted. All rights reserved.

(978) 496-6336 pjannke@getfea.com getfea.com

OTHER CANADIAN END USES

The share of North American lumber consumption going to Canadian end uses other than residential construction is projected 

to remain near 4–5% over our forecast:

• Canadian real residential-improvement expenditures declined by 0.4% in 2019 and 3.5% in 2020, and are projected to bounce 

back with growth rates of 4.9% in 2021 and 1.8% in 2022. Real improvement expenditure growth is projected to average 

2.7% per year in 2021–25, 1.5% in 2026–30, and 1.8% in 2031–35. High unemployment, weak income growth, and tighter 

lending standards for HELOC loans will be key headwinds in the near term.

• After retreating by 8.7% in 2020, Canadian industrial production growth is projected to average 4.3% during the 2021–25 

period, 2.3% in 2026–30, and 2.0% in 2031–35. The relatively weak Canadian dollar (despite its recent appreciation) and 

decent US growth (following the recession) will be the main drivers of the sector’s relative overperformance relative to its 

average annual growth of 1.3% during 2015–19. 

• After falling 15.7% in 2020, Canadian furniture production is forecast to expand by 5% per year during the 2021–25 period, 

driven by pent-up demand in both the US and Canada, as well as a relatively weak Canadian dollar. US tariffs on Chinese 

imports will also provide a modest tailwind. In the last 10 years of the forecast, growth will average 0.9%. Of note:

- Furniture output continues to rise over the forecast period. Even so, it will top out at just 75% of its 2001 level in 2035. 

- Among most wood-intensive NAICS codes, Canadian market share has been cut by more than half since 2000.

• Real Canadian nonresidential-construction expenditures contracted by 3.6% in 2020 following modest 0.8% growth in 2019. 

Expenditures are projected to recover modestly—to 1% growth in 2021—before popping in 2022 with 4.4% growth. These 

expenditures are forecast to average 2.2% annual growth in 2021–25, a marked improvement versus the 2015–19 period 

when they contracted at an average rate of 0.7% per year. Over the last 10 years of the forecast, growth will average 1.1%.

NORTH AMERICAN SOFTWOOD LUMBER FORECAST
Total demand on North American mills (domestic consumption plus exports minus imports) is expected to grow by an average 

1.6% per year over the forecast (Graph 20). This will raise demand from 60.8 BBF in 2020 to 68.8 BBF in 2025, 71.9 BBF in 2030, 

and 76.7 BBF by 2035. 
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Demand on North American Mills Will Grow Steadily, 
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Demand on North American mills will average 68.4 BBF over the length of the forecast. This will be 12% (7.4 BBF) above the 

average of the past five years. Still, demand will be well below 2005’s peak of 76.4 BBF.

US DOMESTIC CONSUMPTION

Recovering residential-construction markets will drive US domestic lumber consumption higher over the forecast (Graph 21). In 

the beginning of the forecast, new construction, improvements, additions, and alterations to existing structures will all grow at 

roughly the same pace. In the latter portion of the forecast, we expect consumption by new residential construction to flatten 

as residential-improvement consumption continues to grow. 

The aging housing stock, high new-home prices (forcing people to fix up rather than trade up), low interest rates, and strong 

income growth will continue to push residential-improvement expenditures higher over the full term of the forecast. We do 

expect a short slowdown in US domestic consumption in 2022 as rising interest rates and home prices dampen demand for new 

homes and—following two strong two years—slow spending on residential-improvement projects. Still, domestic consumption 

will average 58.4 BBF over the 15-year forecast, 10.0 BBF above the average of the last five years.

CANADIAN DOMESTIC CONSUMPTION

Canadian domestic lumber consumption will grow steadily through most of the forecast (Graph 22). Unlike in the US, Canadian 

consumption slipped in 2020 with the COVID-19-related shutdowns. With vaccinations increasing and the economy reopening, 

we expect a strong rebound in 2021. Therefore, we expect Canadian consumption to grow in most years of the forecast.

Canada experienced a sharper COVID-19-related downturn in 2020 than the US, particularly in residential-improvement markets 

(which fell 9% for the year). We anticipate residential improvements to bounce back sharply in 2021, in part because the effects 

of COVID-19 will begin to lessen but also because demand became pent-up in 2019−20. Beyond 2021, Canadian domestic 

consumption will grow at an average rate of 1.6% per year, slightly below growth in the US; this will occur because new residential 

construction markets are not as underbuilt in Canada as in the US. Consequently, the new-residential share of Canadian domestic 

consumption will slip from 23% in 2020 to 21% in 2023−25 and 18% in 2026–35. Canadian domestic consumption is expected to 

average 9.8 BBF over the forecast, 1.4 BBF above the average of the past five years.
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EXPORT DEMAND 

Offshore exports will decline for much of the forecast as strong domestic consumption and supply constraints limit lumber 

available for export, at the same time as fierce global competition makes North American lumber less competitive (Graph 23).

We anticipate further export declines in 2021 following a steep decline in 2020, for a number of reasons. We expect the ruble 

and euro to remain weak. Moreover, European costs have fallen sharply as producers work through low-cost salvage timber 

resulting from the combined effects of 2017 storms and the 2018−20 spruce bark beetle infestation. Finally, we expect exports 

to China to continue falling in the near term due to the 2018 deterioration in trade relations (which is not expected to reverse 
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Offshore Exports Will Trend Lower as North American Consumption Rises 

While Prices Remain Elevated
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for the better part of 2021), the previously mentioned weakness in the ruble and euro, and strong North American demand and 

high prices (which will limit both the availability and competitiveness of North American lumber). 

IMPORT SUPPLY

Offshore lumber imports will grow by an average of 15% per year over the first five years of the forecast before retreating in 2026 

and 2027 and then trending lower (Graph 24). The growth forecast for the first five years is predicated on two main factors. First, 

Europe is flush with low-cost salvage timber from the storms in 2017 and the spruce bark beetle epidemic in 2018−20. Second, 

with fiber supply declining in British Columbia and extensive fires in the US West reducing the region’s sustainable harvest, 

North America will not be able to produce enough lumber to meet its expected growth in domestic consumption. Longer run, 

imports will slip.

The main competition for ponderosa pine boards is New Zealand and Chilean radiata pine. We expect imports of both Chilean 

and New Zealand radiata pine boards to increase slightly amid high lumber prices and strong demand over the next four to five 

years, but then decline slightly in 2026–35. Chile’s 2017 wildfires affected over 12% of the country’s plantation resource, limiting 

its ability to increase harvests over the longer run. New Zealand’s harvest is currently approaching sustainable levels, so its ability 

to increase harvests after mid-decade will be constrained. 

Our forecast profile will push offshore imports from an expected 2.1 BBF in 2020 to 4.1 BBF in 2025 before falling back to a 

cyclical low of 3.2 BBF in 2032.

DOMESTIC CAPACITY

North American softwood lumber capacity will grow by an average 0.9% per year over the forecast (Graph 25). The US South 

will see the most growth, while British Columbian capacity will actually decline. The second slowest growth will come in the US 

Inland West region, as the area’s climate is not conducive to fast-growing timber plantations. Other regions will see moderate 

growth as rising consumption drives up demand for lumber, but tight fiber supplies will prevent them from increasing capacity 

at a faster pace.
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Higher prices and a rebound in consumption will lead to the ramp-up of recent capacity expansions in the US South. This will 

cause capacity growth to resume in 2022−25. We are projecting British Columbian capacity to decline by an average of 2% per 

year over the first five years of the forecast—from an estimated 12.4 BBF in 2020 to 11.1 BBF in 2025—and then grow by just 

0.2% per year over the remainder of the forecast, due primarily to declining Annual Allowable Cut (AAC) levels and resulting 

higher timber prices. US South capacity is expected to grow by 1.7% per year on average. The increase in the South’s capacity is 

being driven by a combination of the tremendous growth in the region’s sawtimber inventory and low timber prices. We expect 

capacity in the other North American regions to grow a bit below 1% per year on average. This growth rate will come as a result 

of a combination of increased recovery (0.5−0.7% per year) and investments in debottlenecking. Secure sources of fiber don’t 

exist to warrant much in the way of greenfield expansions (outside of the US South). 

While capacity expansion in most regions of North America face fiber-supply constraints, timber supply is actually increasing 

around NewLife Forest Restoration, LLC’s proposed Windfall Mill. The USFS has been working for many years to reduce the wildfire 

threat in Arizona. This plan is called the Four Forest Resource Initiative (4FRI), and one component of the effort is to work with 

industry to “thin” portions of the forests (i.e., to harvest trees so there is not as much fuel in the forest). In fact, at 300,000 acres 

harvested over 10 years, Phase 1 of the 4FRI is the US Forest Service’s largest stewardship contract, and is currently held by an 

affiliate of NewLife Forest Restoration, LLC. 

The USDA’s Forest Service’s (USFS) stated intention is to work “…on the critical, large-scale restoration vision of 4FR and 

continuing our work to reduce the threats of destructive wildfire.”.  The USFS initially proposed offering 50,000 acres per year 

of timber. The USFS is currently reassessing its initial offering.  Since the USFS’s objective is “thinning” or cleaning up the forest 

to prevent destructive wildfires, we believe it will ultimately offer at least 50,000 acres per year.  Given current stocking levels 

in the four forests and average ponderosa pine sawmill recovery factors, FEA calculations indicate that 50,000 acres could 

supply enough fiber for over 380 MMBF of lumber production. Besides NewLife Forest Restoration, LLC’s proposed Windfall 

Mill, there are only three other mills within the four forests timber procurement area; those three mills have a combined 

capacity of 60 MMBF. Consequently, the region in which NewLife Forest Restoration, LLC’s Windfall Mill would operate is not 

fiber-constrained, and in fact has a surplus of timber.

30%

32%

34%

36%

38%

40%

42%

44%

46%

48%

0

10

20

30

40

50

60

70

80

90

00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35

Graph 25
North American Lumber Capacity Will Grow Slowly

BC EoR Coast Inland South Other CA Share

BBF Percent

Source: FEA © 2021 Forest Economic Advisors

mailto:pjannke%40getfea.com?subject=Ponderosa%20Pine%20Markets%20Over%20the%20Next%2015%20Years
https://www.getfea.com


28       Back to ToC
© 2021 Forest Economic Advisors, LLC. All contents copyrighted. All rights reserved.

(978) 496-6336 pjannke@getfea.com getfea.com

DEMAND/CAPACITY

The North American demand/capacity ratio hit a near-term peak of 88% in 2017 (Graph 26). As residential-construction markets 

weakened in the second half of 2018 and growth remained tepid in 2019 (while the expansion in Southern capacity continued), 

the demand/capacity ratio slipped to 86% in 2018 and 84% in 2019. Demand increased in 2020 (despite the COVID-19 recession), 

causing operating rates to edge up to 85% for the year.

Demand will surge in 2021 as residential-construction markets benefit from strong demographics and pent-up demand, as well 

as low interest rates. Meanwhile, most capital expenditures were halted in mid-2020 in response to the COVID-19 recession. 

Therefore, operating rates are expected to increase to 88% in 2021.

Record-high prices in 2020−21 have already elicited a strong supply-side response, with several greenfield mills, as well as 

expansions and restarts, already announced in the US South. With prices staying higher in 2021, we expect more announcements 

to be forthcoming. Meanwhile, demand growth will pause in 2022 as rising interest rates and home prices take a toll on demand 

for housing. Therefore, we expect operating rates to dip in 2022. This decline will be short-lived, and we are projecting the 

demand/capacity ratio to increase steadily over the next few years of the forecast before cycling lower, and then higher, tracking 

with housing cycles in certain years. Demand will grow as rising incomes and still-low interest rates release pent-up residential-

construction demand. Meanwhile, capacity growth in the South will be partially offset by fiber-supply constraints in British 

Columbia. As a result, we are forecasting the demand/capacity ratio to peak at 91% in 2025, and again at 92% in both 2030 and 

2035.

With demand strengthening and fiber-supply constraints hampering capacity expansion, we expect average operating rates will 

increase from an average of 86% over the past five years to average 89% in 2021–25, and then 90% over the last five years of 

the forecast. 
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NORTH AMERICAN SOFTWOOD LUMBER PRICES

FEA provided a forecast of 30 prices for NewLife Forest Restoration, LLC. Prices forecast were 1" appearance-grade lumber, 

and included the following: 1x4", 1x6", 1x8", 1x10" and 1x12" boards of grades C and Better Select (C&Btr), D Select (D), #2 and 

Better Common (#2&Btr), #3 Common (#3), #4 Common (#4), and #5 Common (#5). Appearance-grade lumber is indented for 

applications in whicih appearance, rather than strength, is the primary consideration. C&Btr is a virtually clear, nearly blemish-free 

grade from the clear portion of the log that represents one of the most sought-after products; it is used when fine appearance is 

essential. D-grade ponderosa pine lumber has many of the fine appearance features of C&Btr, but has slightly more blemishes and 

is suitable for applications in which the requirements for finishing are not as exacting. Common boards are of varying qualities and 

include knots, i.e., #2&Btr boards are intended for paneling, shelving, and other applications for which a fine appearance in knotty 

material is desirable; #3 is used when both appearance and strength are important, and is widely used for similar applications as 

#2&Btr and fences, boxes, crating, sheathing, and industrial applications; #4 is graded more for serviceability than appearance, 

and is not intended for exposed construction; and, finally, #5 is intended for economy-driven applications. 

Product prices follow quality and size. Therefore, C&Btr grades command the highest price of all the products we forecast, 

followed by D, #2&Btr, #3, #4, and #5. Wider-dimension lumber usually comes from larger, rarer logs, so they tend to sell for a 

higher price than narrow-dimension lumber. This is not always the case, however, as some narrower dimensions command a 

higher selling price than their wider counterparts. See the Appendix table “Nominal Lumber Prices” on page 35 for specific price 

variations.

Each size lumber tends to fluctuate within a fixed spread around other sizes of the same grade. If the spread between two sizes 

grows too large, mills will produce less of the lower-priced product in favor of the higher-priced item, thereby bringing the spreads 

back into line. While there is some relationship between grades, it is not nearly as strong, i.e., you can’t take a knotty log and 

produce C&Btr lumber from it, so mills cannot as easily switch between grades as they can between sizes.

While prices of different-sized lumber within a grade tend to fluctuate within spreads, these spreads can trend up or down over 

time, based on several factors: changes in relative demand for an item; the entrance of competing products into the market; 

and/or changes in log supply specific to a size.

Based on demand, supply, end-use market indicators, trade, and prices of competing products, FEA forecasts a key size from 

each grade. From this key price, a price forecast is then made for the other sizes in the grade, using historical spreads between 

the sizes in addition to the five factors mentioned (demand, supply, end-use market indicators, trade, and prices of competing 

products). If a trend in spreads exists over time, that trend is captured in the FEA model.

One product FEA did not forecast was finger-jointed lumber. NewLife Forest Restoration, LLC produces finger-jointed lumber at 

its engineered wood plant in Bellemont, Arizona, with one line currently under construction and an additional line to be installed 

in late 2022. Finger-jointing lumber is a process by which a facility cuts lower-grade lumber into a variety of different qualities 

in lengths from 8–24" and glues the same qualities together to remove impurities, creating higher-grade (and therefore higher-

valued) products. Finger-jointed studs are a common construction material whose prices sell for a premium to the market price 

for non-finger jointed studs of the same grade and size. This premium has averaged 17% over the past 20 years. Moreover, 

this premium has increased from an average of 8% in 2001–05 to 30% in 2017–21. Based on data provided by NewLife Forest 

Restoration, LLC that comports with data FEA have seen from other finger-joint facilities, NewLife Forest Restoration, LLC will 

be able to take an average grade consisting of #4 or #5 lumber and produce output grades of #2&Btr, D, and C&Btr. The finger-

jointed lumber produced by NewLife Forest Restoration, LLC will conservatively be able to be sold for prices substantially similar 

to non-finger jointed lumber of the corresponding grade and size, but more realistically for a premium of at least 20%.

Given that FEA’s forecast covered 30 prices, we also created a weighted average of our ponderosa pine board lumber price 

forecast for the purposes of simplifying this writeup (Graph 27). Individual prices are available in the Appendix tables. We used 

production volume to weight the prices; the individual weights are shown in the Appendix table on page 37.
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2020 saw both record (nominal) prices and volatility, and we don’t expect much to change in 2021. Moreover, while we do have 

a slowdown built into the forecast in 2022, we expect ponderosa pine lumber prices to remain high by historical standards over 

the next five years. Ponderosa pine grows in the drier inland regions of the US west and is not found in the region’s faster-growing 

plantations. Therefore, the supply of ponderosa pine available for production is limited. As demand for lumber increases with 

rising housing starts and strong residential-improvement expenditures, production of ponderosa pine will be limited by fiber 

availability. Therefore, our inflation adjusted index of ponderosa pine prices will average $660 over the first five years of the 

forecast; this is 17% above the average of the past five years (2016–20).

These high prices will lead to investments aimed to increase ponderosa pine availability, increased imports, and substitution by 

competing products. Therefore, we anticipate inflation-adjusted prices to trend lower for the remainder of the forecast. However, 

at an average $551, the inflation-adjusted prices will be just 2% below the average of the past five years. Moreover, at an average 

$600 over the entire forecast period, the ponderosa pine index will be 7% higher than the average of the past 15 years.

Given NewLife Forest Restoration, LLC’s likely access to an increasing supply of USFS timber, and the lack of competition for that 

fiber, the company is well positioned to take advantage of expected higher lumber prices over the next decade.
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RECENT MARKET ACTIVITY

The forecast presented in this report was done in February of 2021.  Volatility in the wider lumber market over the past three 

months (June - August 2021) has only just begun to impact the Ponderosa Pine market therefore Ponderosa Pine market prices 

remain above the projected prices by FEA in this report (Graph 28).  However, given the fall in the broader lumber market, FEA 

is still supportive of the projections that Ponderosa Pine prices are likely to fall back towards more historic levels, albeit prices 

will remain higher in the very near-term than we forecast early in 2021.
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METHODOLOGY
FEA uses a combination of stochastic and linear programing models, along with our deep and broad industry knowledge and 

expertise, to develop our forecasts. While we believe in using models to create a rigorous forecast, a stochastic model is based 

on historical data. Therefore, we also use our in-depth industry experience to adjust the models to incorporate changing market 

dynamics. The follow sections describe our forecast methodology.

CONSUMPTION

We calculate lumber consumption as a function of end-use market activity and usage. End-use market activity is measured by 

end-use indicators (e.g., housing starts, repair and remodeling expenditures, and/or the industrial production index). Lumber 

usage is simply the board feet of lumber consumed per unit of activity. 

For example, lumber consumed in new single-family residential construction is calculated as follows: we multiply actual single-

family starts by the average square feet of a single-family home that is started. Assuming the appropriate lags, this gives us the 

total square footage of new single-family construction in a quarter. We multiply total square footage by the amount of lumber 

used per square foot to arrive at total lumber consumption in new single-family construction.

As another example, we have total dollars spent on improvements (as a proxy for activity in the repair and remodeling sector). 

We multiply this by the board feet of lumber used per dollar spent on improvements in order to get total lumber consumption 

in repair and remodeling.

We do this across all end-use markets and then sum up each end-use market’s consumption to arrive at the total.

SUPPLY

FEA’s capacity forecast is driven off of available fiber supply. FEA’s timber supply forecast is the product of in-house regional 

timber supply modeling. The modeling effort utilizes data from the USFS Forest Inventory & Analysis (FIA) program, supplemented 

with information from industry contacts on timberland area, inventory levels, age-class distribution, silvicultural regimes, and 

growth and yield projections. The US timber supply analysis concentrates on the portion of the forest resource that is potentially 

available for industrial harvests, i.e., commercially valuable timber species located on privately owned/managed timberland. 

The Canadian timber supply analysis focuses on sustainable yields as indicated by Annual Allowable Cut (AAC) determinations 

for each province. Future AAC levels are based on expected future woodfiber availability and policy shifts regarding harvests 

on Crown lands within each province. 

TRADE

FEA uses its global log and lumber model to forecast global demand and supply for lumber by country. From this, we determine 

country imports and exports based on each country’s local lumber demand and fiber-supply balance.

PRICES

FEA’s price forecast is based on stochastic models using historical data, including operating rates (derived from our demand and 

supply forecasts), end-use market indicators, trade, and prices of competing products.
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SOURCES
• APA—The Engineered Wood Association

• WWPA—Western Wood Products Association

• SLMA—Southeast Lumber Manufacturers Association

• Wood Products Council

• US Forest Service

• US Department of Agriculture—Foreign Agriculture Service

• Random Lengths
• US Census Bureau

• US Commerce Department

• The Federal Reserve

• Statistics Canada

• NAHB—National Association of Home Builders

• National Association of Realtors

• Oregon Department of Forestry

• Washington Department of Natural Resources

• Wood Resources Quarterly
• Timber Mart South

• Washington and Oregon Log Market Reports

• Composite Panel Association (CPA)
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2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035

US

Producer Prices (1982=1)
Final Demand (Nov. 2009=1) 0.782 0.797 0.786 0.811 0.841 0.882 0.908 0.943 1.004 0.977 1.018 1.057 1.077 1.092 1.109 1.099 1.104 1.130 1.162 1.182 1.184 1.205 1.226 1.250 1.279 1.312 1.320 1.349 1.381 1.417 1.456 1.488 1.511 1.545 1.582 1.623

% Change, Annual Rate 3.8% 1.9% -1.3% 3.2% 3.6% 4.9% 2.9% 3.9% 6.4% -2.7% 4.2% 3.9% 1.9% 1.4% 1.6% -0.9% 0.4% 2.3% 2.9% 1.7% 0.2% 1.7% 1.8% 1.9% 2.4% 2.6% 0.6% 2.2% 2.4% 2.6% 2.7% 2.2% 1.6% 2.2% 2.4% 2.6%

Industrial Commodities 1.348 1.357 1.324 1.391 1.476 1.602 1.688 1.751 1.923 1.749 1.870 2.020 2.021 2.030 2.042 1.888 1.846 1.937 2.037 2.007 1.938 2.006 2.050 2.087 2.141 2.207 2.221 2.274 2.337 2.396 2.467 2.523 2.569 2.635 2.696 2.773

% Change, Annual Rate 6.5% 0.7% -2.4% 5.1% 6.1% 8.6% 5.4% 3.8% 9.8% -9.1% 7.0% 8.0% 0.0% 0.4% 0.6% -7.5% -2.3% 4.9% 5.2% -1.5% -3.4% 3.5% 2.2% 1.8% 2.6% 3.1% 0.6% 2.4% 2.8% 2.5% 3.0% 2.3% 1.8% 2.6% 2.3% 2.9%

Industrial Commodities Less Fuel 1.425 1.431 1.430 1.451 1.515 1.583 1.661 1.709 1.810 1.765 1.834 1.928 1.943 1.956 1.977 1.942 1.935 1.995 2.065 2.072 2.071 2.102 2.123 2.147 2.179 2.222 2.234 2.279 2.325 2.387 2.446 2.498 2.532 2.579 2.643 2.705

% Change, Annual Rate 2.2% 0.5% -0.1% 1.5% 4.4% 4.4% 5.0% 2.9% 6.0% -2.5% 3.9% 5.2% 0.8% 0.7% 1.1% -1.8% -0.4% 3.1% 3.5% 0.3% 0.0% 1.5% 1.0% 1.1% 1.5% 2.0% 0.5% 2.0% 2.0% 2.7% 2.5% 2.1% 1.4% 1.8% 2.5% 2.3%

Industrial Electric Power 1.315 1.411 1.400 1.459 1.472 1.563 1.728 1.804 1.891 1.905 1.931 2.034 2.095 2.040 2.182 2.236 2.135 2.406 2.470 2.433 2.403 2.461 2.522 2.589 2.672 2.759 2.814 2.836 2.899 2.957 3.036 3.094 3.134 3.197 3.270 3.352

% Change, Annual Rate 2.0% 7.3% -0.8% 4.2% 0.9% 6.1% 10.6% 4.4% 4.8% 0.7% 1.3% 5.3% 3.0% -2.6% 7.0% 2.5% -4.5% 12.7% 2.7% -1.5% -1.2% 2.4% 2.5% 2.7% 3.2% 3.3% 2.0% 0.8% 2.2% 2.0% 2.7% 1.9% 1.3% 2.0% 2.3% 2.5%

Natural Gas 1.389 1.768 1.365 1.806 2.018 2.495 2.462 2.426 2.839 2.099 2.021 1.955 1.676 1.766 1.909 1.583 1.466 1.595 1.578 1.491 1.384 1.455 1.491 1.532 1.586 1.643 1.668 1.656 1.711 1.785 1.858 1.861 1.875 1.936 2.008 2.099

% Change, Annual Rate 34.2% 27.3% -22.8% 32.3% 11.8% 23.6% -1.3% -1.4% 17.0% -26.1% -3.7% -3.3% -14.3% 5.3% 8.1% -17.1% -7.4% 8.8% -1.1% -5.5% -7.2% 5.2% 2.4% 2.8% 3.5% 3.6% 1.5% -0.7% 3.3% 4.3% 4.1% 0.2% 0.8% 3.2% 3.7% 4.5%

Intermediate Energy Goods 1.017 1.041 0.959 1.119 1.232 1.492 1.628 1.746 2.081 1.625 1.878 2.199 2.184 2.137 2.115 1.689 1.526 1.710 1.908 1.792 1.583 1.702 1.775 1.846 1.938 2.037 2.068 2.022 2.077 2.146 2.221 2.283 2.320 2.387 2.479 2.571

% Change, Annual Rate 20.6% 2.3% -7.8% 16.6% 10.1% 21.1% 9.1% 7.3% 19.2% -21.9% 15.6% 17.1% -0.6% -2.2% -1.0% -20.1% -9.7% 12.1% 11.6% -6.1% -11.7% 7.6% 4.2% 4.1% 5.0% 5.1% 1.5% -2.2% 2.7% 3.3% 3.5% 2.8% 1.6% 2.9% 3.8% 3.7%

Average Hourly Earnings (USD)
Manufacturing 14.32 14.76 15.29 15.74 16.14 16.55 16.81 17.26 17.75 18.25 18.61 18.93 19.07 19.29 19.56 19.91 20.44 20.89 21.53 22.14 22.79 23.55 24.10 24.56 25.13 25.84 26.63 27.37 28.08 28.95 30.00 30.99 31.85 32.68 33.66 34.77

% Change, Annual Rate 3.4% 3.1% 3.6% 3.0% 2.6% 2.5% 1.5% 2.7% 2.9% 2.8% 2.0% 1.7% 0.8% 1.1% 1.4% 1.8% 2.7% 2.2% 3.1% 2.8% 2.9% 3.3% 2.4% 1.9% 2.3% 2.8% 3.0% 2.8% 2.6% 3.1% 3.6% 3.3% 2.8% 2.6% 3.0% 3.3%

Furniture Manufacturing 11.63 11.99 12.33 12.71 13.03 13.16 13.40 13.69 14.20 14.92 14.85 14.81 14.98 15.47 15.57 16.15 16.81 17.46 17.88 18.50 19.20 19.90 20.35 20.72 21.18 21.75 22.38 22.96 23.51 24.19 25.02 25.79 26.46 27.10 27.86 28.72

% Change, Annual Rate 4.1% 3.0% 2.9% 3.1% 2.6% 0.9% 1.8% 2.2% 3.8% 5.0% -0.4% -0.3% 1.1% 3.3% 0.6% 3.7% 4.1% 3.9% 2.4% 3.5% 3.8% 3.6% 2.3% 1.8% 2.2% 2.7% 2.9% 2.6% 2.4% 2.9% 3.4% 3.1% 2.6% 2.4% 2.8% 3.1%

Canada

Producer Prices (2010=1)
All Commodities 0.765 0.772 0.772 0.763 0.787 0.800 0.818 0.831 0.867 0.837 0.849 0.908 0.918 0.922 0.945 0.937 0.935 0.964 1.002 1.000 0.993 1.013 1.031 1.051 1.077 1.104 1.129 1.151 1.179 1.209 1.248 1.278 1.301 1.333 1.367 1.406

% Change, Annual Rate 4.3% 0.9% 0.1% -1.2% 3.2% 1.7% 2.2% 1.6% 4.3% -3.5% 1.5% 6.9% 1.1% 0.4% 2.5% -0.8% -0.2% 3.1% 3.9% -0.1% -0.7% 1.9% 1.8% 2.0% 2.5% 2.5% 2.2% 2.0% 2.4% 2.5% 3.3% 2.4% 1.8% 2.4% 2.6% 2.8%

Petroleum and Coal 0.522 0.499 0.472 0.517 0.602 0.744 0.810 0.851 1.070 0.772 0.872 1.096 1.146 1.168 1.178 0.916 0.833 0.944 1.089 1.033 0.743 0.803 0.878 0.940 1.008 1.079 1.088 1.076 1.117 1.164 1.213 1.257 1.287 1.335 1.397 1.460

% Change, Annual Rate 44.2% -4.3% -5.5% 9.6% 16.5% 23.6% 8.9% 5.1% 25.6% -27.8% 12.9% 25.7% 4.6% 1.9% 0.8% -22.3% -9.1% 13.4% 15.4% -5.2% -28.1% 8.2% 9.3% 7.0% 7.3% 7.0% 0.9% -1.1% 3.8% 4.2% 4.2% 3.7% 2.4% 3.7% 4.6% 4.5%

Average Hourly Earnings (CAD)
Manufacturing 18.29 18.39 18.62 19.40 20.03 20.56 20.52 21.62 21.98 20.87 21.91 22.60 23.25 23.25 23.43 24.49 24.83 25.55 25.33 26.11 26.70 27.16 27.68 28.42 29.40 30.39 31.27 31.45 32.01 32.85 34.06 34.91 35.65 36.64 37.74 38.95

% Change, Annual Rate 2.6% 0.5% 1.2% 4.2% 3.2% 2.6% -0.2% 5.3% 1.7% -5.1% 5.0% 3.2% 2.8% 0.0% 0.8% 4.5% 1.4% 2.9% -0.9% 3.1% 2.3% 1.7% 1.9% 2.7% 3.4% 3.4% 2.9% 0.6% 1.8% 2.6% 3.7% 2.5% 2.1% 2.8% 3.0% 3.2%

Forestry and Logging 21.27 21.91 21.01 22.85 23.70 22.93 23.04 22.09 22.24 20.32 24.64 24.88 24.52 27.73 26.86 27.83 28.81 28.33 30.92 28.80 28.87 29.01 29.64 30.48 31.55 32.63 33.57 33.73 34.30 35.16 36.42 37.30 38.04 39.07 40.20 41.45

% Change, Annual Rate 5.8% 3.0% -4.1% 8.8% 3.7% -3.3% 0.5% -4.1% 0.7% -8.6% 21.3% 1.0% -1.4% 13.1% -3.2% 3.6% 3.5% -1.7% 9.1% -6.8% 0.2% 0.5% 2.2% 2.8% 3.5% 3.4% 2.9% 0.5% 1.7% 2.5% 3.6% 2.4% 2.0% 2.7% 2.9% 3.1%

Table 2
North American Price Deflators

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035

US

GDP (Billion $2012 USD) 13,131 13,262 13,493 13,879 14,406 14,913 15,338 15,626 15,605 15,209 15,599 15,841 16,197 16,495 16,912 17,432 17,731 18,144 18,688 19,092 18,462 19,552 20,277 20,830 21,524 22,337 22,850 23,093 23,570 24,218 25,131 25,634 25,888 26,484 27,126 27,937

% Change, Annual Rate 4.1% 1.0% 1.7% 2.9% 3.8% 3.5% 2.9% 1.9% -0.1% -2.5% 2.6% 1.6% 2.2% 1.8% 2.5% 3.1% 1.7% 2.3% 3.0% 2.2% -3.3% 5.9% 3.7% 2.7% 3.3% 3.8% 2.3% 1.1% 2.1% 2.7% 3.8% 2.0% 1.0% 2.3% 2.4% 3.0%

Unemployment Rate 4.0% 4.7% 5.8% 6.0% 5.5% 5.1% 4.6% 4.6% 5.8% 9.3% 9.6% 8.9% 8.1% 7.4% 6.2% 5.3% 4.9% 4.4% 3.9% 3.7% 8.1% 6.1% 5.4% 4.7% 4.0% 3.6% 4.6% 5.5% 5.8% 5.5% 4.9% 4.6% 5.3% 5.8% 5.6% 5.3%

Consumer Prices (1982-84 = 1) 1.72 1.77 1.80 1.84 1.89 1.95 2.02 2.07 2.15 2.15 2.18 2.25 2.30 2.33 2.37 2.37 2.40 2.45 2.51 2.56 2.59 2.64 2.68 2.74 2.80 2.87 2.93 2.99 3.06 3.13 3.23 3.30 3.36 3.44 3.52 3.62

% Change, Annual Rate 3.4% 2.8% 1.6% 2.3% 2.7% 3.4% 3.2% 2.9% 3.8% -0.3% 1.6% 3.1% 2.1% 1.5% 1.6% 0.2% 1.2% 2.1% 2.4% 1.8% 1.3% 1.8% 1.8% 1.9% 2.3% 2.5% 2.2% 1.9% 2.3% 2.4% 3.2% 2.3% 1.7% 2.3% 2.5% 2.7%

WTI Oil Price ($ per Barrel) 30 26 26 31 41 56 66 72 100 62 79 95 94 98 93 49 43 51 65 57 39 46 52 64 75 80 76 62 77 87 107 97 87 97 107 117

Interest Rates
3-Mth T-Bill 5.8% 3.4% 1.6% 1.0% 1.4% 3.1% 4.7% 4.4% 1.4% 0.2% 0.1% 0.1% 0.1% 0.1% 0.0% 0.1% 0.3% 0.9% 1.9% 2.1% 0.4% 0.1% 0.1% 0.2% 0.6% 1.2% 1.6% 1.6% 2.0% 2.6% 3.1% 3.6% 2.0% 2.3% 2.6% 2.9%

10-Year Bond 6.0% 5.0% 4.6% 4.0% 4.3% 4.3% 4.8% 4.6% 3.7% 3.3% 3.2% 2.8% 1.8% 2.4% 2.5% 2.1% 1.8% 2.3% 2.9% 2.1% 0.9% 1.2% 1.3% 1.5% 1.7% 2.0% 2.4% 2.6% 3.0% 3.2% 3.6% 3.1% 2.3% 3.1% 3.4% 3.9%

30-Year Mortgage 8.1% 7.0% 6.5% 5.8% 5.8% 5.9% 6.4% 6.3% 6.0% 5.0% 4.7% 4.5% 3.7% 4.0% 4.2% 3.9% 3.6% 4.0% 4.5% 3.9% 3.1% 2.9% 3.0% 3.2% 3.4% 3.7% 4.2% 4.4% 4.8% 5.0% 5.4% 4.9% 4.1% 4.9% 5.2% 5.7%

Canada

GDP (Billion $2007 CAD) 1,448 1,473 1,518 1,545 1,593 1,644 1,687 1,722 1,740 1,689 1,741 1,796 1,827 1,870 1,923 1,936 1,955 2,015 2,064 2,102 1,986 2,093 2,165 2,217 2,282 2,358 2,406 2,425 2,470 2,529 2,618 2,665 2,685 2,735 2,794 2,864

% Change, Annual Rate 5.2% 1.8% 3.0% 1.8% 3.1% 3.2% 2.6% 2.1% 1.0% -2.9% 3.1% 3.1% 1.8% 2.3% 2.9% 0.7% 1.0% 3.0% 2.4% 1.9% -5.6% 5.4% 3.5% 2.4% 2.9% 3.3% 2.0% 0.8% 1.8% 2.4% 3.5% 1.8% 0.8% 1.8% 2.1% 2.5%

Unemployment Rate 6.8% 7.2% 7.7% 7.6% 7.2% 6.8% 6.3% 6.0% 6.2% 8.4% 8.0% 7.5% 7.3% 7.1% 6.9% 6.9% 7.0% 6.3% 5.8% 5.7% 9.5% 8.0% 7.3% 6.5% 6.3% 6.1% 5.7% 5.9% 6.5% 7.0% 6.4% 6.0% 5.6% 5.9% 6.2% 6.5%

Consumer Prices (2002 = 1) 0.95 0.98 1.00 1.03 1.05 1.07 1.09 1.11 1.14 1.14 1.16 1.20 1.22 1.23 1.25 1.27 1.28 1.30 1.33 1.36 1.37 1.39 1.42 1.45 1.48 1.51 1.55 1.58 1.61 1.65 1.70 1.74 1.77 1.81 1.86 1.91

% Change, Annual Rate 2.7% 2.5% 2.3% 2.7% 1.8% 2.2% 2.0% 2.1% 2.4% 0.3% 1.8% 2.9% 1.5% 0.9% 1.9% 1.1% 1.4% 1.6% 2.2% 2.0% 0.7% 1.7% 1.8% 1.9% 2.2% 2.4% 2.2% 1.9% 2.3% 2.4% 3.2% 2.3% 1.7% 2.3% 2.5% 2.7%

Exchange Rate (USD/CAD) 0.67 0.65 0.64 0.72 0.77 0.83 0.88 0.93 0.94 0.88 0.97 1.01 1.00 0.97 0.91 0.78 0.75 0.77 0.77 0.75 0.75 0.78 0.77 0.81 0.82 0.84 0.83 0.82 0.85 0.87 0.89 0.84 0.79 0.80 0.81 0.85

Interest Rates
3-Mth T-Bill 5.4% 3.7% 2.6% 2.9% 2.2% 2.7% 4.0% 4.1% 2.3% 0.3% 0.6% 0.9% 0.9% 1.0% 0.9% 0.5% 0.5% 0.7% 1.4% 1.7% 0.5% 0.2% 0.2% 0.3% 0.8% 1.3% 1.5% 1.5% 1.9% 2.5% 3.0% 3.5% 1.9% 2.2% 2.5% 2.8%

10-Year Bond 5.9% 5.5% 5.3% 4.8% 4.6% 4.1% 4.2% 4.3% 3.6% 3.3% 3.2% 2.8% 1.9% 2.3% 2.2% 1.5% 1.3% 1.8% 2.3% 1.6% 0.7% 1.0% 1.2% 1.4% 1.6% 1.9% 2.1% 2.3% 2.7% 2.9% 3.3% 2.8% 2.0% 2.8% 3.1% 3.6%

5-Year Conventional Mortgage 8.4% 7.4% 7.0% 6.4% 6.2% 6.0% 6.7% 7.1% 7.1% 5.6% 5.6% 5.4% 5.3% 5.2% 4.9% 4.7% 4.7% 4.8% 5.3% 5.3% 4.9% 4.8% 4.8% 4.9% 5.1% 5.4% 5.4% 5.6% 6.0% 6.2% 6.6% 6.1% 5.3% 6.1% 6.4% 6.9%

Table 1
North American Macroeconomic Indicators
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2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
Housing Starts, SAAR (Millions)
Total 1.57 1.60 1.71 1.85 1.95 2.07 1.81 1.34 0.90 0.55 0.59 0.61 0.78 0.93 1.00 1.11 1.18 1.21 1.25 1.30 1.40 1.54 1.55 1.60 1.68 1.73 1.49 1.29 1.41 1.50 1.71 1.50 1.32 1.50 1.62 1.75

Single-Family 1.23 1.27 1.36 1.51 1.60 1.72 1.47 1.04 0.62 0.44 0.47 0.43 0.54 0.62 0.65 0.71 0.78 0.85 0.87 0.89 1.00 1.16 1.12 1.18 1.26 1.26 1.04 0.85 0.90 0.98 1.14 1.00 0.87 0.96 1.05 1.16

Multifamily 0.34 0.33 0.35 0.35 0.35 0.35 0.34 0.31 0.28 0.11 0.11 0.18 0.25 0.31 0.35 0.39 0.39 0.36 0.38 0.40 0.40 0.37 0.44 0.42 0.42 0.47 0.44 0.44 0.51 0.52 0.56 0.50 0.45 0.54 0.57 0.59

Mobile Home Shipments
SAAR (Millions) 0.25 0.19 0.17 0.13 0.13 0.15 0.12 0.10 0.08 0.05 0.05 0.05 0.06 0.06 0.06 0.07 0.08 0.09 0.10 0.09 0.09 0.11 0.11 0.11 0.13 0.15 0.15 0.14 0.13 0.15 0.16 0.16 0.15 0.13 0.15 0.16

Total Supply of Housing
SAAR (Millions) 1.82 1.79 1.88 1.98 2.08 2.22 1.93 1.44 0.98 0.60 0.64 0.66 0.84 0.99 1.06 1.18 1.26 1.30 1.34 1.39 1.49 1.65 1.66 1.71 1.81 1.88 1.63 1.43 1.54 1.65 1.86 1.66 1.47 1.63 1.77 1.91

Expenditures on Residential Improvements
SAAR, Billions $2012 108.4 108.2 121.3 118.3 127.6 148.3 136.9 129.6 125.5 115.2 117.2 121.7 114.9 115.5 121.8 129.8 138.3 158.2 146.6 136.9 154.8 160.2 159.4 162.8 166.7 168.1 165.7 162.4 165.2 170.2 179.0 181.7 178.4 182.0 187.4 194.0

% Change, Annual Rate 4.8% -0.2% 12.1% -2.4% 7.9% 16.2% -7.7% -5.3% -3.2% -8.2% 1.7% 3.9% -5.6% 0.5% 5.5% 6.6% 6.5% 14.4% -7.3% -6.6% 13.1% 3.5% -0.5% 2.2% 2.4% 0.8% -1.4% -2.0% 1.7% 3.0% 5.2% 1.5% -1.8% 2.0% 3.0% 3.5%

Industrial Production
SA, 2012 = 1.00 0.952 0.923 0.926 0.938 0.964 0.996 1.018 1.044 1.008 0.892 0.941 0.971 1.000 1.020 1.052 1.041 1.021 1.044 1.086 1.095 1.020 1.082 1.112 1.138 1.182 1.233 1.264 1.275 1.310 1.355 1.416 1.449 1.448 1.480 1.528 1.581

% Change, Annual Rate 3.9% -3.1% 0.4% 1.3% 2.7% 3.3% 2.3% 2.5% -3.5% -11.5% 5.5% 3.1% 3.0% 2.0% 3.1% -1.0% -2.0% 2.3% 3.9% 0.9% -6.8% 6.0% 2.8% 2.3% 3.8% 4.3% 2.5% 0.9% 2.7% 3.4% 4.5% 2.4% -0.1% 2.2% 3.2% 3.5%

Furniture and Related Production
SA, 2012 = 1.00 1.472 1.380 1.427 1.405 1.445 1.498 1.477 1.422 1.283 0.931 0.919 0.950 1.000 1.008 1.013 1.063 1.066 1.063 1.064 1.061 0.954 0.978 1.016 1.052 1.081 1.116 1.132 1.165 1.194 1.226 1.263 1.259 1.249 1.281 1.315 1.341

% Change, Annual Rate 1.7% -6.2% 3.4% -1.5% 2.8% 3.7% -1.4% -3.8% -9.7% -27.5% -1.3% 3.3% 5.3% 0.8% 0.5% 4.9% 0.3% -0.3% 0.0% -0.2% -10.1% 2.4% 4.0% 3.5% 2.8% 3.2% 1.4% 2.9% 2.5% 2.7% 3.1% -0.4% -0.8% 2.5% 2.7% 2.0%

Nonresidental Construction Expenditures
SAAR, Billions $2012 818.4 809.3 737.9 701.5 671.1 642.2 645.4 724.6 751.7 702.3 603.3 561.2 574.6 568.7 590.0 640.3 672.2 652.7 671.9 686.2 678.1 661.2 688.7 697.4 706.1 714.9 726.0 711.5 718.6 733.0 753.5 761.1 751.9 763.2 776.6 792.1

% Change, Annual Rate 5.1% -1.1% -8.8% -4.9% -4.3% -4.3% 0.5% 12.3% 3.7% -6.6% -14.1% -7.0% 2.4% -1.0% 3.8% 8.5% 5.0% -2.9% 2.9% 2.1% -1.2% -2.5% 4.2% 1.3% 1.2% 1.3% 1.5% -2.0% 1.0% 2.0% 2.8% 1.0% -1.2% 1.5% 1.7% 2.0%

Table 3
US End-Use Market Indicators

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
Housing Starts SAAR (Thousands)
Total 152.0 163.0 205.4 219.0 234.1 225.2 228.5 228.4 211.1 148.0 191.6 193.4 214.2 188.0 189.1 193.6 198.2 220.0 213.6 208.3 218.9 210.5 210.3 192.5 191.5 194.0 189.3 182.0 165.0 170.0 180.0 172.0 160.0 168.0 177.0 186.0

Single-Family 92.5 96.0 125.0 123.2 128.9 120.1 122.0 118.9 92.8 74.4 94.0 82.2 83.9 76.9 75.0 67.2 74.5 77.2 67.0 55.5 60.0 59.9 64.9 62.0 66.0 67.3 61.5 56.2 51.9 58.5 64.7 64.2 59.3 62.0 61.1 62.3

Multifamily 59.4 66.9 80.4 95.7 105.2 105.1 106.4 109.5 118.3 73.6 97.6 111.2 131.5 111.1 114.1 126.4 123.6 142.8 146.6 152.7 159.0 150.6 145.3 130.5 125.5 126.7 127.8 125.8 113.1 111.5 115.3 107.8 100.7 106.0 115.9 123.7

Expenditures on Residential Improvements
SAAR, Billions C$2012 22.7 26.4 27.6 29.5 31.5 34.7 37.2 40.4 40.8 42.6 44.5 45.3 45.8 46.6 48.4 49.1 50.6 52.2 53.0 52.8 50.9 53.4 54.4 55.1 56.4 58.3 60.4 61.6 60.7 61.3 62.8 63.7 64.1 64.8 66.5 68.8

% Change, Annual Rate 11.9% 16.3% 4.7% 6.8% 6.8% 10.2% 7.2% 8.6% 1.0% 4.3% 4.6% 1.8% 1.1% 1.7% 3.7% 1.4% 3.1% 3.2% 1.6% -0.4% -3.5% 4.9% 1.8% 1.4% 2.3% 3.4% 3.6% 2.0% -1.5% 1.0% 2.5% 1.5% 0.5% 1.2% 2.5% 3.5%

Industrial Production
SA, 2012 = 1.00 1.011 0.984 1.005 1.008 1.034 1.059 1.060 1.046 1.014 0.900 0.954 1.000 1.000 1.018 1.069 1.064 1.064 1.104 1.145 1.143 1.043 1.107 1.151 1.180 1.226 1.285 1.320 1.337 1.364 1.396 1.442 1.471 1.487 1.516 1.551 1.592

% Change, Annual Rate 6.8% -2.7% 2.2% 0.3% 2.6% 2.3% 0.1% -1.3% -3.0% -11.3% 6.0% 4.8% 0.0% 1.8% 5.1% -0.5% 0.1% 3.7% 3.7% -0.2% -8.7% 6.2% 3.9% 2.5% 3.9% 4.7% 2.7% 1.3% 2.0% 2.4% 3.3% 2.0% 1.1% 1.9% 2.3% 2.7%

Furniture and Related Production
SA, 2012 = 1.00 1.662 1.726 1.719 1.569 1.639 1.525 1.422 1.353 1.257 1.026 1.035 0.997 1.000 1.034 1.021 1.087 1.134 1.161 1.113 1.120 0.945 1.038 1.109 1.127 1.158 1.187 1.200 1.202 1.211 1.226 1.251 1.261 1.259 1.267 1.280 1.298

% Change, Annual Rate 15.9% 3.8% -0.4% -8.7% 4.5% -6.9% -6.8% -4.8% -7.1% -18.4% 0.9% -3.7% 0.3% 3.4% -1.3% 6.6% 4.3% 2.3% -4.1% 0.6% -15.7% 9.9% 6.9% 1.6% 2.8% 2.5% 1.1% 0.1% 0.8% 1.2% 2.1% 0.8% -0.1% 0.6% 1.0% 1.4%

Nonresidental Construction Expenditures
SAAR, Billions C$2012 35.3 36.4 39.7 38.6 40.0 39.4 42.4 41.5 44.0 44.2 47.5 49.4 50.2 50.1 50.6 48.0 45.6 47.0 48.5 48.9 47.1 47.6 49.7 50.3 51.3 52.4 53.7 54.3 53.2 53.6 54.6 55.1 55.2 55.6 56.7 58.4

% Change, Annual Rate -7.3% 3.2% 9.0% -2.8% 3.8% -1.5% 7.4% -2.1% 6.2% 0.5% 7.3% 4.2% 1.6% -0.2% 1.0% -5.2% -4.9% 3.1% 3.2% 0.8% -3.6% 1.0% 4.4% 1.2% 2.0% 2.1% 2.6% 1.0% -2.0% 0.8% 1.8% 1.0% 0.1% 0.7% 2.0% 3.0%

Table 4
Canadian End-Use Indicators

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
Single-Family 1.232 1.272 1.363 1.505 1.604 1.719 1.474 1.036 0.616 0.442 0.471 0.434 0.537 0.619 0.646 0.712 0.785 0.851 0.872 0.893 1.002 1.163 1.116 1.178 1.260 1.261 1.045 0.851 0.902 0.980 1.143 1.000 0.868 0.956 1.050 1.158
  US Northeast 0.119 0.110 0.119 0.116 0.127 0.137 0.121 0.093 0.063 0.043 0.052 0.041 0.047 0.055 0.051 0.054 0.060 0.062 0.064 0.058 0.061 0.067 0.063 0.065 0.068 0.066 0.053 0.041 0.043 0.046 0.052 0.045 0.038 0.041 0.044 0.048

  US North Central 0.260 0.269 0.280 0.309 0.307 0.305 0.240 0.168 0.102 0.074 0.079 0.077 0.093 0.102 0.103 0.105 0.124 0.131 0.122 0.121 0.139 0.161 0.152 0.158 0.167 0.165 0.134 0.108 0.112 0.120 0.138 0.119 0.102 0.110 0.120 0.130

  US South 0.554 0.589 0.629 0.689 0.741 0.834 0.756 0.535 0.320 0.233 0.247 0.230 0.283 0.328 0.347 0.389 0.421 0.454 0.464 0.500 0.557 0.645 0.624 0.662 0.712 0.717 0.597 0.489 0.519 0.566 0.662 0.580 0.505 0.557 0.613 0.679

  US West 0.299 0.303 0.336 0.391 0.430 0.442 0.357 0.239 0.131 0.092 0.093 0.086 0.115 0.134 0.145 0.165 0.180 0.204 0.222 0.214 0.245 0.289 0.278 0.293 0.313 0.313 0.260 0.213 0.227 0.248 0.291 0.256 0.223 0.247 0.272 0.302

Multifamily 0.341 0.330 0.347 0.349 0.345 0.354 0.338 0.306 0.284 0.112 0.114 0.178 0.247 0.309 0.354 0.395 0.392 0.356 0.376 0.403 0.395 0.375 0.437 0.422 0.420 0.469 0.440 0.439 0.512 0.523 0.565 0.500 0.452 0.544 0.570 0.592
  US Northeast 0.037 0.038 0.040 0.046 0.048 0.052 0.050 0.050 0.056 0.018 0.019 0.027 0.033 0.041 0.059 0.082 0.056 0.050 0.047 0.058 0.052 0.047 0.053 0.049 0.048 0.051 0.047 0.046 0.053 0.054 0.058 0.051 0.046 0.055 0.057 0.059

  US North Central 0.057 0.061 0.072 0.064 0.049 0.052 0.044 0.038 0.033 0.021 0.018 0.026 0.036 0.046 0.056 0.045 0.061 0.049 0.048 0.049 0.055 0.054 0.062 0.059 0.058 0.064 0.059 0.057 0.066 0.067 0.071 0.063 0.056 0.068 0.070 0.072

  US South 0.161 0.142 0.155 0.153 0.166 0.166 0.156 0.140 0.131 0.048 0.050 0.079 0.117 0.140 0.150 0.168 0.163 0.148 0.166 0.188 0.186 0.176 0.207 0.201 0.202 0.228 0.215 0.216 0.252 0.258 0.280 0.248 0.225 0.271 0.285 0.296

  US West 0.087 0.088 0.080 0.085 0.083 0.084 0.089 0.079 0.064 0.025 0.027 0.046 0.061 0.082 0.090 0.100 0.112 0.109 0.115 0.107 0.102 0.098 0.116 0.112 0.112 0.126 0.119 0.120 0.140 0.144 0.156 0.138 0.125 0.151 0.158 0.164

Mobile Homes 0.250 0.192 0.168 0.131 0.130 0.148 0.118 0.096 0.082 0.050 0.050 0.052 0.055 0.060 0.064 0.071 0.081 0.093 0.096 0.094 0.094 0.108 0.107 0.114 0.125 0.153 0.150 0.142 0.126 0.147 0.157 0.157 0.147 0.131 0.150 0.161
  US Northeast 0.014 0.012 0.011 0.010 0.010 0.010 0.008 0.007 0.005 0.003 0.004 0.004 0.004 0.004 0.004 0.005 0.005 0.006 0.006 0.005 0.005 0.005 0.005 0.005 0.006 0.007 0.006 0.006 0.005 0.006 0.006 0.006 0.005 0.005 0.005 0.006

  US North Central 0.047 0.036 0.031 0.024 0.020 0.017 0.013 0.010 0.008 0.005 0.006 0.007 0.008 0.008 0.009 0.010 0.011 0.014 0.014 0.014 0.014 0.015 0.015 0.016 0.017 0.021 0.020 0.019 0.017 0.020 0.020 0.020 0.019 0.017 0.019 0.020

  US South 0.145 0.110 0.094 0.069 0.072 0.088 0.070 0.060 0.055 0.034 0.034 0.034 0.037 0.040 0.042 0.046 0.054 0.059 0.064 0.063 0.060 0.072 0.072 0.077 0.084 0.103 0.102 0.096 0.086 0.101 0.108 0.108 0.102 0.091 0.104 0.111

  US West 0.044 0.034 0.032 0.027 0.028 0.033 0.027 0.019 0.014 0.007 0.007 0.007 0.007 0.008 0.009 0.010 0.012 0.014 0.013 0.013 0.015 0.016 0.015 0.016 0.018 0.022 0.022 0.021 0.018 0.021 0.023 0.023 0.022 0.019 0.022 0.024

Table 5
US Regional Housing Starts

Millions
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2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035

US

Single-Family 2.309 2.308 2.320 2.345 2.383 2.464 2.496 2.517 2.457 2.376 2.389 2.518 2.525 2.673 2.676 2.691 2.631 2.599 2.565 2.505 2.481 2.477 2.459 2.456 2.485 2.518 2.502 2.491 2.508 2.560 2.606 2.578 2.547 2.557 2.582 2.606
  US Northeast 2.432 2.517 2.506 2.527 2.541 2.614 2.625 2.621 2.713 2.577 2.513 2.623 2.552 2.678 2.806 2.829 2.757 2.789 2.764 2.715 2.676 2.692 2.611 2.579 2.612 2.651 2.562 2.522 2.538 2.596 2.664 2.639 2.599 2.614 2.656 2.701

  US North Central 2.183 2.184 2.205 2.210 2.280 2.301 2.321 2.323 2.263 2.281 2.273 2.298 2.351 2.560 2.611 2.469 2.443 2.357 2.403 2.374 2.342 2.422 2.407 2.399 2.445 2.494 2.466 2.433 2.448 2.507 2.591 2.588 2.541 2.546 2.584 2.625

  US South 2.338 2.300 2.325 2.358 2.407 2.493 2.534 2.580 2.474 2.360 2.415 2.598 2.599 2.738 2.699 2.765 2.681 2.676 2.608 2.534 2.498 2.469 2.452 2.444 2.469 2.498 2.506 2.505 2.525 2.577 2.611 2.575 2.553 2.564 2.587 2.605

  US West 2.315 2.359 2.339 2.371 2.366 2.480 2.492 2.480 2.453 2.399 2.367 2.450 2.473 2.609 2.643 2.615 2.594 2.521 2.513 2.452 2.475 2.476 2.468 2.486 2.517 2.547 2.501 2.481 2.494 2.540 2.593 2.568 2.529 2.536 2.558 2.583

Multifamily 1.175 1.180 1.189 1.180 1.249 1.288 1.285 1.279 1.161 1.172 1.177 1.133 1.135 1.179 1.173 1.152 1.172 1.153 1.121 1.114 1.099 1.132 1.134 1.140 1.160 1.175 1.171 1.165 1.168 1.183 1.205 1.202 1.190 1.192 1.204 1.218
  US Northeast 1.272 1.172 1.071 1.130 1.251 1.342 1.289 1.577 1.229 1.133 1.208 1.179 1.264 1.336 1.268 1.100 1.098 1.125 1.026 1.024 0.996 1.035 1.053 1.068 1.087 1.103 1.093 1.086 1.094 1.118 1.146 1.136 1.122 1.130 1.147 1.166

  US North Central 1.211 1.170 1.216 1.182 1.221 1.146 1.244 1.229 1.242 1.093 1.134 1.176 1.208 1.177 1.220 1.317 1.222 1.189 1.156 1.234 1.083 1.155 1.142 1.151 1.174 1.204 1.190 1.182 1.188 1.202 1.216 1.211 1.203 1.207 1.217 1.228

  US South 1.171 1.215 1.229 1.209 1.291 1.344 1.304 1.209 1.143 1.200 1.188 1.129 1.118 1.171 1.185 1.175 1.223 1.190 1.179 1.158 1.152 1.169 1.164 1.168 1.186 1.200 1.200 1.193 1.195 1.210 1.233 1.231 1.218 1.219 1.231 1.246

  US West 1.129 1.128 1.154 1.151 1.187 1.233 1.269 1.247 1.130 1.194 1.129 1.081 1.066 1.134 1.077 1.110 1.115 1.111 1.061 1.058 1.065 1.098 1.113 1.117 1.136 1.145 1.139 1.135 1.136 1.149 1.170 1.169 1.159 1.160 1.169 1.181

Mobile Homes 1.521 1.563 1.602 1.622 1.613 1.599 1.603 1.586 1.551 1.526 1.498 1.471 1.476 1.457 1.435 1.436 1.438 1.431 1.442 1.449 1.460 1.460 1.471 1.485 1.501 1.519 1.504 1.487 1.497 1.512 1.529 1.514 1.496 1.506 1.519 1.535

Canada

Single-Family 1.889 1.851 1.824 1.806 1.817 1.859 1.864 1.913 1.901 1.857 1.841 1.859 1.908 1.949 1.976 2.029 2.071 2.104 2.131 2.144 2.125 2.132 2.153 2.189 2.223 2.250 2.247 2.273 2.304 2.301 2.302 2.313 2.319 2.313 2.304 2.304

Multifamily 1.051 1.059 1.071 1.067 1.129 1.164 1.162 1.158 1.026 1.004 1.028 1.046 1.073 1.105 1.112 1.129 1.149 1.169 1.181 1.195 1.207 1.213 1.221 1.232 1.244 1.242 1.240 1.250 1.257 1.256 1.254 1.258 1.262 1.258 1.253 1.253

Table 6
North American Home Sizes

Thousand Square Feet

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
C&Btr

1x4 -                -                1,687          1,380          1,632          1,768          1,447          1,450          1,450          1,450          1,313          1,525          1,561          1,359          1,610          1,700          1,700          1,720          2,029          1,748          1,509          1,761          1,729          1,776          1,811          1,806          1,775          1,780          1,852          1,907          1,919          1,887          1,881          1,946          2,005          2,060          

1x6 -                -                2,315          1,813          2,053          2,132          1,685          1,980          2,075          1,853          1,191          1,421          1,502          1,469          1,782          1,900          1,900          1,920          2,319          1,819          1,759          2,122          1,963          2,028          2,049          2,024          1,985          2,003          2,114          2,200          2,195          2,146          2,138          2,254          2,351          2,441          

1x8 -                -                2,202          1,679          1,830          2,005          1,724          1,890          1,952          1,732          1,161          1,372          1,499          1,477          1,662          1,800          1,800          1,820          2,219          1,729          1,727          1,967          1,868          1,922          1,939          1,922          1,894          1,917          2,010          2,083          2,082          2,048          2,048          2,145          2,228          2,305          

1x10 -                -                1,890          1,556          1,699          1,736          1,424          1,558          1,700          1,539          1,142          1,459          1,460          1,230          1,556          1,700          1,700          1,720          1,959          1,572          1,638          1,874          1,761          1,814          1,839          1,826          1,801          1,822          1,910          1,980          1,985          1,954          1,955          2,046          2,122          2,194          

1x12 -                -                2,342          1,968          2,171          2,192          1,876          2,025          2,052          1,909          1,321          1,530          1,581          1,353          1,739          1,900          1,900          1,920          2,490          1,954          1,873          2,169          2,012          2,080          2,105          2,071          2,019          2,038          2,162          2,255          2,250          2,189          2,175          2,303          2,408          2,506          

D 

1x4 -                -                619               644               953               891               732               748               748               700               700               756               775               798               886               900               900               913               1,100          1,056          1,063          1,243          1,154          1,204          1,263          1,275          1,249          1,247          1,321          1,373          1,396          1,369          1,364          1,423          1,473          1,527          

1x6 -                -                919               830               1,069          1,157          1,133          1,076          998               910               806               875               900               909               997               1,050          1,050          1,063          1,298          1,256          1,252          1,486          1,422          1,485          1,555          1,587          1,547          1,527          1,618          1,684          1,724          1,687          1,665          1,730          1,797          1,865          

1x8 -                -                806               791               1,053          1,096          932               917               898               810               799               875               900               909               997               1,050          1,050          1,063          1,298          1,256          1,241          1,448          1,395          1,456          1,525          1,557          1,527          1,520          1,604          1,664          1,704          1,677          1,668          1,730          1,789          1,852          

1x10 -                -                968               866               1,043          1,087          1,032          1,009          948               860               817               870               900               909               997               1,050          1,050          1,062          1,200          1,200          1,241          1,406          1,336          1,387          1,444          1,467          1,439          1,431          1,504          1,555          1,588          1,562          1,551          1,605          1,658          1,714          

1x12 -                -                1,534          1,396          1,664          1,822          1,705          1,709          1,562          1,504          1,159          1,148          1,200          1,172          1,190          1,300          1,300          1,313          1,500          1,500          1,516          1,580          1,539          1,561          1,585          1,574          1,550          1,551          1,592          1,615          1,631          1,609          1,595          1,638          1,683          1,713          

#2&Btr

1x4 385               406               415               420               519               484               523               558               454               408               408               453               477               533               622               579               545               541               555               555               731               902               716               761               818               814               761               738               817               869               884               829               803               860               905               955               

1x6 463               436               469               457               542               520               502               537               413               431               465               470               490               555               656               583               647               586               608               683               755               936               753               796               852               841               783               758               832               882               890               829               803               860               899               942               

1x8 489               446               470               467               513               525               497               525               421               407               496               484               486               528               609               566               572               615               602               578               667               816               660               690               728               712               668               650               704               743               751               705               682               732               763               798               

1x10 470               456               522               444               514               485               580               472               446               373               487               461               462               576               626               570               507               564               568               544               627               808               637               671               714               693               636               609               682               729               736               674               639               702               744               789               

1x12 639               657               703               566               767               655               671               680               446               520               619               587               552               631               717               656               595               598               631               712               744               923               719               808               831               804               706               688               799               874               870               764               734               815               879               952               

#3

1x4 255               248               272               272               342               373               343               282               277               248               321               336               324               424               418               383               353               446               477               462               474               603               517               549               591               595               565               553               602               636               652               623               610               645               675               707               

1x6 271               250               270               279               358               370               326               282               268               256               360               339               369               435               430               368               361               444               461               424               512               660               515               548               593               578               535               519               582               622               626               578               558               608               641               679               

1x8 316               272               286               313               415               357               322               275               271               257               371               344               360               427               435               371               345               427               477               420               442               580               483               507               539               521               488               477               525               559               564               525               508               552               579               608               

1x10 306               273               275               315               424               380               381               284               280               265               410               381               403               471               531               428               315               479               512               418               489               638               511               543               577               548               504               491               561               607               609               559               535               600               639               685               

1x12 353               342               319               353               477               394               400               299               293               310               445               426               395               496               557               448               333               494               504               431               592               691               535               571               611               565               504               484               577               633               624               551               517               599               647               704               

#4

1x4 -                -                187               201               278               277               262               208               217               162               250               272               241               343               329               265               212               339               409               388               342               468               397               425               462               462               433               420               464               495               507               477               464               495               521               550               

1x6 -                -                196               206               300               297               262               195               215               177               279               286               268               363               361               241               203               340               360               280               308               450               367               390               419               407               373               360               404               431               433               396               381               415               438               463               

1x8 -                -                182               201               318               296               262               189               190               175               279               286               255               363               356               224               193               323               372               313               312               453               360               383               413               399               366               352               396               425               430               394               377               414               438               466               

1x10 -                -                183               201               321               304               262               192               190               176               284               289               271               368               360               242               193               322               373               308               309               451               368               396               421               406               370               358               407               438               442               403               387               428               455               486               

1x12 -                -                200               210               346               293               281               197               196               179               302               302               278               369               368               243               200               337               380               290               321               458               373               400               428               409               369               355               408               442               442               399               380               424               452               485               

#5
1x4 -                -                112               120               167               166               157               125               130               97                  150               163               144               206               197               159               127               204               246               233               205               281               238               255               277               277               260               252               279               297               304               286               278               297               313               330               

1x6 -                -                118               124               180               178               157               117               129               106               167               172               161               218               216               144               122               204               216               168               185               270               220               234               251               244               224               216               243               259               260               238               229               249               263               278               

1x8 -                -                109               121               191               178               157               113               114               105               168               172               153               218               213               135               116               194               223               188               187               272               216               230               248               240               219               211               237               255               258               236               226               248               263               280               

1x10 -                -                110               121               193               183               157               115               114               105               170               174               163               221               216               145               116               193               224               185               186               271               221               237               253               243               222               215               244               263               265               242               232               257               273               291               

1x12 -                -                120               126               207               176               169               118               118               107               181               181               167               221               221               146               120               202               228               174               192               275               224               240               257               245               221               213               245               265               265               239               228               254               271               291               

Weighted Average Ponderosa Pine Prices
Index 405               383               388               390               491               457               438               413               353               341               420               413               419               492               531               461               433               496               516               494               581               732               590               628               669               653               604               586               653               698               704               651               628               682               720               762               

Nominal Lumber Prices, $/MBF
Ponderosa Pine, Kiln-Dried, California Mills

Table 8
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2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
C&Btr

1x4 2,473          1,977          2,277          2,386          1,892          1,843          1,776          1,781          1,587          1,787          1,793          1,538          1,792          1,890          1,867          1,850          2,130          1,802          1,536          1,761          1,698          1,711          1,706          1,660          1,597          1,571          1,598          1,607          1,567          1,506          1,476          1,493          1,500          1,501          

1x6 3,392          2,597          2,865          2,878          2,204          2,518          2,541          2,277          1,440          1,666          1,724          1,663          1,985          2,112          2,087          2,065          2,434          1,876          1,791          2,122          1,928          1,954          1,931          1,861          1,785          1,768          1,824          1,853          1,792          1,712          1,678          1,729          1,759          1,779          

1x8 3,226          2,405          2,554          2,706          2,255          2,402          2,390          2,128          1,403          1,608          1,721          1,672          1,850          2,001          1,977          1,957          2,330          1,782          1,758          1,967          1,834          1,852          1,827          1,767          1,703          1,692          1,734          1,755          1,700          1,635          1,607          1,645          1,667          1,679          

1x10 2,769          2,229          2,371          2,344          1,862          1,980          2,082          1,891          1,380          1,710          1,676          1,391          1,732          1,890          1,867          1,850          2,057          1,620          1,668          1,874          1,729          1,748          1,733          1,678          1,620          1,608          1,648          1,668          1,620          1,560          1,534          1,569          1,588          1,598          

1x12 3,432          2,820          3,029          2,959          2,453          2,574          2,513          2,345          1,597          1,794          1,815          1,530          1,937          2,112          2,087          2,065          2,614          2,015          1,907          2,169          1,975          2,005          1,984          1,904          1,816          1,798          1,865          1,900          1,837          1,747          1,707          1,766          1,802          1,826          

D 

1x4 907               923               1,330          1,203          957               950               916               860               846               886               890               903               986               1,000          989               982               1,154          1,089          1,082          1,243          1,133          1,161          1,190          1,172          1,123          1,100          1,140          1,157          1,140          1,093          1,070          1,092          1,102          1,113          

1x6 1,346          1,188          1,491          1,562          1,481          1,368          1,222          1,118          974               1,025          1,033          1,029          1,110          1,167          1,153          1,143          1,363          1,295          1,274          1,486          1,396          1,431          1,465          1,459          1,391          1,348          1,395          1,419          1,408          1,346          1,306          1,327          1,345          1,359          

1x8 1,181          1,133          1,470          1,479          1,219          1,166          1,100          995               966               1,025          1,033          1,029          1,110          1,167          1,153          1,143          1,363          1,295          1,264          1,448          1,369          1,403          1,437          1,431          1,374          1,342          1,384          1,402          1,391          1,338          1,309          1,327          1,339          1,349          

1x10 1,419          1,240          1,455          1,467          1,349          1,283          1,161          1,056          988               1,020          1,033          1,029          1,110          1,167          1,153          1,142          1,260          1,237          1,264          1,406          1,312          1,337          1,361          1,349          1,295          1,263          1,297          1,310          1,296          1,246          1,217          1,231          1,241          1,249          

1x12 2,248          2,000          2,321          2,459          2,230          2,173          1,913          1,848          1,400          1,346          1,378          1,326          1,325          1,445          1,428          1,412          1,574          1,547          1,544          1,580          1,512          1,504          1,494          1,447          1,394          1,369          1,373          1,361          1,331          1,284          1,252          1,256          1,259          1,248          

#2&Btr

1x4 589               605               608               602               724               653               684               710               556               502               493               531               548               604               692               644               599               582               582               572               744               902               703               733               771               748               684               651               705               732               721               662               630               660               677               696               

1x6 709               649               687               654               756               701               656               683               506               530               562               551               562               628               731               648               710               630               638               704               769               936               740               767               803               774               704               669               717               743               727               662               630               660               672               686               

1x8 748               664               688               668               716               708               649               668               516               501               600               567               558               597               678               629               628               661               632               596               679               816               648               665               686               654               601               574               608               626               614               563               535               561               571               581               

1x10 719               679               765               637               717               655               758               600               546               458               589               541               530               652               697               633               557               606               597               561               638               808               626               647               673               637               572               538               588               614               601               538               502               538               557               575               

1x12 979               978               1,030          811               1,070          884               878               864               547               639               748               688               634               714               799               729               653               643               663               734               757               923               706               779               783               739               635               607               689               736               710               610               576               625               657               694               

#3

1x4 390               369               398               389               477               503               448               358               339               304               388               394               372               480               466               425               387               480               501               476               483               603               507               529               557               547               508               488               519               536               532               497               479               495               505               515               

1x6 414               372               396               399               499               499               426               358               328               314               435               398               424               493               479               409               396               477               484               438               522               660               506               529               559               531               481               458               502               524               511               461               438               466               480               495               

1x8 483               405               419               448               579               482               421               350               332               316               449               403               414               483               484               413               379               459               501               433               450               580               474               489               508               479               439               421               453               471               460               419               399               423               433               443               

1x10 468               406               404               451               592               513               499               361               343               325               496               446               462               533               591               475               346               515               538               431               498               638               502               523               543               503               454               434               484               512               497               446               420               460               478               499               

1x12 541               510               468               506               666               531               522               380               359               381               538               499               454               562               621               498               366               531               529               444               603               691               525               550               576               520               453               428               497               533               510               440               406               460               484               513               

#4

1x4 274               287               388               375               343               264               266               199               302               319               276               388               366               295               233               365               430               400               348               468               390               410               435               425               389               370               400               417               414               381               364               380               390               401               

1x6 288               296               418               401               343               248               263               217               337               336               308               411               401               267               222               365               378               289               314               450               360               376               395               374               336               318               349               363               354               316               299               319               327               337               

1x8 267               288               444               400               343               240               233               215               338               336               293               411               396               249               212               347               390               323               318               453               353               369               389               367               329               310               341               358               351               314               296               317               328               339               

1x10 267               289               449               411               343               244               233               216               343               339               311               417               401               269               212               346               392               318               315               451               362               381               397               373               333               316               351               369               360               322               303               328               340               354               

1x12 294               301               482               395               368               250               240               219               365               354               319               418               410               270               220               363               399               299               327               458               366               386               403               376               332               313               352               372               361               318               298               325               338               353               

#5

1x4 164               172               233               225               206               158               159               120               181               191               166               233               220               177               140               219               258               240               209               281               234               246               261               255               233               222               240               250               248               228               218               228               234               241               

1x6 173               177               251               240               206               149               158               130               202               201               185               247               241               160               133               219               227               173               188               270               216               226               237               224               201               191               209               218               212               190               179               191               196               202               

1x8 160               173               266               240               206               144               140               129               203               201               176               247               238               150               127               208               234               194               191               272               212               222               233               220               197               186               205               215               211               189               178               190               197               204               

1x10 160               173               269               246               206               146               140               129               206               203               187               250               241               162               127               208               235               191               189               271               217               229               238               224               200               190               210               222               216               193               182               197               204               212               

1x12 176               180               289               237               221               150               144               132               219               213               192               251               246               162               132               218               240               180               196               275               219               231               242               226               199               188               211               223               217               191               179               195               203               212               

Weighted Average Ponderosa Pine Prices
Index 620               570               584               573               709               641               595               541               449               433               531               508               503               586               622               537               495               568               583               545               616               766               607               634               660               629               569               542               591               616               602               544               516               548               564               582               

Inflation Assumption
CPI, 2021=1 0.653          0.672          0.682          0.698          0.717          0.741          0.765          0.787          0.817          0.814          0.827          0.853          0.871          0.884          0.898          0.900          0.910          0.930          0.953          0.970          0.982          1.000          1.018          1.038          1.061          1.088          1.112          1.133          1.159          1.187          1.225          1.253          1.274          1.304          1.336          1.372          

Inflation-Adjusted Lumber Prices, $2021/MBF
Ponderosa Pine, Kiln-Dried, California Mills

Table 9
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38       Back to ToC

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 Forecast
C & Btr

       4" 0.10% 0.17% 0.27% 0.19% 0.19% 0.23% 0.17% 0.20% 0.19% 0.11% 0.12% 0.13% 0.09% 0.08% 0.06% 0.06% 0.05% 0.05% 0.14%

       6" 0.10% 0.14% 0.25% 0.19% 0.21% 0.20% 0.22% 0.13% 0.18% 0.13% 0.12% 0.14% 0.09% 0.09% 0.07% 0.07% 0.06% 0.07% 0.14%

       8" 0.09% 0.12% 0.19% 0.13% 0.14% 0.14% 0.16% 0.11% 0.11% 0.08% 0.08% 0.10% 0.08% 0.07% 0.05% 0.05% 0.04% 0.04% 0.10%

      10" 0.07% 0.07% 0.11% 0.09% 0.07% 0.08% 0.09% 0.08% 0.05% 0.05% 0.07% 0.08% 0.04% 0.03% 0.03% 0.02% 0.02% 0.03% 0.06%

      12" 0.09% 0.09% 0.12% 0.09% 0.12% 0.12% 0.10% 0.07% 0.07% 0.10% 0.18% 0.11% 0.08% 0.08% 0.06% 0.04% 0.03% 0.04% 0.09%

 D 
       4" 0.26% 0.29% 0.33% 0.37% 0.37% 0.33% 0.24% 0.29% 0.14% 0.12% 0.18% 0.15% 0.11% 0.10% 0.07% 0.04% 0.07% 0.05% 0.20%

       6" 0.14% 0.21% 0.25% 0.26% 0.28% 0.22% 0.14% 0.20% 0.15% 0.11% 0.13% 0.12% 0.09% 0.08% 0.08% 0.06% 0.08% 0.07% 0.15%

       8" 0.10% 0.16% 0.17% 0.16% 0.13% 0.14% 0.11% 0.10% 0.09% 0.08% 0.09% 0.09% 0.06% 0.05% 0.06% 0.05% 0.05% 0.05% 0.10%

      10" 0.06% 0.06% 0.08% 0.07% 0.05% 0.08% 0.04% 0.05% 0.04% 0.04% 0.05% 0.04% 0.03% 0.03% 0.02% 0.02% 0.02% 0.02% 0.04%

      12" 0.08% 0.10% 0.11% 0.10% 0.08% 0.09% 0.06% 0.07% 0.06% 0.07% 0.07% 0.07% 0.06% 0.03% 0.04% 0.03% 0.02% 0.03% 0.06%

#2 & Btr
       4" 7.25% 9.75% 9.57% 9.78% 9.28% 9.31% 9.14% 10.43% 10.29% 9.18% 10.05% 10.66% 10.06% 9.64% 9.93% 9.54% 9.50% 8.37% 9.54%

       6" 11.73% 13.07% 12.14% 12.21% 12.76% 13.23% 12.76% 11.79% 11.22% 11.29% 10.89% 11.60% 11.78% 12.06% 11.43% 12.61% 11.22% 9.93% 11.87%

       8" 10.53% 11.72% 11.57% 10.84% 10.69% 10.17% 10.09% 10.30% 10.46% 10.27% 9.85% 9.96% 9.81% 8.98% 9.32% 10.00% 9.09% 9.21% 10.16%

      10" 5.76% 5.94% 6.48% 5.38% 4.71% 4.20% 4.63% 5.00% 5.44% 5.15% 5.73% 5.36% 5.11% 4.84% 5.18% 4.81% 4.66% 5.25% 5.20%

      12" 9.07% 9.38% 8.99% 9.20% 7.85% 8.18% 8.80% 8.50% 8.39% 7.92% 8.85% 7.63% 7.43% 7.48% 8.07% 7.78% 7.42% 8.66% 8.31%

#3 & Btr
       4" 7.79% 7.16% 7.23% 7.10% 7.42% 7.55% 7.94% 7.90% 8.16% 8.91% 8.68% 9.44% 9.86% 8.85% 7.87% 7.42% 7.82% 7.06% 8.01%

       6" 10.59% 9.18% 9.04% 9.61% 10.96% 10.55% 11.49% 10.50% 10.80% 11.86% 10.62% 11.40% 12.21% 11.37% 10.28% 9.73% 11.08% 9.75% 10.61%

       8" 9.02% 8.13% 7.54% 8.26% 8.88% 8.54% 8.94% 8.82% 9.10% 9.72% 9.01% 9.00% 9.63% 9.01% 8.81% 9.17% 8.78% 8.76% 8.84%

      10" 5.96% 4.93% 4.80% 4.45% 4.13% 4.22% 4.14% 4.16% 3.84% 3.60% 4.04% 3.70% 3.24% 4.13% 4.54% 4.44% 4.73% 4.98% 4.33%

      12" 10.03% 9.33% 9.05% 8.61% 7.93% 8.88% 7.98% 7.55% 7.06% 7.53% 7.76% 6.89% 6.33% 7.66% 8.97% 7.87% 7.58% 9.15% 8.12%

#4
       4" 2.67% 2.43% 2.86% 3.00% 3.29% 3.06% 3.09% 3.22% 3.52% 3.56% 3.33% 3.71% 3.97% 3.95% 3.74% 3.86% 4.75% 4.62% 3.48%

       6" 2.68% 2.21% 2.49% 3.28% 3.61% 3.63% 3.64% 3.67% 4.07% 4.03% 3.69% 3.99% 4.34% 4.76% 4.22% 4.93% 5.36% 5.30% 3.88%

       8" 1.82% 1.68% 1.84% 2.09% 2.27% 2.29% 2.06% 2.41% 2.64% 2.84% 2.62% 2.51% 2.78% 3.26% 3.44% 4.05% 4.10% 4.39% 2.73%

      10" 1.14% 0.94% 1.10% 1.12% 1.06% 1.02% 1.03% 0.82% 0.97% 0.86% 1.17% 1.00% 0.86% 1.18% 1.22% 1.22% 1.32% 1.44% 1.08%

      12" 2.04% 1.78% 2.15% 2.09% 1.86% 2.09% 1.99% 2.54% 1.89% 1.63% 2.03% 1.58% 1.54% 1.94% 2.14% 1.92% 1.96% 2.53% 1.98%

#5
       4" 0.46% 0.40% 0.51% 0.53% 0.61% 0.50% 0.31% 0.42% 0.42% 0.28% 0.19% 0.17% 0.10% 0.08% 0.07% 0.04% 0.07% 0.03% 0.29%

       6" 0.23% 0.21% 0.24% 0.32% 0.47% 0.38% 0.28% 0.28% 0.27% 0.27% 0.24% 0.23% 0.13% 0.08% 0.08% 0.09% 0.05% 0.05% 0.22%

       8" 0.03% 0.12% 0.16% 0.19% 0.25% 0.22% 0.15% 0.17% 0.21% 0.13% 0.12% 0.13% 0.07% 0.04% 0.06% 0.03% 0.04% 0.02% 0.12%

      10" 0.02% 0.07% 0.10% 0.09% 0.10% 0.07% 0.06% 0.05% 0.04% 0.02% 0.01% 0.01% 0.01% 0.03% 0.02% 0.01% 0.01% 0.01% 0.04%

      12" 0.10% 0.17% 0.23% 0.21% 0.22% 0.26% 0.18% 0.16% 0.10% 0.05% 0.03% 0.02% 0.04% 0.04% 0.04% 0.04% 0.03% 0.04% 0.11%

Table 17
Weightings Used to Calculate Weighted Average Price
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CONTINUING DISCLOSURE AGREEMENT 

This Continuing Disclosure Agreement (the “Disclosure Agreement”) dated as of February 1, 
2022 is executed and delivered by NEW LIFE FOREST RESTORATION, LLC, a limited liability company 
duly organized and validly existing under the laws of the State of Delaware, and authorized to transact 
business in the State of Arizona (the “Company”) and UMB BANK, NATIONAL ASSOCIATION, as 
dissemination agent (the “Dissemination Agent”), in connection with the issuance of the (i) Arizona 
Industrial Development Authority Revenue Bonds (NewLife Forest Restoration, LLC Project), Senior 
Federally Taxable Series 2022A (Sustainability-Linked Bonds) in the aggregate principal amount of 
$112,885,000 (the “Series 2022A Bonds”); and (ii) Arizona Industrial Development Authority Revenue 
Bonds (NewLife Forest Restoration, LLC Project), Subordinate Federally Taxable Series 2022B 
(Sustainability-Linked Bonds) in the aggregate principal amount of $86,806,759 (the “Series 2022B 
Bonds” and, together with the Series 2022A Bonds, the “Bonds”), by the Arizona Industrial Development 
Authority (the “Issuer”).  The Bonds shall be issued and secured under and pursuant to the provisions of 
an Indenture of Trust (the “Indenture”), dated as of the date hereof, between the Issuer and UMB Bank, 
National Association, as trustee (the “Trustee”). 

1. Purpose of the Disclosure Agreement.  This Disclosure Agreement is being executed and 
delivered by the Company and the Dissemination Agent for the benefit of the Bondholders (including any 
Beneficial Owners thereof when the Bonds are held in the book-entry system) and in order to assist the 
Underwriter (as hereinafter defined) in complying with the Rule (as hereinafter defined).  The Company 
and the Dissemination Agent acknowledge that the Issuer has undertaken no responsibility with respect to 
any reports, notices or disclosures provided or required under this Disclosure Agreement, and has no 
liability to any person, including any Bondholder, with respect to any such reports, notices or disclosures. 

2. Definitions.  In addition to the definitions set forth in that certain Limited Offering 
Memorandum, dated February 22, 2022 (the “Limited Offering Memorandum”), including all exhibits 
thereto, which apply to any capitalized terms used in this Disclosure Agreement unless otherwise defined 
in this Section, the following capitalized terms shall have the following meanings: 

“Additional Material Event” means the occurrence of any regulatory action, 
environmental event, material litigation or material development in ongoing litigation, in each case which 
would have a Material Adverse Effect (as defined in the Bond Documents). 

“Additional Material Event Notice” means written or electronic notice of an Additional 
Material Event. 

“Annual Forecast” means the operating plan and project budget to be prepared by the 
Company pursuant to Section 6.13 of the Loan Agreement. 

“Annual Report” means any annual report requested to be provided by the Company 
pursuant to, and as described in, this Disclosure Agreement. 

“Beneficial Owner” means any person which (a) has the power, directly or indirectly, to 
vote or consent with respect to, or to dispose of ownership of any Bonds (including persons holding Bonds 
through nominees, depositories, or other intermediaries), or (b) is treated as the owner of any Bonds for 
federal income tax purposes. 

“Bond Documents” means the Indenture, the Loan Agreement dated as of dated as of the 
date hereof between the Issuer and the Company, the Promissory Notes delivered by the Company to the 
Trustee dated the date of issuance of the Bonds and the Security Documents (as defined in the Indenture). 
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“Bi-Weekly Update Certificate” means any bi-weekly update certificate requested to be 
provided by the Company pursuant to, and as described in, this Disclosure Agreement and in substantially 
the form contained at Exhibit B to this Disclosure Agreement.   

“Bondholder” means the registered owner of any Bond. 

“Disclosure Representative” means the Chief Financial Officer of the Company, or such 
other person or entity as the Company shall designate in writing to the Dissemination Agent from time to 
time. 

“Dissemination Agent” means the Dissemination Agent, if any, designated in writing by 
the Company pursuant to the terms hereof.  The initial Dissemination Agent is UMB Bank, National 
Association. 

“EMMA” means the Electronic Municipal Market Access system of the MSRB as 
provided at http://www.emma.msrb.org, or any similar system that is acceptable to or as may be prescribed 
by the MSRB for purposes of the Rule and approved by the SEC from time to time.  A current list of such 
systems may be obtained from the SEC at http://www.sec.gov/info/municipal/nrmsir.htm.  

“External Verifier” means any independent accounting or appraisal firm or investment 
bank or other independent expert of internationally recognized standing appointed in good faith by the 
Company, in each case with the expertise necessary to execute and deliver the External Verifier Certificate, 
and to perform the functions required to be performed by the External Verifier under the Indenture and this 
Agreement. 

“Financial Obligation” means a (i) a debt obligation; (ii) derivative instrument entered 
into in connection with, or pledged as security or a source of payment for, an existing or planned debt 
obligation; or (iii) guarantee of (i) or (ii). The term Financial Obligation shall not include municipal 
securities as to which a final official statement has been provided to the MSRB consistent with the Rule. 

“GAAP” means generally accepted accounting principles as in effect from time to time in 
the United States of America. 

“KPI” means the key performance indicators selected by the Company as part of the 
Company Sustainability-Linked Bond Framework, consisting of (i) the total number of forestland acres 
Restored and (ii) the percentage of logs harvested by the Company and hauled to the Mills from Restored 
acres of forestland. 

“Monthly Report” means any monthly report requested to be provided by the Company 
pursuant to, and as described in, this Disclosure Agreement. 

“MSRB” means the Municipal Securities Rulemaking Board established pursuant to 
Section 15(B)(b)(1) of the Securities Exchange Act of 1934, as amended, or any successor organization. 

“Notice Events” means any of the following events with respect to the Bonds: 

(i) principal and interest payment delinquencies; 

(ii) non-payment related defaults, if material; 

(iii) unscheduled draws on credit enhancements reflecting financial difficulties; 

(iv) unscheduled draws on debt service reserves reflecting financial difficulties; 
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(v) substitution of credit or liquidity providers, or their failure to perform; 

(vi) modifications to rights of the holders of the Bonds, if material; 

(vii) bond calls, if material, and tender offers; 

(viii) defeasances; 

(ix) release, substitution, or sale of property securing repayment of the Bonds, if 
material; 

(x) rating changes; 

(xi) bankruptcy, insolvency, receivership or similar event of an obligated person; 

(xii) the consummation of a merger, consolidation, or acquisition involving an obligated 
person or the sale of all or substantially all of the assets of an obligated person, 
other than in the ordinary course of business, the entry into a definitive agreement 
to undertake such an action or the termination of a definitive agreement relating to 
any such actions, other than pursuant to its terms, if material; 

(xiii) appointment of a successor or additional trustee or the change of name of a trustee, 
if material;  

(xiv) the incurrence of a Financial Obligation of the obligated person, if material, or 
agreement to covenants, events of default, remedies, priority rights or other similar 
terms of a Financial Obligation, any of which affect security holders, if material; 
and 

(xv) default, event of acceleration, termination event, modification of terms or other 
similar events under a Financial Obligation of the obligated person, if any such 
event reflects financial difficulties. 

“Notice Event Notice” means written or electronic notice of a Notice Event. 

“Quarterly Report” means any quarterly report requested to be provided by the Company 
pursuant to, and as described in, this Disclosure Agreement. 

“Restored” means the actions of the Company to restore overgrown forests to a healthy 
more natural state in an effort to mitigate the risk of catastrophic wildfire, enhance wildlife habitat and 
reduce environmental degradation and which in each case meets the criteria set forth in the Company 
Sustainability-Linked Bond Framework. 

“Rule” shall mean Rule 15c2-12(b)(5) adopted by the SEC under the Securities Exchange 
Act of 1934, as the same may be amended from time to time. 

“SEC” shall mean the United States Securities and Exchange Commission. 

“Senior Financial Officer” means, with respect to the Company, the chief financial 
officer, principal accounting officer, treasurer or comptroller (or any other officer holding a title or role 
similar to any of the foregoing) of the Company. 

“SPT 1” means the Company’s first sustainability performance target, which shall be 
satisfied in the event that the Company shall have Restored 36,000 acres of forestland. 
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“SPT 2” means the Company’s second sustainability performance target, which shall be 
satisfied when more than 80% of logs harvested by the Company and hauled to the Mills during any 
applicable period of measurement are from Restored acres of forestland. 

“Submission Date” shall mean five (5) days before the Annual Report Date (as hereinafter 
defined). 

“Underwriter” means the initial purchaser of the Series 2022A Bonds required to comply 
with the Rule in connection with the offer and sale of such Series 2022A Bonds. 

3. Undertaking to Provide Ongoing Disclosure 

(a) This Disclosure Agreement constitutes the written undertaking of the Company for the 
benefit of the Bondholders (including any Beneficial Owners thereof when the Bonds are in the book-entry 
system) required by the Rule.  It is the express intention of the Company that the Bondholders (including 
any Beneficial Owners thereof when the Bonds are in the book-entry system) be a beneficiary of this 
Disclosure Agreement with the right to enforce this Section directly against the Company. 

(b) The Company, as an “obligated person” within the meaning of the Rule, undertakes to 
provide the following information: 

(1) Annual Reports consistent with the requirements of Section 4(a) hereof; 

(2) Quarterly Reports consistent with the requirements of Section 4(b) hereof; 

(3) Monthly Reports consistent with the requirements of Section 4(c) hereof; 

(4) upon the request of any Holder or Beneficial Owner of the Bonds, the Company 
will furnish to Holders and Beneficial Owners of the Bonds and prospective purchasers designated by such 
Holders and Beneficial Owners the information required to be delivered pursuant to Rule 144A(d)(4) under 
the Securities Act, in order to permit compliance with Rule 144A in connection with resales of the Bonds.  
The Company shall undertake all responsibility for and liability of undertaking this information reporting 
on behalf of itself notwithstanding anything to the contrary set forth in the Issuer’s DTC Representation 
Letter or any riders thereto suggesting such information reporting under Rule 144A is the responsibility of 
any other party; 

(5) No later than May 15, 2025, the Company will use its best reasonable efforts to 
provide, or cause the Dissemination Agent to provide to the MSRB, the External Verifier Certificate and a 
report confirming the continued alignment of the Company with the ICMA Sustainability-Linked Bond 
Principles (2020), as described in Kestrel Verifiers’ Second Party Opinion, which is attached to the Limited 
Offering Memorandum as Appendix J. 

(6) Notice Event Notices; 

(7) Additional Material Event Notices; 

(8) Investor calls consistent with the requirements of Section 4(e) hereof; 

(9) Bi-Weekly Update Certificates consistent with the requirements of Section 4(f) 
hereof; and 
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(10) Upon the written request of any Senior Bondholder in connection with its proposed 
sale of all or a portion of the Series 2022A Bonds, the Company shall, provide or, direct the Dissemination 
Agent, to provide to the MSRB not later than five (5) business days from the date of such written request, 
(a) all (i) Quarterly Reports, (ii) Monthly Reports and (iii) Bi-Weekly Update Certificates, previously 
provided since the last Annual Report to the Trustee and each Senior Bondholder pursuant to this 
Agreement and (b) all reports and notices previously provided since the last Annual Report to the Trustee 
and each Senior Bondholder pursuant to Section 6.14 of the Loan Agreement to the extent that such report 
or notice reports an event or change that could reasonably result in a Material Adverse Effect on the 
Company. 

(c) (1) The Company shall, while any Bonds are outstanding, provide or, subject to the 
provisions of this Section, direct the Dissemination Agent to provide, the Annual Report to the MSRB not 
later than one hundred twenty (120) days after the end of the Company’s Fiscal Year (the “Annual Report 
Date”), commencing with the Fiscal Year ending December 31, 2021; provided that, if Audited Financial 
Statements (as defined below) are not then available, the Company shall provide unaudited annual financial 
information for the Company for such fiscal year (provided that the provision of unaudited financial 
information as provided in this clause shall not relieve the Company of the obligation to provide its Annual 
Report as required in this subsection (c)(1)).  In addition, prior to the Submission Date, the Disclosure 
Representative shall submit the Annual Report to the Dissemination Agent.  If a Dissemination Agent other 
than the Company has been designated, the Disclosure Representative shall include with each submission 
of the Annual Report to the Dissemination Agent a written representation addressed to the Dissemination 
Agent to the effect that the Annual Report is the Annual Report required by this Section and that it complies 
with the applicable requirements of this Section.  The Disclosure Representative may adjust the Submission 
Date and the Annual Report Date if the Company changes its Fiscal Year by providing written notice of the 
change of Fiscal Year and the new Submission Date and Annual Report Date to the Dissemination Agent 
and the MSRB; provided that the new Annual Report Date shall be one hundred twenty (120) days after the 
end of the new Fiscal Year and the new Submission Date shall be five (5) days prior to the Annual Report 
Date, and provided further that the period between the final Annual Report Date relating to the former 
Fiscal Year and the initial Annual Report Date relating to the new Fiscal Year shall not exceed one year in 
duration.  Provided the Company delivers the Annual Report on the Submission Date, the Dissemination 
Agent shall provide the Annual Report to the MSRB not later than the Annual Report Date.  In addition, 
the Company shall provide the Annual Report, using the Company’s preferred electronic delivery method, 
to the Trustee and each Senior Bondholder (to the email address(es) provided by each Senior Bondholder 
to the Company and the Trustee not later than five (5) days prior to the immediately succeeding Annual 
Report Date) by the Annual Report Date; provided that the email address(es) previously provided by each 
Senior Bondholder to the Company and the Trustee shall be used if such email address(es) are not provided 
at least five (5) days prior to the immediately succeeding Annual Report Date.. 

(2) The Company shall, while any Bonds are outstanding, not later than sixty (60) days 
after the end of the Company’s quarterly fiscal periods (the “Quarterly Report Dates”), commencing with 
the quarterly fiscal period ending March 31, 2022 provide the Quarterly Reports using the Company’s 
preferred electronic delivery method, to the Trustee and each Senior Bondholder (to the email address(es) 
provided by each Senior Bondholder to the Company and the Trustee not later than five (5) days prior to 
the immediately succeeding Quarterly Report Date); provided that the email address(es) previously 
provided by each Senior Bondholder to the Company and the Trustee shall be used if such email address(es) 
are not provided at least five (5) days prior to the immediately succeeding Quarterly Report Date. The 
Company may adjust the Quarterly Report Dates if the Company changes its Fiscal Year by providing 
written notice of the change of Fiscal Year and the new Quarterly Report Dates to the Trustee and each 
Senior Bondholder; provided that the new Quarterly Report Dates shall be sixty (60) days after the end of 
each new quarterly fiscal period. 
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(3) The Company shall, while any Bonds are outstanding, not later than twenty (20) 
days after the end of each calendar month (the “Monthly Report Dates”), commencing with the calendar 
month ending February 28, 2022, provide the Monthly Reports, using the Company’s preferred electronic 
delivery method, to the Trustee and each Senior Bondholder (to the email address(es) provided by each 
Senior Bondholder to the Company and the Trustee not later than five (5) days prior to the immediately 
succeeding Monthly Report Date); provided that the email address(es) previously provided by each Senior 
Bondholder to the Company and the Trustee shall be used if such email address(es) are not provided at least 
five (5) days prior to the immediately succeeding Monthly Report Date.. 

(4) Until the date the Company delivers a Final Completion Certificate, the Company 
shall provide, using the Company’s preferred electronic delivery method, a Bi-Weekly Update Certificate 
on March 24, 2022 and every other Thursday thereafter (the “Bi-Weekly Update Certificate Dates”) to 
the Trustee and each Senior Bondholder (to the email address(es) provided by each Senior Bondholder to 
the Company and the Trustee not later than five (5) days prior to the immediately succeeding Bi-Weekly 
Update Certificate Date); provided that the email address(es) previously provided by each Senior 
Bondholder to the Company and the Trustee shall be used if such email address(es) are not provided at least 
five (5) days prior to the immediately succeeding Bi-Weekly Update Certificate Date. 

(d) If a Notice Event occurs while any Bonds are outstanding the Disclosure Representative 
shall provide a Notice Event Notice to the MSRB in a timely manner not in excess of ten (10) business days 
after the occurrence of any of the Notice Events or shall provide a Notice Event Notice to the Dissemination 
Agent, if other than the Company, in a timely manner not in excess of eight (8) business days after the 
occurrence of any of the Notice Event together with written direction to file such Notice Event Notice with 
the MSRB.  Each Notice Event Notice shall be so captioned and shall prominently state the date, title and 
CUSIP numbers of the Bonds.  If an Additional Material Event occurs while any Bonds are outstanding the 
Disclosure Representative shall provide an Additional Material Event Notice to the MSRB, no later than 
fifteen (15) Business Days after the Company determines that such event would have a Material Adverse 
Effect (as defined in the Bond Documents) or shall provide an Additional Material Event Notice to the 
Dissemination Agent, if other than the Company, in a timely manner not in excess of ten (10) business days 
after the Company determines that such event would have a Material Adverse Effect (as defined in the 
Bond Documents) together with written direction to file such Additional Material Event Notice with the 
MSRB.  Each Additional Material Event Notice shall be so captioned and shall prominently state the date, 
title and CUSIP numbers of the Bonds.  Upon timely receipt of a Notice Event Notice or Additional Material 
Event Notice and the direction of the Company provide for in this subsection (d), the Dissemination Agent 
shall provide the Notice Event Notice or the Additional Material Event Notice to the MSRB. 

(e) The Dissemination Agent, if other than the Company, shall have no obligation to determine 
the occurrence of a Notice Event or Additional Material Event or with responsibility to the content of any 
Notice Event Notice or Additional Material Event Notice.  

(f) Except as set forth in subsection (h), the Disclosure Representative shall provide notice in 
a timely manner to the MSRB of any failure while any Bonds are outstanding to provide any Annual Report 
on or before the applicable Annual Report Date (for any reason) as provided herein. 

(g) The Disclosure Representative may, from time to time, appoint or engage a Dissemination 
Agent to assist it in carrying out its obligations under this Disclosure Agreement, and may discharge any 
such Dissemination Agent, with or without appointing a successor Dissemination Agent.  If no 
Dissemination Agent has been appointed or engaged or if a Dissemination Agent resigns or is otherwise 
removed and no successor Dissemination Agent is appointed or engaged, the Disclosure Representative 
shall perform all of the duties and assume all of the obligations of the Dissemination Agent hereunder. 
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(h) If a Dissemination Agent has been designated, the Dissemination Agent shall: 

 (1) Without further direction or instruction from the Disclosure 
Representative provide in a timely manner to the Issuer, the Trustee (if other than the 
Dissemination Agent) and the MSRB notice in the form of Exhibit A to this Disclosure 
Agreement of any failure while any Bonds are outstanding by the Company to provide to 
the MSRB the Annual Report on or before the Annual Report Date (whether caused by 
failure of the Disclosure Representative to provide such information to the Dissemination 
Agent by the Submission Date or for any other reason).  For the purposes of determining 
whether information received from the Disclosure Representative is the Annual Report or 
otherwise described in clause (b) above, the Dissemination Agent (if other than the 
Company) shall be entitled conclusively to rely on the Disclosure Representative’s written 
representation made pursuant to subsection (c) or (d) hereof; 

 (2) If the Disclosure Representative provides to the Dissemination Agent 
information relating to the Company or the Bonds, which information is not designated as 
a Notice Event Notice or an Additional Material Event Notice, and directs the 
Dissemination Agent to provide such information to the MSRB, provide such information 
in a timely manner to the Trustee (if other than the Dissemination Agent) and the MSRB; 

 (3) If by the applicable Submission Date, the Dissemination Agent has not 
received a copy of the Annual Report, contact the Disclosure Representative to remind the 
Company of its obligations under this Section 3; 

  (4) File a report with the Disclosure Representative certifying that the Annual 
Report, any Notice Event Notice or any Additional Material Event Notice, as the case may 
be, has been provided pursuant to this Disclosure Agreement, stating the date it was 
provided, and listing all the parties to which it was provided. 

(i) Notwithstanding the foregoing, 

 (1) notice of events described in clauses (viii) and (ix) of the definition of 
“Notice Event” need not be given under this subsection any earlier than the notice (if any) 
of the underlying event is given to the Bondholders of affected Bonds pursuant to the 
Indenture. 

4. Annual Reports, Quarterly Reports, Monthly Reports, Investor Calls, and Bi-Weekly 
Update Certificates 

(a) Contents of Annual Reports.  The Annual Report shall contain a financial report for the 
relevant Fiscal Year certified by an independent accountant covering the operations of the Company for 
such Fiscal Year and containing an audited statement of financial position (balance sheet) as of the end of 
such Fiscal Year and an audited statement of activities and changes in net assets (income statement) for 
such Fiscal Year and an audited statement of members’ equity for such Fiscal Year, an audited statement 
of cash flows for such Fiscal Year (the “Audited Financial Statements”), showing in each case in 
comparative form the figures for the preceding Fiscal Year , all in reasonable detail, prepared in accordance 
with GAAP, and accompanied by (i) for each fiscal year ending on or after December 31, 2021, an opinion 
thereon (without a “going concern” or similar qualification or exception and without any qualification or 
exception as to the scope of the audit on which such opinion is based) of independent public accountants 
of recognized national standing (without any qualification or exception as to the scope of such audit), which 
opinion shall state that such financial statements present fairly, in all material respects, the financial position 
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of the companies being reported upon and their results of operations and cash flows and have been prepared 
in conformity with GAAP, consistently applied, and that the examination of such accountants in connection 
with such financial statements has been made in accordance with generally accepted auditing standards, 
and that such audit provides a reasonable basis for such opinion in the circumstances and (ii) copies of all 
management letters delivered by such accountants in connection with such audited financial statements, 
together with (1) a separate written statement of the independent accountant preparing such report that such 
independent accountant has obtained no knowledge of any default by the Company in the fulfillment of any 
of the terms, covenants, provisions, or conditions of the Loan Agreement insofar as they relate to accounting 
matters, or if such independent accountant shall have obtained knowledge of any such default or defaults, 
it shall disclose in such statement the default or defaults and the nature thereof (but such independent 
accountant shall not be liable directly or indirectly to anyone for failure to obtain knowledge of any default), 
(2) a certificate of an Authorized Company Representative to the effect that there exists no Loan Default 
Event or event or condition which, but for notice and opportunity to cure or both, would constitute a Loan 
Default Event, has occurred and is continuing, or if any such Loan Default Event or event or condition shall 
have occurred and is continuing, a statement setting the nature thereof and the steps being taken by the 
Company to remedy the same, (3) the Annual Forecast, (4) an Annual Impact Report providing updates on, 
among other things, implementation of the Company’s development at the Lumberjack and Windfall Mills, 
forest restoration activities and corresponding impact on the environment, generally in the form attached as 
Exhibit C to this Disclosure Agreement, and (5) a certification from the External Verifier confirming the 
Company’s performance of the KPIs and tracking progress during the Fiscal Year toward achievement of 
SPT 1 and SPT 2. 

(b) Contents of Quarterly Reports.  The Quarterly Reports shall contain: 

(1) financial statements of the Company for the relevant fiscal quarter, 
including in comparative form the respective figures for the corresponding period in the 
previous Fiscal Year, a statement of activities and changes in net assets (income statement) 
of the Company during such fiscal quarter, a statement of financial position (balance sheet) 
as of the end of each such fiscal quarter, a statement of member’s equity for such fiscal 
quarter, setting forth in each case in comparative form the figures for the corresponding 
periods in the previous fiscal year, all in reasonable detail, prepared in accordance with 
GAAP, consistently applied, applicable to quarterly financial statements generally, and 
certified by the Senior Financial Officer of the Company, as fairly presenting, in all 
material respects, the financial position and results of operations and cash flows of the 
Company, subject to changes resulting from year end adjustments; and  

(2) an operating report showing: 

(i) the total amount of Revenues and Operating and Maintenance 
Expenses for such fiscal quarter and the total Capital Expenditures and 
Maintenance Capital Expenses if any, incurred during such fiscal quarter; 

(ii) the variances between the actual Revenues received and the 
budgeted Revenues for the relevant quarter and the actual Operating and 
Maintenance Expenses incurred and the budgeted Operating and Maintenance 
Expenses for the relevant quarter in the Project Budget, together with a brief 
narrative explanation of the reasons for any such variance of 15% or more; 

(iii) project operating parameters, including Product output, Product 
sales, verification that the Product meets required specifications, and unscheduled 
outages lasting more than five (5) Business Days; and 
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(iv) tons of Feedstock processed at the Mills per ton of raw Feedstock 
obtained; percentage of Product meeting required specifications; amount and 
disposition of any Product not meeting specifications; actual sales of Product; 
hours of actual operation of the Mills; in each case, with comparison to design 
capacity and applicable budgets. 

(3) a certificate of the Company confirming that each Company Party has 
kept, observed, performed, and fulfilled in all material respects each and every covenant, 
provision, and condition of the Loan Agreement on its party to be performed and no Loan 
Default Event or Event of Default Exists, or if a Loan Default or Event of Default exists, 
such certificate shall specify all such defaults and the nature thereof and the steps being 
taken by the Company Parties to remedy the same. 

(c) Contents of Monthly Reports.  The Monthly Reports shall contain a construction report 
prepared by the Company setting forth (A) the amounts withdrawn from the 2022 Project Account during 
the calendar month; (B) the general status of construction during such calendar month; (C) a comparison 
of the actual Project Costs spent to date compared to the Project Costs prepared by the Company and 
included in the Project Budget; (D) a statement regarding the sufficiency of funds available in the 2022 
Project Account or otherwise available to the Company to complete construction of the Project in 
accordance with the Project Construction Documents; (E) a review of any new Additional Project Contracts 
entered into or expected to be entered into by the Company; and (F) a report on any potential technical 
issues, concerns, problems and corrective actions relating to the Project.  The Monthly Reports shall also 
contain: 

(1) financial statements of the Company for the relevant calendar month, 
including in comparative form the respective figures for the corresponding period in the 
previous Fiscal Year, a statement of activities and changes in net assets (income statement) 
of the Company during such calendar month, a statement of financial position (balance 
sheet) as of the end of each such calendar month and a statement of members’ equity as of 
the end of each such calendar month, setting forth in each case in comparative form the 
figures for the corresponding periods in the previous fiscal year, all in reasonable detail, 
prepared in accordance with GAAP, consistently applied, applicable to monthly financial 
statements generally, and certified by a Senior Financial Officer of the Company as fairly 
presenting, in all material respects, the financial position and results of operations and cash 
flows of the Company, subject to changes resulting from year end adjustments; and  

(2) an operating report showing: 

(i) the total amount of Revenues and Operating and Maintenance 
Expenses for such calendar month and the total Capital Expenditures and 
Maintenance Capital Expenses if any, incurred during such calendar month; 

(ii) the variances between the actual Revenues received and the 
budgeted Revenues for the relevant month and the actual Operating and 
Maintenance Expenses incurred and the budgeted Operating and Maintenance 
Expenses for the relevant month in the Project Budget, together with a brief 
narrative explanation of the reasons for any such variance of 15% or more; 

(iii) project operating parameters, including Product output, Product 
sales, verification that the Product meets required specifications, and unscheduled 
outages lasting more than five (5) Business Days; and 
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(iv) tons of Feedstock processed at the Mills per ton of raw Feedstock 
obtained; percentage of Product meeting required specifications; amount and 
disposition of any Product not meeting specifications; actual sales of Product; 
hours of actual operation of the Mills; in each case, with comparison to design 
capacity and applicable budgets. 

(v) a certificate of the Company confirming that each Company Party 
has kept, observed, performed, and fulfilled in all material respects each and every 
covenant, provision, and condition of the Loan Agreement on its party to be 
performed and no Loan Default Event or Event of Default Exists, or if a Loan 
Default or Event of Default exists, such certificate shall specify all such defaults 
and the nature thereof and the steps being taken by the Company Parties to remedy 
the same. 

(d) Each set of financial statements delivered to a pursuant to Section 4(a) or Section 4(b) 
hereof shall be accompanied by a certificate of a Senior Financial Officer of the Company: 

(1) Covenant Compliance — setting forth the information from such financial 
statements (including detailed calculations) required in order to establish whether the 
Company was in compliance with the requirements of the Loan Agreement and the 
Indenture, including the Debt Service Coverage Ratio (as defined in the Indenture) and 
Minimum Production Covenant (as defined in the Loan Agreement) and all reserves and 
detailed calculations of the maximum or minimum amount, ratio or percentage, as the case 
may be, permissible under the terms of such section, and the calculation of the amount, 
ratio or percentage then in existence; and 

(2) Event of Default — certifying that such Senior Financial Officer has 
reviewed the relevant terms hereof and has made, or caused to be made, under his or her 
supervision, a review of the transactions and conditions of the Company from the 
beginning of the quarterly or annual period covered by the statements then being furnished 
to the date of the certificate and that such review shall not have disclosed the existence 
during such period of any condition or event that constitutes a Default or an Event of 
Default or, if any such condition or event existed or exists, specifying the nature and period 
of existence thereof and what action the Company shall have taken or proposes to take with 
respect thereto. 

(e) Within 3 Business Days following receipt thereof, the Company shall deliver to the 
Dissemination Agent any monthly or other periodic report provided to the Company Parties under any of 
the Project Documents related to the Mills at the Windfall Site, together with written instruction to provide 
such to the MSRB. 

(f) While the Series 2022A Bonds are outstanding, the Company will hold quarterly investor 
calls for the purpose of reviewing the information contained in the Monthly Reports and the Quarterly 
Report for the previous quarter.  In addition, the Company will hold an annual investor call for the purpose 
of reviewing the previous fiscal year’s financial results.  Notice of the investor calls will be posted with the 
MSRB on EMMA and will include the date and time of the call and directions on how to obtain access 
information for such call. 

(g) Contents of Bi-Weekly Update Certificate. The Bi-Weekly Update Certificate shall be 
signed by the Chief Financial Officer of the Company in substantially the form contained at Exhibit B to 
this Disclosure Agreement.  The Bi-Weekly Update Certificate shall reflect (x) the projected average 
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Available Cashflow for the thirteen-week period following such Bi-Weekly Update Certificate Date (the 
“Cashflow Period”) and (y) the variance from the last projected average Available Cashflow for the 
immediately preceding Cashflow Period versus actual average Available Cashflow for such same Cashflow 
Period.  For purposes of the Bi-Weekly Update Certificate, “Available Cashflow” means, at any date, the 
aggregate amount of (x) cash available to the Company under the Indenture and projected cashflow from 
operations less (y) the aggregate of, for the relevant Cashflow Period, the projected (i) operating expenditure 
(including staff costs and external costs of the Company); (ii) anticipated Capital Expenditures; (iii) Project 
equipment and installation costs, (iv) working capital; (v) 2022A Cash Interest, (vi) Capital Lease expenses, 
(vi) Unsecured Promissory Notes, each payable with respect to the same period of time, (vii) other 
obligations falling due for payment by the Company during the Cashflow Period, and (viii) such additional 
information as a Senior Bondholder may reasonably request by written notice to the Company.   

5. Obligated Persons. 

(a) In the event that any other person subsequently becomes obligated (as defined in the Rule) 
on the Bonds, the Company shall cause such person to enter into a written undertaking to comply with the 
provisions set forth in this Disclosure Agreement. 

(b) Any such obligated person reserves the right to terminate its obligation to provide the 
Annual Report, Quarterly Reports, Monthly Reports, Bi-Weekly Update Certificates, Notice Event Notices 
and Additional Material Event Notices, as set forth above, if and when such person is no longer an obligated 
person with respect to the Bonds within the meaning of the Rule.  The Disclosure Representative will 
provide notice of any such termination to the Issuer (if applicable), the Trustee and the MSRB. 

6. Termination of Reporting Obligation.  The continuing obligation of the Company to 
provide an Annual Report, Quarterly Reports, Monthly Reports, Notice Event Notices and Additional 
Material Event Notices hereunder shall terminate immediately once all of the Bonds are no longer 
Outstanding.   

7. Disclosure Representative.  The Company shall, from time to time, appoint or engage a 
Disclosure Representative to assist them in carrying out their obligations under this Disclosure Agreement, 
and may discharge any such Disclosure Representative, upon appointment of a successor Disclosure 
Representative.  If at any time there is not any other designated Disclosure Representative, the Chief 
Financial Officer of the Company shall be the Disclosure Representative.  

8. Amendment; Waiver.  Notwithstanding any other provisions of this Disclosure Agreement, 
the Company and the Dissemination Agent may amend this Disclosure Agreement (and the Dissemination 
Agent shall not unreasonably withhold such agreement to amend this Disclosure Agreement if so requested 
by the Company) and any provisions of this Disclosure Agreement may be waived, if such amendment or 
waiver is consented to in writing by the Majority Senior Bondholder (as defined in the Indenture) while any 
Senior Bonds Remain Outstanding (as defined in the Indenture) and supported by an opinion of counsel 
expert in federal securities laws acceptable to the Company and the Dissemination Agent to the effect that 
such amendment or waiver would not, in and of itself, cause the undertakings herein to violate the Rule if 
such amendment or waiver had been effective on the date hereof but taking into account any subsequent 
change in or official interpretation of the Rule; provided that the Disclosure Representative shall have 
provided notice of such amendment or waiver to the MSRB.  In the event that the Rule is amended in the 
future and requires amendment hereof, the Company and the Dissemination Agent hereby agree that this 
Disclosure Agreement will be amended, in accordance with the provisions of this Section 8, to cause the 
undertaking contained in this Disclosure Agreement to comply with the requirements of the Rule, as 
amended. 
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9. Additional Information.  Nothing in this Disclosure Agreement shall be deemed to prevent 
the Company from disseminating any other information, using the means of dissemination set forth in this 
Disclosure Agreement or any other means of communication, or including any other information in any 
Annual Report, Quarterly Report, Monthly Report, Bi-Weekly Update Certificate, Notice Event Notice or 
Additional Material Event Notice, in addition to that which is required by this Disclosure Agreement. 

10. Transmission of Information and Notices. Unless otherwise required by law, all documents 
provided to the MSRB in compliance with Section 3 shall be provided to the MSRB in an electronic format 
and shall be accompanied by identifying information, in each case as prescribed by the MSRB.  As of the 
date of this Disclosure Agreement, the MSRB has established EMMA as its continuing disclosure service 
for purposes of the Rule, and unless and until otherwise prescribed by the MSRB, all documents provided 
to the MSRB in compliance with Section 3 shall be submitted through EMMA in the format prescribed by 
the MSRB. 

11. Default.  In the event of a failure of the Company or the Disclosure Representative, on 
behalf of the Company, to comply with any provision of this Disclosure Agreement, the Underwriter or 
Trustee may (and, at the request of the Bondholders or beneficial owners of at least 25% in aggregate 
principal amount of outstanding Bonds, shall), or any Bondholder may take such actions as may be 
necessary and appropriate, including seeking specific performance by court order, to cause the Company 
or the Disclosure Representative, on behalf of the Company, to comply with its obligations under this 
Disclosure Agreement.  A failure to comply with any covenant, condition, agreement or provision in this 
Disclosure Agreement could become a Loan Default Event under the Loan Agreement if the conditions set 
forth in Section 8.1(s) of the Loan Agreement are met.  A Loan Default Event is an Event of Default under 
the Indenture. 

12. Duties, Immunities and Liabilities of Dissemination Agent.  The Dissemination Agent shall 
have only such duties as are specifically set forth in the Disclosure Agreement, and no liability for any act 
or omission in the absence of its gross negligence or willful misconduct.  The Company agrees to indemnify 
and save the Dissemination Agent, its officers, directors, employees and agents, harmless against any loss, 
expense and liabilities which it may incur arising out of or in the exercise or performance of its powers and 
duties hereunder, including the costs and expenses (including attorneys’ fees and expenses) of defending 
against any claim of liability, but excluding liabilities due to the Dissemination Agent’s gross negligence 
or willful misconduct.  The obligations of the Company under this Section 12 shall survive resignation or 
removal of the Dissemination Agent and payment of the Bonds.  In the absence of bad faith on its part, the 
Dissemination Agent may conclusively rely, as to the truth of the statements and the correctness of the 
opinions expressed therein, upon certificates or opinions furnished to the Dissemination Agent and 
conforming to the requirements of this Disclosure Agreement.  The Dissemination Agent shall not be 
responsible in any manner for the content of any notice or report (including without limitation the Annual 
Report, Quarterly Report, Monthly Report, and Bi-Weekly Update Certificate) prepared by the Company 
pursuant to this Continuing Disclosure Agreement or for the Company’s failure to submit a complete 
Annual Report, Quarterly Report, Monthly Report or Bi-Weekly Update Certificate.  The Dissemination 
Agent shall not be responsible for ensuring the compliance with any rule or regulation of the Issuer, 
Company or Underwriter in connection with the filings of information herein, but is merely responsible for 
the filing of any such information provided to the Dissemination Agent by the Company via its Disclosure 
Representative.  If the Dissemination Agent is other than the Company, no provision of this Continuing 
Disclosure Agreement shall require the Dissemination Agent to expend or risk its own funds or otherwise 
incur any financial liability in the performance of any of its duties hereunder, or in the exercise of any of 
its rights or powers. The Dissemination Agent may resign as dissemination agent hereunder at any 
time upon 30 days prior written notice to the Company.   
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13. Beneficiaries.  This Disclosure Agreement shall inure solely to the benefit of the Issuer, 
the Company, the Trustee, the Underwriter, and the Bondholders (including any beneficial owners thereof 
when the Bonds are in a book-entry system) from time to time of the Bonds, and shall create no rights in 
any other person or entity. 

14. Compensation.  The Company hereby agrees to compensate the Dissemination Agent for 
the services provided and the reasonable expenses incurred pursuant to this Disclosure Agreement, in an 
amount to be agreed upon from time to time hereunder, and to reimburse the Dissemination Agent upon its 
request for all reasonable expenses, disbursements and advances incurred by the Dissemination Agent 
hereunder (including any reasonable compensation and expenses of counsel) except any such expense, 
disbursement or advance that may be attributable to its gross negligence or willful misconduct. 

15. Counterparts.  This Disclosure Agreement may be executed in several counterparts, each 
of which shall be an original and all of which shall constitute but one and the same instrument. 

16. Governing Law.  The Disclosure Agreement shall be governed by and construed in 
accordance with the laws of the State of New York.
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The parties have executed this agreement as of the date first set forth above. 

NEW LIFE FOREST RESTORATION, LLC, as 
the Borrower 
 
  
By:_______________________________ 
Name:   
Title:   
 
 
UMB BANK, NATIONAL ASSOCIATION 
 
  
By:______________________________ 
Name:   
Title:   
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EXHIBIT A 
NOTICE OF FAILURE TO FILE ANNUAL REPORT 

Name of 
Bond Issue: 

Arizona Industrial Development Authority Revenue Bonds (NewLife Forest 
Restoration, LLC Project), Senior Federally Taxable Series 2022A 
(Sustainability-Linked Bonds)  

 Maturity: January 1, 2028 CUSIP: 04052AEC6 

   

Name of 
Bond Issue: 

Arizona Industrial Development Authority Revenue Bonds (NewLife Forest 
Restoration, LLC Project), Subordinate Federally Taxable Series 2022B 
(Sustainability-Linked Bonds) 

 Maturity: January 1, 2047 CUSIP: 04052AED4 

   

Name of 
Company: 

NewLife Forest Restoration, LLC 

Date of 
Issuance: 

February 24, 2022 

NOTICE IS HEREBY GIVEN that the Company has not provided the Annual Report with respect 
to the above-named Bonds as required by Section 3 of the Continuing Disclosure Agreement dated as of 
February 1, 2022 between the Company and UMB Bank, National Association, as dissemination agent.  
The Company anticipates that the Annual Report will be filed by _______________. 

Dated: _______________ 
 
 

cc:
 
Disclosure Representative 
[if notice is sent by Dissemination Agent.] 

UMB BANK, NATIONAL ASSOCIATION, as 
Dissemination Agent 
 
 
By:  
Its:  
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EXHIBIT B 
BI-WEEKLY UPDATE CERTIFICATE 

TO: UMB Bank, National Association, as Trustee and Senior Bondholders 

FROM: NewLife Forest Restoration, LLC 

SUBJECT: Arizona Industrial Development Authority Revenue Bonds, Senior Federally 
Taxable Series 2022A (NewLife Forest Restoration, LLC Project) (Sustainability-
Linked Bonds) and Arizona Industrial Development Authority Revenue Bonds, 
Subordinate Federally Taxable Series 2022B (NewLife Forest Restoration, LLC 
Project) (Sustainability-Linked Bonds) 

Date: [March 24, 2022 and bi-weekly thereafter] 

With respect to the above-captioned Bonds, the undersigned hereby represents, warrants 
and certifies on behalf of the Company that as of the date hereof, the undersigned facts are true 
and correct in all respects. 

1. The projected average Available Cashflow for the thirteen-week period following the date 
of this certificate (the “Cashflow Period”) is: $___________. 

2. The variance from the last projected average Available Cashflow for the immediately 
preceding Cashflow Period versus actual average Available Cashflow for such same Cashflow 
Period is: $____________. 

“Available Cashflow” means, at any date, the aggregate amount of (a) cash available to the 
Company under the Indenture and projected cashflow from operations less (b) the aggregate of, 
for the relevant Cashflow Period, the projected (i) operating expenditure (including staff costs and 
external costs of the Company); (ii) anticipated Capital Expenditures; (iii) Project equipment and 
installation costs, (iv) working capital; (v) 2022A Cash Interest, (vi) Capital Lease expenses, (vi) 
Unsecured Promissory Notes, each payable with respect to the same period of time, (vii) other 
obligations falling due for payment by the Company during the Cashflow Period, and (viii) such 
additional information as a Senior Bondholder may reasonably request by written notice to the 
Company. 

Capitalized terms used but not defined herein shall have the meanings given such terms in 
the Indenture of Trust, dated as of February 1, 2022 (the “Indenture”), between Arizona Industrial 
Development Authority and UMB Bank, National Association. 

Executed this ___ day of __________, 20__. 

NewLife Forest Restoration, LLC 
By:   
 Chief Executive Officer 
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EXHIBIT C 
ANNUAL IMPACT REPORT 
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NEWLIFE FOREST RESTORATION
Annual IMPACT REPORT - Template



The Year in Review 

• This section will report on overall progression of the Company in accordance with the business plan set forth in the offering 

• It will highlight any substantial deviations from plan (positive or negative) with underlying cause 

• It will include a summary update on overall program implementation, including Windfall and Lumberjack upgrade projects 

• It will include a summary update on forest restoration activities and corresponding impact on the environment including total acres restored 

and % of fiber processed by the Company originating from restoration acres relative to non-restoration acres 

• It will include progress towards the achieving the 2024 Sustainability Performance Targets as identified in the Sustainability-Linked Bond Framework 

• It will include a summary of progress towards initiating/implementing the NLFR forest restoration model in new territories 

• It will reaffirm alignment of the Bonds to Sustainability-Linked Bond Principles 



Infrastructure Development Program Implementation 
• This section will dive into detail on the implementation of the Company’s core improvement / development 

projects using bond proceeds and separately note any other projects delivered without bond proceeds 

• This section to discuss regional innovation from program investments linking to climate / environment 

impact 

Windfall Building and Land Purchase 

• Plan vs Actual Implementation 

• Plan vs Actual Capital Expenditure 

• Detailed explanation of any significant deviations from plan and underlying circumstances 

Windfall Mill Implementation 

• Plan vs Actual Implementation 

• Plan vs Actual Capital Expenditure 

• Detailed explanation of any significant deviations from plan and underlying circumstances 

Lumberjack Mill Upgrade 

• Plan vs Actual Implementation 

• Plan vs Actual Capital Expenditure 

• Detailed explanation of any significant deviations from plan and underlying circumstances 

Bellemont Rail Spur 

• Plan vs Actual Implementation 

• Plan vs Actual Capital Expenditure 

• Detailed explanation of any significant deviations from plan and underlying circumstances 

Other Projects 

• Projects being rolled out not using bond proceeds 

• Sources of capital (e.g., profit reinvestment) 

• Anticipated benefits in driving forward the Company’s green objectives 





Forest Restoration Program 
• This section will provide statistics on the Company’s forest restoration activities 

Total Acres Restored as Defined by the Sustainability-Linked Bond Framework 

Total Acres Restored by Source: USFS Stewardship, USFS Timber Sales, State of AZ Timber Sales, Other 

Restoration Annual Capacity at Year End 

Total Tons of Biomass Removed from Forest or Treated through Fire Fuels Reduction Program 

Breakdown of Biomass Utilization 

Total Tons of Logs from Forest Restoration Acres Processed by NewLife Sawmills (“Processed” meaning as defined in the Sustainability-Linked Bond Framework) 

Total Tons of Logs Processed by NewLife Sawmills from All Sources including Non-Restoration Acres 

Total % of Tons of Logs Processed by NewLife Sawmills from Restoration acres relative to All Sources 

Breakdown of Log Utilization 

Total Finished Product Recovery Statistics 

Provide photos of restored forest areas – pre and post treatment 



IMPACT OF RESTORATION

Carbon Impact
• Volume of trees remaining in restored areas which are more resilient in withstanding forest fires

• Corresponding GHG emissions reduction through catastrophic wildfire avoidance 

• Total volume of log fiber converted to permanent forest products 

• Corresponding sequestered carbon and GHG emissions reduction through wildfire avoidance 

(Section to state assumptions and methodology)

Watershed Impact 
• Utilize statistics from 4FRI and SRP modelling to calculate 

Flora and Fauna Impact 

• Statistics on increased health of key populations including endangered species 

Public Health Impact 

• Use EPA’s AVERT and COBRA models 

• Model benefits referencing AZ Dept of Health Services study of Rodeo-Chediski fire’s impact on public health 



Forest Restoration Expansion Initiatives 
• This section to detail initiatives to expand NLFR forest restoration model into new forested areas 

• Potential impact of entering the targeted forest areas and rolling out the NLFR forest restoration solution



UN Sustainable Development Goals
 This section will link key points from the above noted impact areas to the specific SDG’s targeted by the Company 

UN SDG Goals GBP Project Category (SDG Targets) Possible Indicators 

 Watershed Restoration (Target 6.6) ● Area of watersheds restored 

 Industry, Innovation and Infrastructure (Target 9.4) 
● CO2 emission per unit of value added from mill and EWP 

projects 

 Natural Disaster Response (Target 11.5) 
● Estimated reduction in burned forested area as a result of 

restoration 

 Climate Change Adaptation (Target 13.1) ● Improved resilience metrics associated with 4FRI restoration 

 Sustainable Forestry (Target 15.2) ● Improved forest health metrics associated with 4FRI 

 Partnership for the Goals (Target 17.16) 
● Expansion of the collaborative 4FRI model to other regions of 

the US 



The Year Ahead 

This section will include a look ahead to the planned activities of the Company 

 It will cover the major planned capital expenditures from bond proceeds re: implementation of the 
projects 

 It will cover anticipated forest restoration for the next year within the 4FRI Operating Area 

 It will cover new capital projects being contemplated 

 Where applicable it will discuss planned expansion by rolling out NLFR’s forest restoration model into 
new territories 
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Squire Patton Boggs (US) LLP 
2325 E. Camelback Rd., Suite 700 
Phoenix, Arizona 85016 

O +1 602 528 4000 
F +1 602 253 8129 
squirepattonboggs.com 

45 Offices in 20 Countries 

Squire Patton Boggs (US) LLP is part of the international legal practice Squire Patton Boggs, which operates worldwide through a number of separate 

legal entities. 

Please visit squirepattonboggs.com for more information. 

February 24, 2022 

To: Arizona Industrial Development Authority  
Phoenix, Arizona 

Goldman Sachs & Co. LLC 
New York, New York 

UMB Bank, N.A. 
Denver, Colorado 

We have served as bond counsel to our client NewLife Forest Restoration, LLC (the 
“Borrower”) in connection with the issuance by the Arizona Industrial Development Authority 
(the “Issuer”) of its $112,885,000 aggregate principal amount of Revenue Bonds (NewLife Forest 
Restoration, LLC Project), Senior Federally Taxable Series 2022A (Sustainability-Linked Bonds) 
and its $86,806,759 aggregate principal amount of Revenue Bonds (NewLife Forest Restoration, 
LLC Project), Subordinate Federally Taxable Series 2022B (Sustainability-Linked Bonds) 
(collectively, the “Bonds”), dated the date of this letter. 

The Bonds are issued pursuant to Title 35, Chapter 5, Arizona Revised Statutes, as 
amended, and the Indenture of Trust, dated as of February 1, 2022 (the “Indenture”), between the 
Issuer and UMB Bank, N.A., as trustee (the “Trustee”).  Capitalized terms not otherwise defined 
in this letter are used as defined in the Indenture. 

In our capacity as bond counsel, we have examined the transcript of proceedings relating 
to the issuance of the Bonds, the signed and authenticated Bonds, the Indenture, the Loan 
Agreement dated as of February 1, 2022 (the “Agreement”) between the Issuer and the Borrower, 
and such other documents, matters and law as we deem necessary to render the opinions set forth 
in this letter. 

Based on that examination and subject to the limitations stated below, we are of the opinion 
that under existing law: 

1. The Bonds, the Indenture and the Agreement are valid and binding obligations of 
the Issuer, enforceable in accordance with their respective terms. 
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2. The Bonds constitute special, limited obligations of the Issuer, and the principal of 
and interest and any premium on (collectively, “debt service”) the Bonds are 
payable solely from the revenues and other money to be derived by the Issuer under 
the Indenture, including the payments required to be made by the Borrower under 
the Agreement and the promissory notes delivered to the Issuer pursuant to the 
Agreement, and assigned by the Issuer to the Trustee. The payment of debt service 
on the Bonds is not secured by an obligation or pledge of any money raised by 
taxation, and the Bonds do not represent or constitute a general obligation or a 
pledge of the faith and credit of the Issuer, the State of Arizona or any of its political 
subdivisions. 

3. Interest on the Bonds is exempt from State of Arizona income tax.  Interest on the 
Bonds is not excluded from gross income for federal income tax purposes. 

The opinions stated above are based on an analysis of existing laws, regulations, rulings 
and court decisions and cover certain matters not directly addressed by such authorities.  In 
rendering all such opinions, we assume, without independent verification, and rely upon (i) the 
accuracy of the factual matters represented, warranted or certified in the proceedings and 
documents we have examined and (ii) the due and legal authorization, execution and delivery of 
those documents by, and the valid, binding and enforceable nature of those documents upon, any 
parties other than the Issuer and the Borrower.  

We express no opinion herein regarding the priority of the lien on the revenues or other 
funds created by the Indenture.  

The rights of the owners of the Bonds and the enforceability of the Bonds, the Indenture 
and the Agreement are subject to bankruptcy, insolvency, reorganization, moratorium, fraudulent 
conveyance or transfer, and other laws relating to or affecting the rights and remedies of creditors 
generally; to the application of equitable principles, whether considered in a proceeding at law or 
in equity; to the exercise of judicial discretion; and to limitations on legal remedies against public 
entities. 

No opinions other than those expressly stated herein are implied or shall be inferred as a 
result of anything contained in or omitted from this letter. The opinions expressed in this letter are 
stated only as of the time of its delivery, and we disclaim any obligation to revise or supplement 
this letter thereafter. Our engagement as bond counsel in connection with the original issuance and 
delivery of the Bonds is concluded upon delivery of this letter. 

Respectfully submitted, 
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APPENDIX H-1 – Form of Investor Letter – Series 2022A Bonds 
 

February 24, 2022 
 
 

UMB Bank, National Association,  
    as Trustee 
Phoenix, Arizona 
 

Goldman Sachs & Co. LLC 
200 West Street 
New York, New York 10282 
 

Arizona Industrial Development Authority 
Phoenix, Arizona 
 

 

 
$112,885,000 

ARIZONA INDUSTRIAL DEVELOPMENT AUTHORITY  
REVENUE BONDS (NEWLIFE FOREST RESTORATION, LLC PROJECT), 

SENIOR FEDERALLY TAXABLE SERIES 2022A 
(SUSTAINABILITY-LINKED BONDS) 

 
Ladies and Gentlemen: 
 
The undersigned (the “Investor”) is purchasing Arizona Industrial Development Authority Revenue Bonds 
(NewLife Forest Restoration, LLC Project), Senior Federally Taxable Series 2022A (Sustainability-Linked  
Bonds) in the aggregate principal amount of $[•] (the “Bonds”), issued by the Arizona Industrial 
Development Authority (the “Authority”) pursuant to that certain Indenture of Trust dated as of February 
1, 2022 (the “Indenture”) between the Authority and UMB Bank, National Association, as trustee (the 
“Trustee”).  In connection with such purchase, the undersigned hereby represents, warrants, covenants, and 
agrees as follows (capitalized terms used herein but not otherwise defined shall have such meanings as are 
ascribed to them in the Indenture): 
 

1. The Investor is a “qualified institutional buyer” within the meaning of Rule 144A 
promulgated and adopted by the Securities and Exchange Commission pursuant to the Securities Act of 
1933, as amended. 

 
2. The Investor has authority to purchase the Bonds or beneficial interest therein and to 

execute this letter and any other instruments and documents required to be executed by the Investor in 
connection with the purchase of the Bonds or beneficial interest therein.  The Purchaser has satisfied itself 
that the Bonds are a lawful investment for it under all applicable laws. 
 

3. The Investor has the knowledge and experience in financial and business matters, including 
purchase and ownership of revenue bonds of the type referred to in the LOM (as defined herein), as to be 
capable of evaluating the merits and risks of an investment in the Bonds and understands that it may be 
required to bear the risks of an investment in the Bonds of an indefinite period of time, since any sale prior 
to maturity may not be possible.  The Investor represents that it is able to bear the economic risk of an 
investment in the Bonds, including an entire loss of its investment. 
 

4. The Investor has received a copy of the Preliminary Limited Offering Memorandum, dated 
October 14, 2021 as supplemented by a Supplement dated November 1, 2021, Supplement No. 2 dated 
November 23, 2021, Supplement No. 3 dated January 7, 2022 and Supplement No. 4 dated January 18, 
2022 (the “PLOM”) and the final Limited Offering Memorandum, dated February 22, 2022 (the “LOM” 
and together with the PLOM, the “Investor Materials”), relating to the Bonds.  The Investor acknowledges 
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that it has undertaken its own independent analysis of the Investor Materials and solely based its decision 
to invest on the content of the Investor Materials.  The Investor further acknowledges that the Authority, 
the Arizona Finance Authority, the State of Arizona (the “State”) and any of their past, present, and future 
directors, executive directors, officers, members, employees, counsel, advisors, consultants, program 
managers, contractors and agents of any of the foregoing (each individually an “Issuer Party” and all 
collectively the “Issuer Parties”) have not undertaken to furnish information to the Investor, or to ascertain 
the accuracy or completeness of any information that may have been furnished to the Investor by or on 
behalf of the Authority or the Company Parties relating to the operations, financial condition or future 
prospects of the Company Parties or the Project and that none of the Issuer Parties have made any 
representations concerning the accuracy or completeness of any information supplied to the Investor or 
relating to the Company Parties and the Project.  For the avoidance of doubt, “Issuer Parties” as used in this 
letter does not include bond counsel.  The Investor acknowledges that it has not relied upon any advice, 
counsel, representation or other information of the Authority in connection with the Investor’s purchase of 
the Bonds or beneficial interest therein and hereby waives any requirements of due diligence in 
investigation or inquiry on the part of any of the Issuer Parties and all claims, actions, or causes of action 
which the Investor may have directly or indirectly from or relating to any action which the Authority or the 
Arizona Finance Authority took, or could have taken, in connection with the issuance and sale of the Bonds 
to the Investor. 
 

5. The Investor is purchasing the Bonds or beneficial interest therein for investment for its 
own account and is not purchasing the Bonds or beneficial interest therein for resale, distribution, or other 
disposition, and the Investor has no present intention to resell, distribute, or otherwise dispose of all or any 
part of the Bonds or beneficial interest therein.  The Investor acknowledges that the transfer of the Bonds 
or beneficial interest therein is currently restricted pursuant to the terms of Section 2.10 of the Indenture 
which provides that a transfer may be made only to another purchaser who is a “qualified institutional 
buyer” described above.  Transfer is further restricted to denominations of Bonds in denominations of 
$100,000, or any integral multiples of $1.00 in excess thereof.  Reference is hereby made, however, to the 
section of the PLOM and LOM captioned “INVESTMENT CONSIDERATIONS; TRANSFER 
RESTRICTIONS” regarding the deemed sophistication of transferees.   

 
6. In making its investment decision with respect to the Bonds, the Investor has had 

access to all such information as it deems necessary or appropriate in connection with making its own 
investment decision with respect to the Bonds and the security therefor and acknowledges that the 
information provided by the Company in the Investor Materials is sufficient for the Investor to make 
its own investment decision with respect to the purchase of the Bonds or beneficial ownership therein.  
The Investor has had the opportunity to ask questions and receive answers from knowledgeable 
individuals at the Company and its representatives concerning the Company, the Project, Security 
Documents and material project contracts. 

 
7. The Investor understands that the Bonds are special limited, and not general, obligations 

of the Authority payable solely from the revenues received by the Trustee.  The Investor understands that 
the Bonds are not secured by any obligations or the pledge of any monies received or to be received from 
taxation or from the State or any political subdivision or taxing district thereof (including, without implied 
limitation, the Authority and the Arizona Finance Authority), and that the Bonds will never represent or 
constitute a general obligation, debt, or bonded indebtedness of the Arizona Finance Authority, the State, 
or any political subdivision thereof, and that no right will exist to have taxes levied by the Arizona Finance 
Authority, the State, or any political subdivision thereof, for the payment of the principal of, premium, if 
any, and interest on the Bonds, and that payment of the principal of, premium, if any, and interest on the 
Bonds depends upon the general credit of the Company and upon the net cash flow from the Project.  The 
Investor understands that the Authority has no taxing power. 
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8. All representations of the Investor contained herein shall survive the sale and delivery of 
the Bonds to the Investor as representations of fact existing as of the date of execution and delivery of this 
Investor Letter. 
 

9. Other than the addressees hereto, the representations, agreements and acknowledgements 
contained in this letter may not be relied upon by any person.  Without limiting the generality of the 
foregoing, nothing in this letter will be deemed to relieve any party of its obligations under any federal or 
state securities laws. 
 

10. This letter shall be binding upon the undersigned as of the date first written above.  
 
Very truly yours, 
 
[________________________] 

 
By:     

 Name:      
 Title:     
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APPENDIX H-2 – Form of Investor Letter – Series 2022B Bonds 
 

February 24, 2022 
 
 

UMB Bank, National Association,  
    as Trustee 
Phoenix, Arizona 
 

Goldman Sachs & Co. LLC 
200 West Street 
New York, New York 10282 
 

Arizona Industrial Development Authority 
Phoenix, Arizona 
 

 

 
$86,806,759 

ARIZONA INDUSTRIAL DEVELOPMENT AUTHORITY  
REVENUE BONDS (NEWLIFE FOREST RESTORATION, LLC PROJECT), 

SUBORDINATE FEDERALLY TAXABLE SERIES 2022B 
(SUSTAINABILITY-LINKED BONDS) 

 
Ladies and Gentlemen: 
 
The undersigned (the “Investor”) is purchasing Arizona Industrial Development Authority Revenue Bonds 
(NewLife Forest Restoration, LLC Project), Subordinate Federally Taxable Series 2022B (Sustainability-
Linked Bonds) in the aggregate principal amount of $[•] (the “Bonds”), issued by the Arizona Industrial 
Development Authority (the “Authority”) pursuant to that certain Indenture of Trust dated as of February 
1, 2022 (the “Indenture”) between the Authority and UMB Bank, National Association, as trustee (the 
“Trustee”).  In connection with such purchase, the undersigned hereby represents, warrants, covenants, and 
agrees as follows (capitalized terms used herein but not otherwise defined shall have such meanings as are 
ascribed to them in the Indenture): 
 

1. The Investor is a “qualified institutional buyer” within the meaning of Rule 144A 
promulgated and adopted by the Securities and Exchange Commission pursuant to the Securities Act of 
1933, as amended. 

 
2. The Investor has authority to purchase the Bonds or beneficial interest therein and to 

execute this letter and any other instruments and documents required to be executed by the Investor in 
connection with the purchase of the Bonds or beneficial interest therein.  The Purchaser has satisfied itself 
that the Bonds are a lawful investment for it under all applicable laws. 
 

3. The Investor has the knowledge and experience in financial and business matters, including 
purchase and ownership of revenue bonds of the type referred to in the LOM (as defined herein), as to be 
capable of evaluating the merits and risks of an investment in the Bonds and understands that it may be 
required to bear the risks of an investment in the Bonds of an indefinite period of time, since any sale prior 
to maturity may not be possible.  The Bonds are a financially suitable investment for the Investor consistent 
with its investment policies, needs and objectives.  The Investor represents that it is able to bear the 
economic risk of an investment in the Bonds, including an entire loss of its investment. 
 

4. The Investor has received a copy of the Preliminary Limited Offering Memorandum dated 
October 14, 2021 as supplemented by a Supplement dated November 1, 2021, Supplement No. 2 dated 
November 23, 2021, Supplement No. 3 dated January 7, 2022 and Supplement No. 4 dated January 18, 
2022 (the “PLOM”) and the final Limited Offering Memorandum, dated February 22, 2022 (the “LOM” 
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and together with the PLOM, the “Investor Materials”), relating to the Bonds.  The Investor acknowledges 
that it has undertaken its own independent analysis of the Investor Materials and solely based its decision 
to invest on the content of the Investor Materials.  The Investor further acknowledges that the Authority, 
the Arizona Finance Authority, the State of Arizona (the “State”) and any of their past, present, and future 
directors, executive directors, officers, members, employees, counsel, advisors, consultants, program 
managers, contractors and agents of any of the foregoing (each individually an “Issuer Party” and all 
collectively the “Issuer Parties”) have not undertaken to furnish information to the Investor, or to ascertain 
the accuracy or completeness of any information that may have been furnished to the Investor by or on 
behalf of the Authority or the Company Parties relating to the operations, financial condition or future 
prospects of the Company Parties or the Project and that none of the Issuer Parties have made any 
representations concerning the accuracy or completeness of any information supplied to the Investor or 
relating to the Company Parties and the Project.  The Investor acknowledges that it has not relied upon any 
advice, counsel, representation or other information of the Authority in connection with the Investor’s 
purchase of the Bonds or beneficial interest therein and hereby waives any requirements of due diligence 
in investigation or inquiry on the part of any of the Issuer Parties and all claims, actions, or causes of action 
which the Investor may have directly or indirectly from or relating to any action which the Authority or the 
Arizona Finance Authority took, or could have taken, in connection with the issuance and sale of the Bonds 
to the Investor. 
 

5. The Investor is purchasing the Bonds or beneficial interest therein for investment for its 
own account and is not purchasing the Bonds or beneficial interest therein for resale, distribution, or other 
disposition, and the Investor has no present intention to resell, distribute, or otherwise dispose of all or any 
part of the Bonds or beneficial interest therein.  The Investor acknowledges that the transfer of the Bonds 
or beneficial interest therein is currently restricted pursuant to the terms of Section 2.10 of the Indenture 
which provides that a transfer may be made only to another purchaser who is a “qualified institutional 
buyer” described above.  Transfer is further restricted to denominations of Bonds in denominations of 
$100,000, and integral multiples of $1.00 in excess thereof.  Reference is hereby made, however, to the 
section of the PLOM and LOM captioned “INVESTMENT CONSIDERATIONS; TRANSFER 
RESTRICTIONS” regarding the deemed sophistication of transferees.   

 
6. The Investor acknowledges and understands that an investment in the Bonds involves a 

high degree of risk regarding, among other things, the subordination of the Bonds to the priority of the 
Senior Bonds also issued under the Indenture, lack of payment of principal of the Bonds and remedies while 
the Series 2022A Bonds are Outstanding. The Investor has made its own inquiry and analysis with respect 
to the Bonds and the security therefor, and other material factors affecting the security and payment of the 
Bonds. 

 
7. In making its investment decision with respect to the Bonds, the Investor has had 

access to all such information as it deems necessary or appropriate in connection with making its own 
investment decision with respect to the Bonds and the security therefor and acknowledges that the 
information provided by the Company in the Investor Materials is sufficient for the Investor to make 
its own investment decision with respect to the purchase of the Bonds or beneficial ownership therein, 
and is information that a reasonable investor would consider important in making investment 
decisions.  The Investor has had the opportunity to ask questions and receive answers from 
knowledgeable individuals concerning the Company, the Project, Security Documents and material 
project contracts. 

 
8. The Investor understands that the Bonds are special limited, and not general, obligations 

of the Authority payable solely from the revenues received by the Trustee.  The Investor understands that 
the Bonds are not secured by any obligations or the pledge of any monies received or to be received from 
taxation or from the State or any political subdivision or taxing district thereof (including, without implied 
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limitation, the Authority and the Arizona Finance Authority), and that the Bonds will never represent or 
constitute a general obligation, debt, or bonded indebtedness of the Arizona Finance Authority, the State, 
or any political subdivision thereof, and that no right will exist to have taxes levied by the Arizona Finance 
Authority, the State, or any political subdivision thereof, for the payment of the principal of, premium, if 
any, and interest on the Bonds, and that payment of the principal of, premium, if any, and interest on the 
Bonds depends upon the general credit of the Company and upon the net cash flow from the Project.  The 
Investor understands that the Authority has no taxing power. 
 

9. The Investor shall not, individually or in the aggregate with its Affiliates, in one or more 
transactions, resell or transfer the Bonds while any Senior Bonds Remain Outstanding and subject to 
Majority Senior Bondholder consent. 

 
10. All representations of the Investor contained herein shall survive the sale and delivery of 

the Bonds to the Investor as representations of fact existing as of the date of execution and delivery of this 
Investor Letter. 
 

11. Notwithstanding anything to the contrary herein, the Investor waives any requirement of 
due diligence and investigation or inquiry on the part of any of the addressees to this Investor Letter. 

 
12. Other than the addressees hereto, the representations, agreements and acknowledgements 

contained in this letter may not be relied upon by any person.  Without limiting the generality of the 
foregoing, nothing in this letter will be deemed to relieve any party of its obligations under any federal or 
state securities laws. 
 

13. This letter shall be binding upon the undersigned as of the date first written above.  
 
Very truly yours, 
 
[________________________] 

 
By:     

 Name:      
 Title:     
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APPENDIX I – Securities Depository and Book-Entry System; Global Clearance Procedures 
 

The information in this Appendix has been provided by DTC, Euroclear Bank SA/NV as operator of the 
Euroclear System (“Euroclear”) and Clearstream Banking S.A. (“Clearstream”) (DTC, Euroclear and Clearstream 
together, the “Clearing Systems”) for use in securities offering documents, and neither the Authority nor the Company 
take any responsibility for the accuracy or completeness thereof. The Authority and the Company cannot and do not 
give any assurances that the Clearing Systems, DTC Participants or Indirect Participants will distribute to the 
Beneficial Owners either (a) payments of interest, principal or premium, if any, with respect to the Series 2022 Bonds 
or (b) certificates representing ownership interest in or other confirmation of ownership interest in the Series 2022 
Bonds, or that they will so do on a timely basis or that the Clearing Systems, DTC Participants or DTC Indirect 
Participants will act in the manner described in this Limited Offering Memorandum. The current “Rules” applicable 
to DTC are on file with the Securities and Exchange Commission and the current “Procedures” of DTC to be followed 
in dealing with DTC Participants are on file with DTC. 

As used in this Appendix, “Securities” means the Series 2022 Bonds and “Agent” means the Trustee. 

Clearing Systems 

DTC Book-Entry Only System 

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the securities 
(the “Securities”). The Securities will be issued as fully registered securities registered in the name of Cede & Co. 
(DTC’s partnership nominee) or such other name as may be requested by an authorized representative of DTC. One 
fully registered Security certificate will be issued for each issue of the Securities, each in the aggregate principal 
amount of such issue, and will be deposited with DTC. If, however, the aggregate principal amount of any issue 
exceeds $500 million, one certificate will be issued with respect to each $500 million of principal amount, and an 
additional certificate will be issued with respect to any remaining principal amount of such issue. 

DTC, one of the world’s largest securities depositories, is a limited purpose trust company organized under 
the New York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member 
of the Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial 
Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 
1934. DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non U.S. equity issues, corporate 
and municipal debt issues, and money market instruments (from over 100 countries) that DTC’s participants (“Direct 
Participants”) deposit with DTC. DTC also facilitates the post trade settlement among Direct Participants of sales 
and other securities transactions in deposited securities, through electronic computerized book entry transfers and 
pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities 
certificates. Direct Participants include both U.S. and non U.S. securities brokers and dealers, banks, trust companies, 
clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & 
Clearing Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation 
and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by the users 
of its regulated subsidiaries. Access to the DTC system is also available to others such as both U.S. and non U.S. 
securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a 
custodial relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has a 
Standard & Poor’s rating of AA+. The DTC Rules applicable to its Participants are on file with the Securities and 
Exchange Commission. More information about DTC can be found at www.dtcc.com. The information contained on 
this Internet site is not incorporated herein by reference. 

Purchases of Securities under the DTC system must be made by or through Direct Participants, which will 
receive a credit for the Securities on DTC’s records. The ownership interest of each actual purchaser of each Security 
(“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners 
will not receive written confirmation from DTC of their purchase. Beneficial Owners are, however, expected to receive 
written confirmations providing details of the transaction, as well as periodic statements of their holdings, from the 
Direct or Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership 
interests in the Securities are to be accomplished by entries made on the books of Direct and Indirect Participants 
acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership 
interests in Securities, except in the event that use of the book entry system for the Securities is discontinued. 
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To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC are registered in 
the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized 
representative of DTC. The deposit of Securities with DTC and their registration in the name of Cede & Co. or such 
other DTC nominee do not affect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial 
Owners of the Securities; DTC’s records reflect only the identity of the Direct Participants to whose accounts such 
Securities are credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants will 
remain responsible for keeping account of their holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to 
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by 
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time. 
Beneficial Owners of Securities may wish to take certain steps to augment the transmission to them of notices of 
significant events with respect to the Securities, such as redemptions, tenders, defaults, and proposed amendments to 
the Security documents. For example, Beneficial Owners of Securities may wish to ascertain that the nominee holding 
the Securities for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, 
Beneficial Owners may wish to provide their names and addresses to the registrar and request that copies of notices 
be provided directly to them. 

Redemption notices shall be sent to DTC. If less than all of the Securities within an issue are being redeemed, 
DTC’s practice is to determine pro rata the amount of the interest of each Direct Participant in such issue to be 
redeemed, in accordance with the Indenture. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to Securities 
unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual procedures, 
DTC mails an Omnibus Proxy to Authority as soon as possible after the record date. The Omnibus Proxy assigns Cede 
& Co.’s consenting or voting rights to those Direct Participants to whose accounts Securities are credited on the record 
date (identified in a listing attached to the Omnibus Proxy). 

Redemption proceeds, distributions, and dividend payments on the Securities will be made to Cede & Co., 
or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct 
Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from Authority or Agent, 
on payable date in accordance with their respective holdings shown on DTC’s records. Payments by Participants to 
Beneficial Owners will be governed by standing instructions and customary practices, as is the case with securities 
held for the accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such 
Participant and not of DTC, Agent, or Authority, subject to any statutory or regulatory requirements as may be in 
effect from time to time. Payment of redemption proceeds, distributions, and dividend payments to Cede & Co. (or 
such other nominee as may be requested by an authorized representative of DTC) is the responsibility of Authority or 
Agent, disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement of 
such payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants. 

DTC may discontinue providing its services as depository with respect to the Securities at any time by giving 
reasonable notice to Authority or Agent. Under such circumstances, in the event that a successor depository is not 
obtained, Security certificates are required to be printed and delivered. 

The Authority (at the direction of or with the consent of the Company) may discontinue use of the system of 
book entry only transfers through DTC (or a successor securities depository). In that event, Security certificates will 
be printed and delivered to DTC. 

Euroclear and Clearstream 

Euroclear and Clearstream have advised the Authority and the Trustee as follows: 

Euroclear and Clearstream each hold securities for their customers and facilitate the clearance and settlement 
of securities transactions by electronic book-entry transfer between their respective account holders. Euroclear and 
Clearstream provide various services including safekeeping, administration, clearance and settlement of 
internationally traded securities and securities lending and borrowing. Euroclear and Clearstream also deal with 



 

 I-3 

domestic securities markets in several countries through established depositary and custodial relationships. Euroclear 
and Clearstream have established an electronic bridge between their two systems across which their respective 
participants may settle trades with each other. 

Euroclear and Clearstream customers are worldwide financial institutions, including underwriters, securities 
brokers and dealers, banks, trust companies and clearing corporations. Indirect access to Euroclear and Clearstream is 
available to other institutions that clear through or maintain a custodial relationship with an account holder of either 
system, either directly or indirectly. 

Clearing and Settlement Procedures 

The Securities sold in offshore transactions will be initially issued to investors through the book-entry 
facilities of DTC, or Clearstream and Euroclear in Europe if the investors are participants in those systems, or 
indirectly through organizations that are participants in the systems. For any of such Securities, the record holder will 
be DTC’s nominee. Clearstream and Euroclear will hold omnibus positions on behalf of their participants through 
customers’ securities accounts in Clearstream’s and Euroclear’s names on the books of their respective depositories. 

The depositories, in turn, will hold positions in customers’ securities accounts in the depositories’ names on 
the books of DTC. Because of time zone differences, the securities account of a Clearstream or Euroclear participant 
as a result of a transaction with a participant, other than a depository holding on behalf of Clearstream or Euroclear, 
will be credited during the securities settlement processing day, which must be a business day for Clearstream or 
Euroclear, as the case may be, immediately following the DTC settlement date. These credits or any transactions in 
the securities settled during the processing will be reported to the relevant Euroclear participant or Clearstream 
participant on that business day. Cash received in Clearstream or Euroclear as a result of sales of securities by or 
through a Clearstream participant or Euroclear participant to a DTC Participant, other than the depository for 
Clearstream or Euroclear, will be received with value on the DTC settlement date but will be available in the relevant 
Clearstream or Euroclear cash account only as of the business day following settlement in DTC. 

Transfers between participants will occur in accordance with DTC rules. Transfers between Clearstream 
participants or Euroclear participants will occur in accordance with their respective rules and operating procedures. 
Cross-market transfers between persons holding directly or indirectly through DTC, on the one hand, and directly or 
indirectly through Clearstream participants or Euroclear participants, on the other, will be effected in DTC in 
accordance with DTC rules on behalf of the relevant European international clearing system by the relevant 
depositories; however, cross-market transactions will require delivery of instructions to the relevant European 
international clearing system by the counterparty in the system in accordance with its rules and procedures and within 
its established deadlines in European time. The relevant European international clearing system will, if the transaction 
meets its settlement requirements, deliver instructions to its depository to take action to effect final settlement on its 
behalf by delivering or receiving securities in DTC, and making or receiving payment in accordance with normal 
procedures for same day funds settlement applicable to DTC. Clearstream participants or Euroclear participants may 
not deliver instructions directly to the depositories. 

The Authority will not impose any fees in respect of holding the Securities; however, holders of book-entry 
interests in the Securities may incur fees normally payable in respect of the maintenance and operation of accounts in 
the Clearing Systems. 

Initial Settlement 

Interests in the Securities will be in uncertified book-entry form. Purchasers electing to hold book-entry 
interests in the Securities through Euroclear and Clearstream accounts will follow the settlement procedures applicable 
to conventional Eurobonds. Book-entry interests in the Securities will be credited to Euroclear and Clearstream 
participants’ securities clearance accounts on the business day following the date of delivery of the Securities against 
payment (value as on the date of delivery of the Securities). DTC participants acting on behalf of purchasers electing 
to hold book-entry interests in the Securities through DTC will follow the delivery practices applicable to securities 
eligible for DTC’s Same Day Funds Settlement system. DTC participants’ securities accounts will be credited with 
book-entry interests in the Securities following confirmation of receipt of payment to the Trustee (for the benefit of 
the Authority) on the date of delivery of the Securities. 
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Secondary Market Trading 

Secondary market trades in the Securities will be settled by transfer of title to book-entry interests in the 
Clearing Systems. Title to such book-entry interests will pass by registration of the transfer within the records of 
Euroclear, Clearstream or DTC, as the case may be, in accordance with their respective procedures. Book-entry 
interests in the Securities may be transferred within Euroclear and within Clearstream and between Euroclear and 
Clearstream in accordance with procedures established for these purposes by Euroclear and Clearstream. Book-entry 
interests in the Securities may be transferred within DTC in accordance with procedures established for this purpose 
by DTC. Transfer of book-entry interests in the Securities between Euroclear or Clearstream and DTC may be effected 
in accordance with procedures established for this purpose by Euroclear, Clearstream and DTC. 

Special Timing Considerations 

Investors will only be able to make and receive deliveries, payments and other communications involving 
the Securities through Euroclear or Clearstream on days when those systems are open for business. In addition, because 
of time-zone differences, there may be complications with completing transactions involving Clearstream and/or 
Euroclear on the same business day as in the United States. U.S. investors who wish to transfer their interests in the 
Securities, or to receive or make a payment or delivery of Securities, on a particular day, may find that the transactions 
will not be performed until the next business day in Luxembourg if Clearstream is used, or Brussels if Euroclear is 
used. 

Clearing Information 

The Underwriter has advised the Authority that the Securities will be accepted for clearance through the 
facilities of Euroclear and Clearstream. The international securities identification numbers, common codes and CUSIP 
numbers for the Securities are set out on the inside front cover page. 

General 

None of Euroclear, Clearstream or DTC is under any obligation to perform or continue to perform the 
procedures referred to above, and such procedures may be discontinued at any time. 

Neither the Authority, nor any of their agents will have any responsibility for the performance by Euroclear, 
Clearstream or DTC or their respective direct or indirect participants or account holders of their respective obligations 
under the rules and procedures governing their operations or the arrangements referred to above. 
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Second Party Opinion 
EXECUTIVE SUMMARY 

 

ISSUER 
Arizona Industrial Development Authority  

BENEFICIARY 
NewLife Forest Restoration, LLC 

OPINION ON 
Revenue Bonds (NewLife Forest Restoration, LLC Project), Senior Federally Taxable Series 2022A 
(Sustainability-Linked Bonds) and Subordinate Federally Taxable Series 2022B (Sustainability-Linked 
Bonds) 

STANDARD 

 
 

 

EVALUATION DATE 
January 6, 2022 

SUMMARY 
Kestrel Verifiers is of the opinion that the Arizona Industrial Development Authority Revenue Bonds (NewLife 
Forest Restoration, LLC Project), Senior Federally Taxable Series 2022A (Sustainability-Linked Bonds) and 
Subordinate Federally Taxable Series 2022B (Sustainability-Linked Bonds) (“Series 2022 Bonds”) conform 
with the five core components of the Sustainability-Linked Bond Principles as follows: 

 Selection of Key Performance Indicators (KPIs) 
The KPIs are material to NewLife Forest Restoration, LLC’s (“NewLife’s” or the “Company’s”) operations 
and are directly related to the Company’s involvement in the Four Forest Restoration Initiative (“4FRI”), 
a public-private partnership that aims to restore 2.4 million acres of public lands in Arizona to increase 
fire resilience and forest health. The selected KPIs include (1) Total Acreage Restored and (2) Percentage 
of Processed Logs Derived From Restoration. The metrics track the scale of restoration activities and 
provide assurance that the Company is prioritizing restoration contracts over conventional timber sales 
that can have neutral or negative environmental impacts.  

 Calibration of Sustainability Performance Targets (SPTs) 
The Company has used internal baseline data to calibrate the SPTs and identify an aggressive and 
ambitious level of achievement for the selected KPIs. The Total Acreage Restored represents an increase 
of over 600% relative to the Company’s baseline data and the Percentage of Processed Logs Derived From 
Restoration SPT represents a 1500% improvement over NewLife’s historic operating data. Science-based 
and widely recognized definitions and understandings of forest restoration form the foundation of the SPTs 
and the significant environmental benefits from the restoration activities that NewLife expects to achieve. 

 Bond Characteristics 
NewLife has clearly and transparently disclosed the bond terms which are dependent upon the SPTs. 
Cumulative achievement of each of the SPTs will be assessed as of December 31, 2024. Coupon changes 
based on audited performance data will take effect on July 1, 2025. Changes in bond terms will depend 
on NewLife’s achievement of both, one, or neither of the SPTs. 
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 Reporting 
NewLife has committed to robust monitoring and reporting that meets the expectations of the SLBPs. 
Annual reports will be made available in Q1 on NewLife’s website and will include audited performance 
metrics on Total Acres Restored and the Percentage of Processed Logs Derived From Restoration.  

 Verification 
NewLife has committed to engaging a qualified third-party auditor to annually confirm performance of the 
KPIs and track progress towards achievement of the SPTs. The commitment to external verification is in 
line with best market practice and the SLBPs, and will include on-the-ground verification. 

 Impact and Alignment with United Nation Sustainable Development Goals 
By constructing specialty wood processing facilities that are critical to the economics and success of one 
of the largest forest restoration programs in the US and committing to achieving ambitious SPTs in forest 
restoration, the Series 2022 Bonds directly advance multiple UN SDGs, including Goal 9: Industry, 
Innovation, and Infrastructure, Goal 13: Climate Action, Goal 15: Life on Land and Goal 17: Partnerships 
for the Goals. 

 

 

 

 

 

 

 



 

Kestrel Verifiers | Second Party Opinion  1 

Second Party Opinion 

 

Issuer: Arizona Industrial Development Authority 

Issue Description: Revenue Bonds (NewLife Forest Restoration, LLC Project), Senior Federally 
Taxable Series 2022A (Sustainability-Linked Bonds) and Subordinate 
Federally Taxable Series 2022B (Sustainability-Linked Bonds) 

Beneficiary: NewLife Forest Restoration, LLC 

Standard: Sustainability-Linked Bond Principles 

Par: $199,691,759 

Evaluation Date: January 6, 2022 

 

 

SUSTAINABILITY-LINKED BONDS DESIGNATION 
Kestrel Verifiers, an Approved Verifier accredited by the Climate Bonds Initiative, conducted an independent 
external review of this bond to evaluate conformance with the Sustainability-Linked Bond Principles (2020) 
established by the International Capital Market Association. 

This Second Party Opinion reflects our review of the Key Performance Indicators (“KPIs”) and associated 
Sustainability Performance Targets (“SPTs”) for alignment with NewLife Forest Restoration, LLC’s 
sustainability strategy, the materiality and measurability of the KPIs and the level of ambition of the SPTs. 
Kestrel Verifiers evaluated the bond characteristics linked to the SPTs and procedures to report and verify 
SPTs for each KPI. The Kestrel team for this assignment included environmental scientists with experience 
in forest health and forest management. 

In our opinion, the Arizona Industrial Development Authority Revenue Bonds (NewLife Forest Restoration, 
LLC Project), Senior Federally Taxable Series 2022A (Sustainability-Linked Bonds) and Subordinate Federally 
Taxable Series 2022B (Sustainability-Linked Bonds) (“Series 2022 Bonds”) are aligned with the five core 
components of the Sustainability-Linked Bond Principles and qualify for sustainability-linked bonds 
designation. 

ABOUT THE ISSUER 
Arizona Industrial Development Authority or AZIDA (the “Issuer”) is a nonprofit corporation, a political 
subdivision of the State of Arizona, and a conduit issuer for the borrower, NewLife Forest 
Restoration, LLC (the “Company” or “NewLife”).  

Founded in 2016, NewLife is a sustainable forestry company in the southwestern United States. Company 
activities are focused on restoration of northern Arizona forests through prescribed stewardship activities 
and wood products processing facilities that directly support sustainable forest management. NewLife has 
three subsidiaries: Just Right, LLC which holds title to the Company’s hard assets including sawmill 
equipment, trucks, rolling stock, land and buildings; Good Earth Power AZ, LLC, which holds the 4FRI Phase 
I stewardship contract with the US Forest Service; and NewLife Forest Products, LLC, which is the operating 
company for the business.  

NewLife is the only major lumber mill operator in Arizona and has three facilities: (1) the Lumberjack Mill 
located in Heber, Arizona; (2) the GPR Mill located in Williams, Arizona, and (3) the Windfall Mill in Bellemont, 
Arizona. Following closing of the Series 2022 Bonds, the Windfall Mill will be expanded with Bond proceeds 
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and the GPR Mill will be closed. The company headquarters are located in Mesa, Arizona. In total, NewLife 
has invested over $80 million into rural and job-scarce areas of eastern Arizona and collaborates with other 
Arizona businesses involved in forest restoration. 

ALIGNMENT TO SUSTAINABILITY-LINKED BOND PRINCIPLES 
Sustainability-Linked Bonds (“SLBs”) are any type of bond instrument for which the financial and/or 
structural characteristics can vary depending on whether the issuer achieves predefined Sustainability/ ESG 
objectives. SLBs are a forward-looking performance based instrument. Those objectives are (i) measured 
through predefined Key Performance Indicators (“KPIs”) and (ii) assessed against predefined Sustainability 
Performance Targets (“SPTs”).  

Selection of Key Performance Indicators 
The Company was founded on sustainability principles and all activities and 
decision-making, including identification of KPIs, stem from this 
foundational philosophy. Guiding factors include environmental protection, 
community development, and financial sustainability. 

 

Selection and Materiality of KPIs 

KPIs are integral to long term planning and success in fulfilling the Company’s mission. Two primary KPIs 
were identified from an original list of four potential KPIs. The Company identified two KPIs which are the 
most material, verifiable, and objectively measurable.  

1. Total Acres Restored: The total number of acres treated by NewLife under restoration Task Orders 
or restoration Timber Sales.   

2. Percentage of Processed Logs Derived From Restoration Activities: The total weight of sawlogs that 
originate from restoration activities and are processed at New Life’s manufacturing facilities.  

Kestrel views the KPIs as integral and material to the sustainable management of Arizona forests in the 
region where NewLife operates. The KPIs are directly related to NewLife’s involvement in the Four Forest 
Restoration Initiative (“4FRI”), a public-private partnership that aims to restore 2.4 million acres of public 
lands in Arizona to increase fire resilience and forest health. 

Four Forest Restoration Initiative (“4FRI”): In the mid-1990s, it was recognized that logging practices in use 
at that time, which were mainly focused on removal of large, older trees, were having negative impacts on 
many plant and animal species. In response, US Forest Service land managers reduced timber harvest 
levels. At the same time, a century of wildfire suppression on public lands created many areas of forest 
that were dense and overgrown. In natural forest ecosystems, wildfires act as natural “thinners” and remove 
brush, understory, and small trees from the landscape.  

In addition to impacts to biodiversity and forest health, a widely recognized effect of dense overgrown 
forests is the increased risk of high intensity fires that are difficult to control. Small debris burns easily, and 
dense tree stands do not offer natural fire breaks. In 2020, over 2,500 fires burned nearly 980,000 acres in 
Arizona, releasing carbon that was stored in trees into the atmosphere.1 The same fires destroyed 
infrastructure and homes—causing significant economic damage. 

In 2010, the US Secretary of Agriculture announced funding for an effort to restore 2.4 million acres of 
ponderosa pine forests in northern Arizona. The 4FRI, which covers portions of the Coconino, Kaibab, 
Apache-Sitgreaves and Tonto National Forests, is the largest landscape-scale restoration initiative of its 
kind and has a goal of achieving accelerated forest restoration on these national forest lands. Many 
stakeholders, including The Nature Conservancy and local governments, collaborated with the US Forest 
Service to shape 4FRI priorities, select management plans, and define project success. 4FRI participants 
view the partnership as a model that could be applied in other western landscapes with similar forest health 
issues. 

 
1 “Arizona Fire Information,” Department of Forestry and Fire Management, accessed June 25, 2021, https://dffm.az.gov/az-fire-info. 
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The primary goals of the 4FRI are to “restore the structure, pattern, composition, and health of fire-adapted 
ponderosa pine ecosystems, reduce fuels and the risk of unnaturally severe wildfires, and provide for wildlife 
and plant diversity.” In conjunction with restoration of natural fire regimes, 4FRI aims to support 
development of sustainable industries. These goals motivate the prescribed restoration actions, the 
activities of NewLife, and are directly aligned with the selected KPIs.  

Forest Stewardship and KPIs: The KPIs which are material to 4FRI, as described above, also advance 
regional goals to improve forest health. The benefits of well-managed, healthy forests should not be 
understated and include: 

 Maintenance of carbon stocks: On a long-term scale (hundreds of years), healthier forests with large 
trees store more carbon 

 Climate and fire resilience: Overgrown forests characterized by thick underbrush and dense, small 
trees greatly contribute to high-severity, large wildfires 

 Watershed restoration: Restored forests protect water quality by minimizing erosion, providing tree 
cover, and acting as a natural filter to improve water quality  

 Plant and wildlife diversity: Healthy forests with diverse plant life are more resilient to drought, 
disease, insects and other disturbances 

 

Benchmarking and Measuring KPIs 

The KPIs can be benchmarked against internal and external references. The Company has records of 
previous annual acreage restored and the type of material (restoration or conventional) processed at 
manufacturing facilities. The definition of restoration for both KPIs is an accepted definition of restoration 
by forest stewards, ecologists, and land managers and is discussed in more detail herein. 

The KPIs are also measurable and quantifiable using acceptable and robust methodologies. The KPIs are 
metrics that are tracked as part of standard forest stewardship and mill operations. It is standard practice 
to record the source location for material transported to wood processing facilities. The methods for tracking 
Task Orders, Timber Sales, and tons of sawlogs removed from certain areas are industry and government-
accepted standards from the US Forest Service. The details of the methodology and steps for measurement 
and verification are outlined in the Company’s Framework. Use of government and industry standards for 
tracking supports the credibility of NewLife’s ability to benchmark and measure KPIs.  

 

Calibration of Sustainability Performance Targets (SPTs) 
NewLife has selected two SPTs for the two KPIs: 

1. 36,000 cumulative acres restored 
2. More than 80% of processed logs are from restoration 

In Kestrel’s view the SPTs are ambitious, the methodologies for measurement align with science-based 
definitions of forest restoration, and the Company has a credible strategy to achieve the SPTs. Based on 
Kestrel’s assessment, there will be considerable environmental benefits from the Company pursuing the 
SPTs through its proposed strategy. 

 

Alignment to Science-Based Definitions of Forest Restoration 

A science-based definition of forest restoration (“Restoration”) has been adopted by the Company and 
defined in detail in the Company’s Framework. This definition of Restoration is important for both of the 
selected SPTs and is based on the understanding that a diversity of restoration strategies is necessary to 
conform with ecological, social, political, and economic factors. The ecological goals associated with 
Restoration follow the 4FRI vision of restoration, and are based on two primary documents: 1) the Statewide 
Strategy for Restoring Arizona’s Forests, Guiding Principles for Forest Restoration and Community 
Protection, and Guiding Principles for Wildlife Habitat prepared by the Arizona Governor’s Forest Health 
Council and 2) the Forest Service Manual Directive Chapter 2020: Ecological Restoration and Resilience, 
which applies to National Forest resource management. Goals include, but are not limited to: retaining trees 
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of all size and age classes to restore natural forest dynamics, enhancing ecosystem functions, not cutting 
any old growth trees, and using available science and climate change projections to plan restoration 
treatments. NewLife recognizes the multi-faceted goals of Restoration, including watershed stewardship, 
fire mitigation, climate change adaptation, and forest resilience. Kestrel considers NewLife’s definition of 
Restoration to be aligned with science-based targets.  

 

Ambition Level of Acreage Restored 

The Company’s first SPT is a measure of total forested land area that is restored in accordance with the 
acceptable definition of Restoration. At the testing date, NewLife aims to have restored a total of 36,000 
acres of Arizona forests over the previous three years of operations. A ramp-up period was included in the 
calibration of the SPT to account for installation and upgrades to manufacturing facilities and the annual 
targets increase as follows: 

2022: 8,000 acres restored 
2023: 12,000 acres restored 
2024: 16,000 acres restored 

The historical benchmark of total acres restored demonstrates that the SPT (restoration of 36,000 acres in 
three years) is an ambitious target. The average acreage restored since 2013 was 1,666 per year. From 
2013 through 2016, the Company restored approximately 7,500 acres and restored another 7,500 between 
2017 and 2021. The SPT for Total Acreage Restored represents an increase of over 600% relative to the 
Company’s baseline data. 

 

Ambition Level of Processed Logs from Restoration 

Once material is harvested from regional forests, it is transferred to NewLife’s facilities for processing into 
usable products. In 2020 and the majority of 2021, less than 5% of the logs processed at NewLife’s 
manufacturing and processing facilities were from contracted Restoration activities. The Company has set 
an ambitious target for sourcing material from restoration activities: At least 80% of logs (by weight) 
processed at manufacturing facilities will be derived from restoration. The SPT would need to be met on a 
cumulative basis on December 31, 2024. The SPT for the Percentage of Processed Logs Derived From 
Restoration represents a 1,500% improvement over NewLife’s historic operations. 

 

Strategy to Achieve SPTs 

While most Sustainability-Linked Bonds are intended for general purposes, the proceeds of the Series 2022 
Bonds will be used in part to finance capital improvements that are integral to the success of the Four 
Forests Restoration Initiative as well as achievement of NewLife’s forest restoration SPTs. Bond proceeds 
will be spent as summarized below in order to meet the ambitious SPTs. 

Bond proceeds will be loaned to NewLife by the Arizona Industrial Development Authority to finance or 
refinance construction and operation of biomass and lumber processing facilities in Bellemont and Heber, 
Arizona, that will directly support the sustainable management of national forests in Arizona. The bond-
financed projects are primarily guided by the need for small log processing to improve financial viability of 
4FRI operations. 

NewLife holds a “Phase I” stewardship contract to selectively thin up to 300,000 acres of national forest 
lands over ten years with a primary goal of improving long-term forest health. All restoration work is done 
in accordance with the terms and conditions established through the federal environmental review process. 
Through sustainable forestry methods, NewLife protects larger trees and removes smaller trees using 
mechanical thinning and controlled burns. Prescriptive forest management plans prepared by the US Forest 
Service and aligned with the goals of 4FRI dictate the priority areas for thinning, allowable timber harvest, 
and other stewardship activities on National Forest lands. 

Currently in Arizona, there is a shortage of mills equipped to process the small, low-quality trees that come 
from restoration activities. As a result, small and medium (11-inch diameter) logs must be hauled long 
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distances for processing. The lack of suitable processing facilities threatens the practical and economic 
feasibility of the extensive environmental restoration plan laid out in the 4FRI. The Series 2022 Bonds will 
finance sawmills, planer mills, lumber dry kilns, and engineered wood products manufacturing equipment 
at two locations that will be dedicated to processing materials from regional forest restoration efforts—most 
notably the 4FRI. By introducing a critical processing option for small logs, the financed activities support 
the success of 4FRI which aims to restore northern Arizona forests and, in turn, enable the Company to 
meet its ambitious SPTs. 

 

Environmental Benefits of Achieving SPTs 

The environmental benefits of achieving the SPTs are significant. NewLife’s operations are optimized to use 
all material removed through restoration activities and have potential to reduce greenhouse gas emissions 
associated with large wildfires. 

Maximized Use of Harvested Materials from Restoration: Environmental benefits are derived through 
NewLife’s extremely efficient use of harvested trees and slash associated with stewardship activities. Most 
of the logs removed as per stewardship contracts (including US Forest Service timber sales) are considered 
“low-grade,” or wood with major defects. NewLife’s mills are optimized to turn low-grade logs into higher 
value materials. Furthermore, stewardship contracts require removal of slash, the debris from logging which 
includes branches, needles, and treetops. This practice of utilizing what would typically be considered waste 
is uncommon in forestry operations. Improvements to the two lumber mills will enable efficient processing 
of all of these materials into engineered and other wood products. At the processing facilities in Bellemont, 
close to 100% of timber is utilized; even planer shavings are bagged and sold. NewLife also intends to sell 
residual wood products to others for innovative uses such as mulch and soil amendments, biomass power 
generation, manufacturing of wood pellets and production of corrugated cardboard and container board. 

An evaluation of the effects of restoration under the 4FRI program found that ecosystem carbon stores 
could increase between 9 and 18% by 2099.2 In Kestrel’s view, the increased processing capabilities for 
small timber to be developed by NewLife are central to the long-term feasibility of 4FRI and improved 
regional fire management—including reduced vulnerability to larger, intense fires and the resultant release 
of carbon.  

Greenhouse Gas Emissions Associated with Large Wildfires: Ecologists’ understanding of responsible forest 
stewardship has evolved. Recognizing the critical role wildfires play in maintaining healthy forests, total fire 
suppression no longer aligns with best practices. Severe, stand-replacing fires have potential to release 
large amounts of CO2 and other GHGs.3 While the amount of carbon released from a wildfire is highly 
dependent on existing conditions and fire severity, emissions can be substantial. In California, wildfires that 
occurred between 2000 and 2019 released an estimated average of 14 million metric tons (MMT) of CO2 per 
year, or approximately 3% of the state’s annual emissions.4,5 Early assessments of the 2020 fire season 
estimate that the massive fires released over 100 MMT of CO2, or up to a quarter of California’s annual 
GHG emissions.  

 
2  Lisa A. McCauley et al., “Large-scale forest restoration stabilizes carbon under climate change in Southwest United States,” Ecological 

Applications (2019), 29:8 https://doi.org/10.1002/eap.1979.  
3 CO2 and black carbon are the primary pollutants from wildfires with atmospheric warming potential. Black carbon typically does not 

remain in the atmosphere for extended periods of time. Once released, it tends to have regional effects rather than global. It can 
increase absorption of incoming sunlight and, when deposited on snow and ice, can increase sunlight absorption and cause surface 
melting. Because black carbon is released with other substances from wildfires with varying effects, some uncertainty remains in the 
scientific community about the net effects of these emissions. (1. “Comparison of Scientific Reports & Oregon Forest Resources 
Institute Materials,” Oregon State Legislature Testimony, accessed June 17, 2021, 
https://olis.oregonlegislature.gov/liz/2021R1/Downloads/PublicTestimonyDocument/10990; and 2. Liu, Y., Goodrick, S. and Heilman, 
W., “Wildland fire emissions, carbon, and climate: Wildfire–climate interactions,” Forest Ecology and Management, 317: 80-96 (2014), 
https://www.srs.fs.usda.gov/pubs/45463). 

4 “Draft Report: Greenhouse Gas Emissions of Contemporary Wildfire and Forest Management Activities,” California Air Resources 
Board, released 2020, https://ww3.arb.ca.gov/cc/inventory/pubs/ca_ghg_wildfire_forestmanagement.pdf. 

5 “Latest GHG Inventory shows California remains below 2020 emissions target,” California Air Resources Board, Release No. 20-31, 
released 2020, https://ww2.arb.ca.gov/news/latest-ghg-inventory-shows-california-remains-below-2020-emissions-target. 

https://doi.org/10.1002/eap.1979
https://olis.oregonlegislature.gov/liz/2021R1/Downloads/PublicTestimonyDocument/10990
https://www.srs.fs.usda.gov/pubs/45463
https://ww3.arb.ca.gov/cc/inventory/pubs/ca_ghg_wildfire_forestmanagement.pdf
https://ww2.arb.ca.gov/news/latest-ghg-inventory-shows-california-remains-below-2020-emissions-target
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Kestrel also recognizes the work of forest carbon researchers that have identified cases of significant 
overestimation of GHG emissions from wildfires.6,7 In short, many models assume a third or more of the 
carbon stored in a forest is released during a burn. Other research has found that in some cases, less than 
10% of a forest’s carbon stock is released. In Kestrel’s view, although there is uncertainty in the scientific 
community about the full impact of fires on forest carbon stocks, the prevention of massive, unprecedented 
wildfires has significant environmental benefits. 

Bond Characteristics 
Cumulative achievement of each of the SPTs will be assessed through December 31, 2024. Coupon changes 
will be effective July 1, 2025 based on audited performance of the Company against the SPTs. If both SPTs 
have been met at the testing date, the coupon remains unchanged. If only one is met, the coupon increases 
by 25 basis points. If neither SPT is met, the coupon increases 50 basis points. Additional details surrounding 
the changes in bond terms are included in the Company’s Framework.  

Reporting 
In Kestrel’s view, NewLife has committed to robust monitoring and reporting that meets the expectations 
of the SLBPs. Annual reports will be made available in Q1 on NewLife’s website and include audited 
performance metrics on the Total Acres Restored and the Percentage of Processed Logs Derived From 
Restoration.  

Approximately three months prior to July 1, 2025, an External Reviewer will provide a single Post-Issuance 
Report confirming the continued alignment of the Company with the Sustainability-Linked Bond Principles 
as well as reporting on the SPTs as of the testing date. This Post-Issuance Report will be made available on 
the Electronic Municipal Market Access system operated by the Municipal Securities Rulemaking Board. 

Verification 
NewLife will engage a third-party auditor to annually confirm performance of the KPIs and track progress 
towards achievement of the SPTs, including on-the-ground verification. The auditor will be fully qualified to 
evaluate and provide assurance on data collected by the US Forest Service and other authorities such as 
the State of Arizona, Camp Navajo, or others. The audit will consist of visual inspections of restored forest 
sites and interviews with US Forest Service officials responsible for forest restoration monitoring and 
approvals. The commitment to external verification is in line with best market practice and the SLBPs. 

 

IMPACT AND ALIGNMENT WITH UN SDGS 
The expanded processing capabilities for small logs and equipment improvements to be financed with the 
Series 2022 Bonds advance the vision of the UN SDGs. The Series 2022 Bonds directly support UN SDGs 9, 
13, 15 and 17 by financing projects that enable forest stewardship, and long-term viability of the largest 
forest restoration project in the US designed to increase fire resilience.  

By financing processing equipment that enables 4FRI and sustainable forest management, the Series 2022 
Bonds advance Targets 6.6, 9.4 and 15.2. Healthy forests are more resilient to heat, drought, pathogens, 
wildfires and other climate-related hazards. By enabling this restoration of forest health, NewLife supports 
achievements related to Targets 11.5 and 13.1. The partnership and collaboration among stakeholders with 
diverse backgrounds and viewpoints surrounding forest management is indicative of activities supporting 
Target 17.16. 

Full text of the Targets for Goals 9, 13, 15 and 17 is available in Appendix A, with additional information 
available on the United Nations website: www.un.org/sustainabledevelopment 

 
6

 Jeffrey E. Stenzel et al. “Fixing a snag in carbon emissions estimates from wildfires,” Global Change Biology, (2019), 
https://doi.org/10.1111/gcb.14716. 

7 Oregon State University, "Effects of forest fire on carbon emissions, climate impacts often overestimated," ScienceDaily, February 
1, 2010, https://www.sciencedaily.com/releases/2010/01/100127121532.htm. 

http://www.un.org/sustainabledevelopment/
https://doi.org/10.1111/gcb.14716
https://www.sciencedaily.com/releases/2010/01/100127121532.htm
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Industry, Innovation and Infrastructure (Target 9.4) 
Possible Indicators 
 CO2 emissions per unit of value added from mill and engineered wood product projects 
 

  

 

Climate Action (Target 13.1) 
Possible Indicators 
 Improved resilience metrics associated with 4FRI restoration 

  

 

Life on Land (Target 15.2) 
Possible Indicators 
 Improved forest health metrics associated with 4FRI 

  

 

Partnerships for the Goals (Target 17.17) 
Possible Indicators 
 Expansion of the collaborative 4FRI model to other regions of the US 

CONCLUSION 
Based on our independent external review, NewLife’s Series 2022 Bonds conform, in all material respects, 
with the five core components of the Sustainability-Linked Bond Principles (2020) and are in complete 
alignment with the standard. The environmental benefits of achieving the ambitious SPTs would be 
significant, and could provide a strong model for others to follow. NewLife’s operations are designed to 
maximize use of biomass removed through restoration activities and have the potential to increase forest 
carbon stores, resilience to wildfires, and overall forest health. 

 

 

© 2022 Kestrel 360, Inc. 

 

 

ABOUT KESTREL VERIFIERS 
For over 20 years Kestrel has been a trusted consultant in sustainable 
finance. Kestrel Verifiers, a division of Kestrel 360, Inc. is a Climate Bonds 
Initiative Approved Verifier qualified to verify transactions in all asset 
classes worldwide. Kestrel is a US-based certified Women’s Business 
Enterprise. 

For more information, visit www.kestrelverifiers.com  

DISCLAIMER 
This Opinion aims to explain how and why the discussed financing meets the ICMA Sustainability-Linked 
Bond Principles based on the information which was available to us during the time of this engagement 
(June 2021 – January 2022) only. By providing this Opinion, Kestrel Verifiers is not certifying the materiality 
of the projects financed by the Sustainability-Linked Bonds. It was beyond Kestrel Verifiers’ scope of work 

http://www.kestrelverifiers.com/
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to review for regulatory compliance and no surveys or site visits were conducted. Furthermore, we are not 
responsible for surveillance on the uses of proceeds or the performance of the Company against the SPTs. 
Kestrel Verifiers relied on information provided by the Company and publicly available information. The 
Opinion delivered by Kestrel Verifiers does not address financial performance of the Sustainability-Linked 
Bonds or the effectiveness of allocation of its proceeds or measurement of KPIs and associated SPTs. This 
Opinion does not make any assessment of the creditworthiness of the Company, or its ability to pay principal 
and interest when due. This is not a recommendation to buy, sell or hold the Series 2022 Bonds. Kestrel 
Verifiers is not liable for consequences when third parties use this Opinion either to make investment 
decisions or to undertake any other business transactions. This Opinion may not be altered without the 
written consent of Kestrel Verifiers. Kestrel Verifiers reserves the right to revoke or withdraw this Opinion 
at any time. Kestrel Verifiers certifies that there is no affiliation, involvement, financial or non-financial 
interest in the Company or the projects discussed. Language in the offering disclosure supersedes any 
language included in this Second Party Opinion. 

Use of the United Nations Sustainable Development Goal (SDG) logo and icons does not imply United Nations 
endorsement of the products, services or bond-financed activities. The logo and icons are not being used 
for promotion or financial gain. Rather, use of the logo and icons is primarily illustrative, to communicate 
SDG-related activities. 
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Appendix A.  
UN SDG TARGET DEFINITIONS  

 

 

Target 9.4 
By 2030, upgrade infrastructure and retrofit industries to make them sustainable, with increased resource-
use efficiency and greater adoption of clean and environmentally sound technologies and industrial 
processes, with all countries taking action in accordance with their respective capabilities 

Target 11.5 
By 2030, significantly reduce the number of deaths and the number of people affected and substantially 
decrease the direct economic losses relative to global gross domestic product caused by disasters, including 
water-related disasters, with a focus on protecting the poor and people in vulnerable situations 

Target 13.1 
Strengthen resilience and adaptive capacity to climate-related hazards and natural disasters in all countries 

Target 15.2 
By 2020, promote the implementation of sustainable management of all types of forests, halt deforestation, 
restore degraded forests and substantially increase afforestation and reforestation globally 

Target 17.17 
Encourage and promote effective public, public-private and civil society partnerships, building on the 
experience and resourcing strategies of partnerships. 

 



 

Kestrel Verifiers | Second Party Opinion  10 

Appendix B.  
SUSTAINABILITY-LINKED BOND ASSURANCE 
PROCEDURES 

 

 

Selection of Key Performance Indicators (KPIs) 
 The selected KPIs are clearly defined and are material, or directly related, to the issuer’s operations. 

 The KPIs align with the issuer’s overall sustainability strategy. 

 KPIs are measurable and can be benchmarked against internal and/or external standards. 

 Methods for KPI measurement and quantification are disclosed and are credible. 

 
Calibration of Sustainability Performance Targets (SPTs) 
 The SPTs are ambitious, significantly exceed business as usual, and are consistent with the issuer’s 

overall sustainability strategy. 

 The method for SPT calibration is disclosed and uses external references to inform target selection. 

 Science-based scenarios and references are used to calibrate targets. 

 The issuer has a credible strategy to achieve SPTs. 

 
Bond Characteristics 
 There is transparent disclosure around the link between SPTs and bond terms. 

 Timelines for trigger and testing dates are disclosed. 

 The bond terms are clear and conform with SLBP expectations. 

 
Reporting 
 The issuer has committed to providing regular reports, at least annually, on the SPT performance. 

 Planned verification from external entities is appropriate and sufficient to (1) ensure accurate 
information on KPI performance and (2) provide necessary detail to investors. 

 
Verification 
 The Issuer has committed to ongoing external verification and making reports publicly available. 

 The selected third-party is qualified to evaluate KPIs and SPTs. 
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About NewLife Forest Restoration, LLC 

NewLife Forest Restoration, LLC is a sustainable development company 

focused on restoring overgrown forests to a healthy more natural state in an 

effort to mitigate the risk of catastrophic wildfire, enhance wildlife habitat and 

reduce environmental degradation.  

The Company is expanding its vertically-integrated forest products business 

using a business model specifically designed to accommodate the challenges 

associated with forest restoration at landscape scale and to demonstrate the 

viability of restoration work without government subsidy.  

NewLife is based in the State of Arizona where in recent decades the forest 

products industry has undergone significant decline stemming from unsound 

forest management techniques.  NewLife, through a collaborative effort with 

the Four Forests Restoration Initiative (“4FRI”), is supporting a burgeoning 

network of suppliers, customers, and partners as it redevelops the industry 

under a new focus on restoration. In doing so, the Company creates direct 

and indirect employment opportunities in some of the nation’s poorest rural 

counties and indigenous communities. 

Disclaimer: Legal Notice 

The information and opinions contained in this Sustainability-Linked Bond 

Framework (this “Framework”) are provided as of the date of this Framework 

and are subject to change without notice. NewLife does not assume any 

responsibility or obligation to update or revise any of the statements made in 

this Framework, regardless of whether those statements are affected by the 

results of new information, future events or otherwise. This Framework does not constitute 

or form part of, and should not be construed as, an offer to purchase or an invitation to sell 

securities of NewLife, or the solicitation of an offer to purchase securities of NewLife, and 

nothing contained herein shall form the basis of or be relied on in connection with any 

contract or commitment. Any decision to purchase any securities of NewLife should be 

made solely on the basis of the information to be contained in the offering documentation 

produced in connection with the offering of such securities. Prospective investors are 

required to make their own independent investigations and appraisals of the business and 

financial condition of NewLife and the nature of the securities before making any 

investment decision with respect to securities of NewLife. The offering documentation 

may contain information different from or additional to the information contained herein. 

This material is not intended for distribution to, or use by, any person or entity in any 

jurisdiction or country where such distribution or use would be contrary to law or 

regulation. Persons into whose possession this Framework or any of the information 

contained herein may come must inform themselves about, and observe, any applicable 

restrictions 

on distribution.  

In this Framework, unless otherwise specified or the context otherwise requires, all dollar 

amounts are expressed in “$”. “U.S. dollars” or “US$” means the lawful currency of the 

United States. Unless otherwise indicated, all financial information included in this 

Framework is determined using generally accepted accounting principles in the United 

States. Except as set forth under “NewLife’s Sustainability-Linked Bond Framework” and 

unless otherwise specified or the context otherwise requires, all references in this 

Framework to “NewLife”, the “Company”, “we”, “us” and “our” mean NewLife Forest 

Restoration, LLC and its subsidiaries.

Forward-looking information 

Forward-looking information, or forward-looking statements, have been included in this 

Framework to provide information about NewLife and its subsidiaries and affiliates, 

including management’s assessment of our and our subsidiaries’ future plans and 

operations. This information may not be appropriate for other purposes. Forward-looking 

statements are typically identified by words such as “anticipate”, “believe”, “estimate”, 

“expect”, “forecast”, “intend”, “likely”, “plan”, “project”, “target”, “goal” and similar words 

suggesting future outcomes or statements regarding an outlook. Forward-looking 

information or statements included in this Framework include, but are not limited to, 

statements with respect to the following: our plans to restore forests to a healthy more 

natural state and to utilize harvested fiber from such activities to manufacture forest 

products; our plans for future expansion and advancing our position in forest restoration; 

our environmental, social and governance (“ESG”) goals and targets, including those 

related to forest restoration in an effort to mitigate the risks of wildfire; our plans to 

achieve our ESG goals and targets and to monitor and report our progress thereon; our 

incentive compensation programs; the further integration of sustainability considerations 

into our business; our corporate vision and strategy, including strategic priorities and 

enablers; and the issuance by NewLife of sustainability-linked securities.  

Although we believe these forward-looking statements are reasonable based on the 

information available on the date such statements are made and processes used to 

prepare the information, such statements are not guarantees of future performance and 

readers are cautioned against placing undue reliance on forward-looking statements. By 

their nature, these statements involve a variety of assumptions, known and unknown risks 

and uncertainties and other factors, which may cause actual results, levels of activity and 

achievements to differ materially from those expressed or implied by such statements. 

Inflation, interest rates and the COVID-19 pandemic impact the economies and business 

environments in which we operate and may impact levels of demand for our services and 

cost of inputs and are therefore inherent in all forward-looking statements. Due to the 

interdependencies and correlation of these macroeconomic factors, the impact of any one 

assumption on a forward-looking statement cannot be determined with certainty. Our 

forward-looking statements are subject to risks and uncertainties pertaining to the 

successful execution of our strategic priorities and ESG goals; operating performance; 

legislative and regulatory parameters; project approval and support; economic and 

competitive conditions; availability and reliability of technology; public opinion; exchange 

rates; interest rates; commodity prices; political decisions; supply of, demand for and 

prices of commodities; the COVID-19 pandemic and the duration and impact thereof. The 

impact of any one risk, uncertainty or factor on a particular forward-looking statement is 

not determinable with certainty as these are interdependent and our future course of 

action depends on management’s assessment of all information available at the relevant 

time. Except to the extent required by applicable law, NewLife assumes no obligation to 

publicly update or revise any forward-looking statement made in this Framework or 

otherwise, whether as a result of new information, future events or otherwise. All forward-

looking statements, whether written or oral, attributable to us or persons acting on our 

behalf, are expressly qualified in their entirety by these cautionary statements. 
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Our Sustainability Model 

Catastrophic Wildfires Threaten Forestland 

In the last two decades, Arizona has experienced multiple 

mass-scale catastrophic wildfires that burned hundreds of 

thousands of acres of forestland at a time. The factors 

leading to these fires remain in place and continue to 

present an on-going threat to the forestlands of Arizona. 

First, climate change induced weather systems increase the 

instances of drought and extend the duration of the annual 

fire season, both of which increase the likelihood of forest 

fires taking place.  

Second, decades of mismanagement stemming from a 

complex series of events have left the forests of Arizona 

overgrown with an inordinate amount of understory. The 

excessive volume of trees and shrubs making up the 

understory are a dangerous source of fuel for forest fires. 

This is not merely because of the sheer volume of material,  

but because it is conducive to creating crown fires through a 

phenomenon known as the ladder effect.  

Crown fires are fires in which the overstory tree canopy is 

itself a blaze tens or hundreds of feet in the air. These fires 

are incredibly challenging to control given their intensity, 

overhead positioning, and exposure to wind systems which 

can cause them unexpectedly to change direction of travel.  

In a natural state, small natural wildfires caused by lightning 

are part of a healthy forest ecosystem. These small fires 

clean out underbrush before it becomes overgrown without 

impacting larger trees whose canopy is well above the forest 

floor. However, because communities have increasingly 

been built within forest areas, these small natural forest 

fires, viewed as a threat to nearby communities, have been 

extinguished before they have a chance to clean out the 

understory.  
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Once the understory is allowed to grow, the ladder effect is 

created. The small shrubs and brush grow into medium-

sized trees. These medium-sized tree branches are low 

enough to the ground such that when a new forest fire 

starts in the shrubs below them, they catch fire. These same 

medium sized trees, once on fire, have branches high 

enough in the air that the fire from them is able to climb up 

and catch the overstory forest canopy branches on fire – and 

a crown fire is created.   

As a result, fire seasons have become increasingly 

challenging year after year as wildfires are burning hotter, 

higher, more often and consuming vast areas of forestland. 

This has a devastating impact on the environment, wildlife, 

industry and communities throughout North America.  

The environmental impacts are widespread as flora and 

fauna systems are destroyed across large landscapes. The 

destruction of habitat has a major impact on biodiversity in 

the region, degrades the watershed, releases vast quantities 

of greenhouse gases, reduces air quality, causes soil erosion 

and exposes areas to disease and pests such as beetle 

infestation.  

Industry suffers as forestland tourism and recreation are 

disrupted and raw materials for the forest products industry 

are destroyed.  

Property loss and local environmental degradation have a 

direct impact on local communities, but the impact is felt 

statewide. For example, degradation of the watershed puts 

at risk the state water supply and air quality is reduced 

across large swathes of the state creating health hazards.  

Four Forests Restoration Initiative 

4FRI is the first landscape scale restoration project by the 

US Forest Service designed to combat the impact of climate 

change and reduce the risk of catastrophic wildfire by 

restoring the forests of Arizona to a more natural state.  

4FRI has been created to accelerate an ambitious 

restoration program to improve and sustain watershed 

health, improve wildlife habitat, conserve biodiversity, 

protect old-growth, reduce the risk of uncharacteristic 

wildland fire and promote the reintroduction of natural fire, 

and restore natural forest structure and function so that 

forests are more resilient to climate change. 

On a scale never attempted before, the 4FRI spans 2.4-

million-acres on the Apache-Sitgreaves, Coconino, Kaibab 

and Tonto national forests. Appropriately-scaled business 

and industry will play a key role in this effort by harvesting, 

processing, and selling wood products. This will reduce 

treatment costs and provide restoration-based work 

opportunities that will create jobs. 
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Ponderosa pine forest stretches almost continuously from 

the south rim of the Grand Canyon, across the Mogollon 

Rim, to the White Mountains in eastern Arizona. 

Unfortunately, these forests have been degraded by 

unsustainable historical land uses and fire exclusion. The 

result is overgrown forests with thin, unhealthy trees and 

the threat of unnaturally severe wildfire. 

“The vision of 4FRI is restored forest ecosystems that 

support natural fire regimes, functioning populations of 

native plants and animals, and forests that pose little threat 

of destructive wildfire to thriving forest communities, as well 

as support sustainable forest industries that strengthen 

local economies while conserving natural resources and 

aesthetic values.” – Four Forests Restoration Initiative 

Established as a collaboration between government, 

community, environmental groups, and industry, 4FRI is the 

first landscape scale project designed and implemented by 

and for all of the various stakeholders in the forest 

ecosystem. 

A Sustainable Restoration Model is Challenging  

A critical component of forest restoration is the forest 

products industry. Industry is required to mechanically ‘thin’

the forests by using heavy equipment largely to remove the 

aforementioned dangerous levels of understory and to 

otherwise restructure existing forests through the use of 

silviculture-based treatment prescriptions to return them to 

a more natural state.  

Forest thinning reduces the immediate risk of catastrophic 

forest fire by making forests more resilient against naturally 

occurring fire regimes. However, because the wood fiber 

harvested during forest restoration activities is from the low-

grade, less valuable small trees and biomass, creating a 

sustainable forest restoration program is challenging.  

First, a supporting manufacturing industry must be created 

to process the particular type of low-grade wood fiber 

harvested during thinning activities. Arizona’s very limited 

manufacturing infrastructure is the single largest 

impediment to landscape scale forest restoration in the 

state. 

Second, the profit margins generated by this manufacturing 

effort need to be high enough to offset the additional costs 

associated with restoration including timber stand 

improvement (TSI) work (in which extensive amounts of 

bramble and underbrush are removed from the forest with 

no saw logs generated from the activities) and biomass 

removal programs such as the grinding and removal of 

branches and the chipping up and removal of tree tops to 

reduce fuel load left on the ground. If profit margins from 

manufacturing are not sufficient to cover restoration 

activities the program becomes unsustainable either 

because it remains reliant on government subsidies to fund 

some of the TSI work and biomass removal or because 

certain restoration activities would need to be sacrificed in 

order to allow the program to continue.  

NewLife Carefully Designed a Restoration Solution 

NewLife is at the forefront of industry design and 

development in support of landscape scale forest 

restoration. The Company holds the first contract awarded 

by the US Forest Service to industry to effectuate 4FRI 

through the restoration of 15,000 to 300,000 acres of 

ponderosa pine forestland in the 4FRI operating area. 

The restoration of ~15,000 acres during the Phase I contract 

provided the Company extensive understanding of the 

characteristics of the low-grade fiber generated during 

forest restoration activities. As noted, understory removal to 

aid overstory growth makes forests more resilient against 

wildfire while also reducing the severity of wildfires, but 

yields fiber which is more challenging to monetize 

economically than a typical timber operation which harvests 

higher value overstory. Experience in harvesting from the 

Phase I Contract presented NLFR with valuable data on log  
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grade, biomass volumes, and harvesting costs typical 

throughout the 4FRI operating area during restoration. 

This understanding of the fiber content enabled NLFR to 

design a manufacturing solution to deliver sustainable 

restoration. First, low-grade fiber would need to be 

processed efficiently through carefully selected machine 

centers to extract value and minimize waste. The Company 

has designed a solution using multiple primary and 

secondary breakdown facilities incorporating optimization 

scanning technology for this purpose.  

Second, low-grade fiber would need to be remanufactured 

into higher grade products to increase average sales price of 

end products. The company designed an Engineered Wood 

Products (EWP) plant to accomplish this and did so using 

highly automated equipment to reduce production cost. 

Between the increase in average sale price and low 

production costs the Company forecasts significantly higher 

margins to fund restoration biomass processing and removal 

requirements on a sustainable basis.  

In addition, biomass markets will need to be developed for a 

‘zero waste’ utilization program in which nearly all fiber in 

the forest is converted into product for sale to end 
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customers. The Company has established relationships with 

multiple customers which consume biomass generated from 

restoration activities to produce products such as bagged 

lawncare products, animal bedding, renewable energy and 

pellets.  

The NewLife Solution is in the Midst of Delivery 

The manufacturing solution contemplated under the bond 

offering is engineered and is now in the midst of delivery. 

The solution implementation is planned across two sites, 

one located on the east side of the 4FRI operating area and 

one located on the west side of the 4FRI operating area. 

This will help reduce average hauling distances from the 

forest and lower the costs associated with delivering fiber to 

manufacturing centers for processing.  

Each of the facilities includes small log breakdown 

equipment to convert smaller logs into lumber more 

efficiently. The first of the small log primary breakdown lines 

has already been implemented at the east side facility 

demonstrating the effectiveness of the machinery. Three 

small log primary breakdown lines will be implemented on 

the west where 75% of lumber production will be generated. 

The west side facility will also run two EWP plants to 

upgrade the lower-value, lower-grade lumber manufactured 

during the initial breakdown process into higher grade 

lumber. The first of these two lines has already been 

implemented using a highly automated chop line, finger-

jointer, edge-gluer and moulder. The plant is operational 

and demonstrating the viability of converting low-grade 

input material from restoration thinning into high-value, 

high-margin product.  

The solution will incorporate multiple highly-automated 

bagging facilities through which to bag various biomass and 

residual products including bark, wood chips, and planer 

shavings. These bagged products are in wide use in the 

California and Arizona markets and provide a significant 

outlet for biomass generated during forest restoration.  

These efficient and automated manufacturing solutions 

located in the heart of the forest will maximize margins on 

forest products enabling NewLife to fund the less 

economical components of restoration work such as timber 

stand improvements (TSI) and slash treatment.

The Broader Vision 

Implementation of these manufacturing facilities would 

enable the landscape scale forest restoration envisaged by 

the Company and the Four Forests Restoration Initiative. 

The manufacturing facilities themselves are designed to 

process fiber from some 25,000+ acres per year and to do 

so on a sustainable basis without government subsidy.  

States across the western United States are suffering the 

same dire economic and environmental impacts from forest 

fires as Arizona. The restoration model developed by NLFR 

and implemented with the support of the bond could then 

act as an industry showcase for sustainable forest 

management to be replicated in these other jurisdictions 

which remain at significant risk of catastrophic wildfire.  
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Our Sustainability Goals 

NewLife supports the United Nations’ Sustainable Development 

Goals (“SDGs”), which are a call for all countries to work 

together to end poverty, protect the planet and ensure that all 

people are able to enjoy peace and prosperity by 2030. 

The Company mission supports multiple SDGs and targets in 

the SLB framework those noted in the table below: 

Watershed 

Restoration 

Areas of Watershed 

Restored 

Industry 

Innovation & 

Infrastructure 

CO2 emissions per 

unit of value from mill 

and EWP projects 

Natural 

Disaster 

Response 

Estimated reduction 

in burned forest area 

as a result of 

restoration 

Climate 

change 

adaptation 

Improved resilience 

metrics associated 

with 4FRI restoration 

Sustainable 

Forestry 

Improved Forest 

Health Metrics 

associated with 4FRI 

Partnership 

for the Goals 

Expansion of the 

collaborative 4FRI 

model to other 

regions in the USA 

The forest restoration activities undertaken by the Company 

and supported by the manufacturing facilities being 

delivered with support of the bond is the key driver of each 

of these noted SDGs.  

Watershed: Overgrown forests reduce the water available in 

groundwater. Trees require significant volumes of water for 

basic biological functions and the water once consumed by 

the tree is either stored in the tree or released into the 

atmosphere through a process called evapotranspiration. It 

is then only available again once it falls back to earth as rain 

or snow putting significant stress on the watershed.  

On-going climate change induced drought exacerbates the 

situation. Studies have shown thinning efforts have the 

potential to release billions of gallons per year into rivers 

and groundwater easing stress caused by increasing periods 

of drought.   

Large catastrophic wildfire leads to insufficient numbers of 

trees, which also causes significant damage to the 

watershed. “The scorched landscapes that result from 

wildfire cause a breakdown in the natural storage and 

filtration the forest once provided. Snowpack is exposed to 

excessive sunlight causing it to melt more quickly. Runoff 

from fire-scarred areas brings ash and debris with it. The 

waste settles at the base of the dams, reducing reservoir 

capacity and affecting water quality, placing a strain on 

water treatment facilities.” – Salt River Project

Industry Innovation: NewLife aims to be at the forefront of 

the industry in supporting the burgeoning global carbon zero 

efforts. The Company intends to use modern infrastructure 

to maximize the value extracted from fiber recovered from 

forest restoration and processed into products at its 

facilities. This will be accomplished initially through the 

efficient small log processing facilities and the engineered 

wood plant, but additional developments are under review. 

The Company for example is investigating reducing the 

amount of biomass created during restoration work by 

developing products which use an increasingly smaller 
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diameter tree, such as through a pole and post 

manufacturing facility, which would otherwise be chipped 

up. The Company also will work with OEM manufacturers of 

forestry equipment and mill rolling stock to where possible 

over time convert to electric vehicles. 

Natural Disaster Response: Multiple studies have 

demonstrated that forest restoration through thinning has a 

meaningful impact on a forest’s ability to resist catastrophic 

fire. One particular study was of the Carlton Complex fire 

which burned 160,000 acres across Washington on a single 

day in 2014. The study used satellite imagery to examine the 

impact on the fire in areas within the fire complex which had 

been thinned relative to those areas in which restoration 

had not taken place. The study demonstrated significant 

increased levels of tree survival in thinned areas saving vast 

volumes of GHG from being emitted into the atmosphere. 

Study co-author David W. Peterson, a research scientist at 

U.S. Forest Service Wenatchee Forestry Sciences Lab, said 

"our results suggest that as we increase our 'restoration 

footprint' -- the proportion of forest area treated to reduce 

fuels -- forests may become increasingly resilient to 

wildfires under a broad range of conditions." 

Climate Change Adaptation: Over time, as the restoration 

footprint becomes sizeable, the impact of NewLife’s forest 

restoration efforts on the watershed and in building out 

additional fire resilience within thinned areas will be 

measurable allowing the company to begin compiling 

metrics quantifying the program’s impact on adapting to 

climate change.  

Metrics the Company intends to report on in collaboration 

with 4FRI stakeholders include total carbon sequestered 

through durable forest products, total carbon sequestered 

and annual carbon capture by overstory preserved from 

forest fire through thinning efforts, total water gallons 

released into the watershed, and total endangered wildlife 

positively impacted through restoration of critical habitat.  

Sustainable Forestry: As restoration work returns 

forestland to its more natural state, the Company will be 

able to report on a wide array of statistics to demonstrate 

the improving health of the forest. The overriding metric, 

however, will be measured in cumulative stand density 

either through reporting on net total basal area or trees per 

acre.  
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Understanding the current scale of the problem, one needs 

to look no further than the East Clear Creek watershed. East 

Clear Creek consists of dense stands of ponderosa pine and 

mixed conifer, with tree densities ranging from 500 to 6,000 

trees per acre for about 65 percent of the project area. 

Historical data suggest that historical tree densities for 

trees greater than 5 inches ranged from 73 to 181 trees per 

acre (average of 100 tpa) and basal areas ranged from 61 to 

102 ft2 per acre (average of 90 ft2) (Ffolliott, Barger, & 

Martin, 1967). These historic stocking levels indicated a 

relatively open  

forest with less than full site occupancy, and low 

competition among trees. The current stocking levels 

indicates high competition among trees, resulting in 

competition-induced mortality and growth stagnation 

(USDA, 2018).

Partnership for the Goals: In 2018 the US Forest Service 

estimated more than 65 million acres of US national forests 

were in need of restoration work.  

NewLife intends to share its learnings with stakeholders in 

other parts of the country including New Mexico, Colorado, 

and California in the hopes that collaborative efforts such as 

4FRI can be created among environmentalists, government, 

industry and communities in other locations enabling the 

implementation of the NewLife forest restoration model.  

California is a prime example of the need for continued 

collaboration by multiple stakeholders. In 2020, as wildfires 

continued to wreak havoc on the environment and 

surrounding communities, California announced a critical 

engagement with the US Forest Service in moving 

restoration forward: 

“In a key step to improve stewardship of California’s forests, 

the Newsom Administration and the U.S. Forest Service 

today announced a new joint state-federal initiative to 

reduce wildfire risks, restore watersheds, protect habitat 

and biological diversity, and help the state meet its climate 

objectives. 

The Agreement for Shared Stewardship of California’s 

Forest and Rangelands includes a commitment by the 

federal government to match California’s goal of reducing 

wildfire risks on 500,000 acres of forest land per year. To 

protect public safety and ecology, experts agree that at least 

one million acres of California forest and wildlands must be 

treated annually across jurisdictions” – Office of Governor 

Newsom 

The implementation challenge, however, will be manifold, as 

learned during the efforts of the Company in Arizona. 

Restoration work is largely unsustainable unless industry is 

able to create an integrated supply chain which captures a 

significant portion of the value chain from fiber utilization 

through the likes of manufacturing facilities such as EWP. In 

addition, attaining buy-in from the environmental sector will 

be critical to ensuring restoration treatment prescriptions 

account for the significant biodiversity elements needed for 

consideration by such efforts as well as limiting the need for 

litigation which otherwise inevitably slows or halts 

restoration efforts. 

Social 

The Company places safety and employee welfare at the 

forefront of operations as our people are our most valuable 

asset and critical for our success. Effectively engaging, 

developing, retaining and rewarding our employees is a 

priority for us; one that enables us to fulfill our purpose to 

safely restore National Forests to a more natural state.  

We are committed to fostering a diverse and inclusive 

environment in which our employees feel welcome, valued 

and connected.  

We continue to work with local universities and other 

educational institutions, the Chamber of Commerce, the 

Arizona Commerce Authority, regional Native American tribal 

leaders and the US military to provide opportunities for and 

build an inclusive environment of talented employees 

representing the communities we serve. We are committed 
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to achieving representation goals for women, racial and 

ethnic groups, people with disabilities and veterans.  

The Company is committed to knowledge transfer and 

building competencies through technical training, an effort 

which is particularly important as NewLife delivers 

regionally innovative industry solutions. In addition to 

establishing training programs with regional educational 

institutions, the Company commits to establishing mentoring 

programs enabling new recruits to thrive through guidance 

from more experienced co-workers and to provide staff 

opportunities to share special needs or concerns outside of 

the day-to-day line management structure.  

NewLife is an active participant in the 4FRI stakeholder 

group engaging the wider community impacted by 4FRI 

restoration efforts. The Company remains committed to 

supporting local communities and has historically donated 

lumber and other fiber products to those in need of 

assistance and will continue so to do moving forward.  

Governance 

Our approach to sustainability governance engages all levels 

of the Company, from the Board to our employees. 

Board

The Board is responsible for identifying and understanding 

sustainability risks, and ensuring appropriate systems are 

implemented to monitor, manage and mitigate those risks

Chief Executive Officer and Executive Leadership Team

Responsible for the Company’s sustainability performance; 

integration of sustainability considerations into strategic and 

financial plans, and operational and functional responsibilities; 

and the Company’s performance and long-term success

Management 

Establishes, oversees and ensures adherence to corporate 

policies, integrating sustainability strategy and risk management 

into day-to-day operations. 

Employees 

Implement departmental initiatives and conduct Company 

business in a socially responsible and ethical manner consistent 

with Company policies and values

Executive compensation: Senior management employment 

contracts include performance bonuses tied to the KPIs 

noted herein to ensure alignment of remuneration with 

corporate values and sustainability objectives.  

Sustainability-Linked Bond Framework 

The Company SLB Framework references multiple 

sustainability metrics on which the Company shall report in 

pursuit of its corporate mission to restore forestland and 

drive forward its targeted Sustainable Development Goals.  

The specific selection of Key Performance Indicators (KPIs) 

on which sustainability success is to be measured will be 

from the following four options 

1. Total acres restored  

The overriding factor determining the success of the 

Company with respect to this sustainability framework shall 

be in the number of acres restored. In defining successful 

restoration (“Restoration”), the Company adapts the current 

4FRI collaborative approach as follows: 

“It is important to understand that restoration at this scale is  

characterized by uncertainty. Therefore, a diversity of 

restoration strategies that fit local ecological, social, 

political, and economic circumstances are needed. A “one-

size-fits-all” approach is not appropriate, and an open, 

transparent, collaborative process is essential to the 

success of those restoration strategies.  

The following ecological goals are a synthesis of the Arizona 

Governor’s Forest Health Council’s Statewide Strategy for 

Restoring Arizona’s Forests, Guiding Principles for Forest 

Restoration and Community Protection, Guiding Principles 

for Wildlife Habitat, as well as the National Forest Service 

Manual Directive Chapter 2020: Ecological Restoration and 

Resilience:  
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1. Protect and restore ecosystem structures, 

processes and functions 

2. Conserve and enhance biological diversity at 

multiple spatial scales (from the stand to the 

landscape)  

3. Integrate conservation and recovery of listed, rare, 

and declining species into the planning and 

implementation of restoration treatments  

4. Use historic range of variability, current conditions, 

and potential effects of climate change in planning 

of restoration treatments  

5. Reduce unsustainable densities of post-settlement 

trees and enhance forest resilience so that low-

intensity, frequent fire and other natural processes 

can operate to the fullest extent possible 

6. Retain sufficient trees of all size and age classes to 

assure development of natural stand dynamics. 

7. Reintroduce low-intensity, frequent fire as the 

primary natural process maintaining forest 

structure and function  

8. Minimize potential negative impacts of restoration 

treatments to wildlife, residual vegetation, soils, 

aquatic systems, and other ecological and biological 

values  

9. Strive for structural diversity in the attributes of the 

tree component (e.g., density, size, and spacing), 

the size and distribution of forested patches and 

openings, and the associated shrubs and 

understory vegetation to create diverse conditions 

most beneficial to wildlife and most resilient to 

widespread habitat loss  

10. No old growth trees (predating Euro-American 

settlement or currently exhibiting old growth  

structural characteristics) shall be cut  

11. Use the best available science, current and desired 

conditions, climate change projections, and human 

uses to plan restoration treatments  

12. Employ adaptive management, monitoring, and 

evaluation with a clearly defined feedback 

mechanism into all ecological restoration decisions 

and activities”

(https://4fri.org/wp-

content/uploads/2018/04/path_forward_032410.pdf) 

NewLife will commit to restoring acres through independent 

silviculture prescriptions developed in accordance with the 

aforenoted ecological goals with the understanding that 

prescription for restoration within any specific forested area 
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will account for a multitude of ecological, social, political 

and economic variables attributable to that area.  

The Company so doing will be instrumental in successfully 

delivering on SDG17, Partnership for the Goals, as approved 

independently derived prescriptions constructed in 

accordance with the Restoration definition above will be 

critical in achieving environmental group collaboration in 

new territories as well as other key stakeholders including 

communities, utility companies, and politicians. Restoration 

is the key driver behind water restoration, natural disaster 

mitigation/fire mitigation, climate change adaptation/forest 

resilience – the critical benefits by which to induce broad 

collaborative participation from these key stakeholders. 

2. Percentage of Logs Processed are Restoration Logs 

The Company sustainability model is predicated on building 

infrastructure to support the mission of restoring acres, not 

just to build a run-of-the-mill forest products business. A 

critical Key Performance Indicator for the business 

sustainability framework therefore is the level of total 

sawlogs processed by the Company sawmills derived from 

Company Restoration acres versus sawlogs derived from 

other sources which were not harvested by the Company in 

accordance with Restoration as defined herein.  

It may be the case that it makes social, economic, political, 

or environmental sense for the Company to process sawlogs 

outside of Company Restoration acres from time to time, but 

the vast majority of sawlogs should be from Company 

contracted Restoration acres for the sustainability 

framework to be deemed successful.  

3. Total Biomass removed from the forest 

While a typical forest operation results in vast quantities of 

biomass being left behind by harvesting operators, 

Restoration work includes the removal or treatment of 

biomass as a critical component of success. A reduction in 

overall fuel load through biomass removal is critical in 

mitigating the risk of catastrophic wildfire. 

A KPI established using total biomass removal or a % of 

biomass removed as an independently measurable proof 

point that this is forest Restoration work, not typical timber 

harvesting activity, and could be a strong indicator of the 

success of the sustainability mission.  

However, measuring and monitoring total biomass removal 

or % removal could be challenging in a number of 

circumstances. For example, certain forest products in 

future may include use of high levels of wood chips in the 

manufacturing process such as if a Medium-Density 

Fiberboard (MDF) plant were to be constructed. In such an 

instance, whole trees could be chipped up in the forest and 

hauled to the MDF plant, skewing the definition of biomass 

for sustainability measurement purposes.  

4. Total conversion of biomass into carbon-

sequestering products 

Biomass is generally converted into products which do not 

sequester carbon for extended periods of time including 

lawncare products which degrade over time and energy 

facilities which consume biomass virtually immediately.  

Although a critical component of Restoration activities and 

therefore essential in providing a total net carbon benefit 

through the preservation of forest otherwise at risk of forest 

fire, building additional product manufacturing facilities 

which convert biomass from a source of GHG emissions to 

one of carbon sequestration would increase the net benefits 

of Restoration.  

An example by which this could be accomplished include the 

construction of an MDF facility, which has the benefit not 

only of converting vast quantities of forest biomass into 

durable carbon-sequestering products but also in similarly 

converting vast quantities of sawmill residuals including 

woodchips, sawdust, and shavings.  
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Another example would be building a post and pole plant 

which is designed to use even incrementally smaller 

diameter sawlogs to create fence posts, telephone poles 

and other such products. This converts ever smaller logs 

into durable carbon-sequestering products which otherwise 

would be chipped up as biomass and sold as bagged 

lawncare products degrading more rapidly.  

The main challenge in implementing this KPI is that new 

facilities such as those exemplified are not contemplated in 

the current bond financing and therefore this sustainability 

KPI should be considered only in future bond financing 

initiatives.  

Calibration of Sustainability Performance Targets (SPTs)  

The Company believes the KPIs most critical to 

sustainability success, and which are most objectively 

measurable, verifiable, and applicable under the current 

bond offering are the Total Acres Restored and Percentage 

of Logs Processed are Restoration Logs.

The Company SLB framework calibrate the SPTs for these 

two KPIs as follows.  

Total Acres Restored shall be measured on Task Orders or 

Timber Sales contracted by NewLife and restored each 

calendar year with the following targets: 

2022: 8,000 acres restored 

2023: 12,000 acres restored 

2024: 16,000 acres restored 

2025+: 20,000 acres restored annually 

The Company performance targets are based on both 

historical performance to date as well as the timing of 

additional supporting manufacturing facilities being 

delivered through the SLB financing.  

Historically, the company has completed ~15,000 acres of 

Restoration work restoring approximately 7,500 acres from 

2013 through 2016 and an additional 7,500 acres from 2017 

through 2021. This represents an average of 1,666 acres per 

year over the last 9 years.  

The first-year target of 8,000 acres restored is a significant 

leap from historical performance representing an increase of 

over 400% of the annual average. Success is predicated on 

implementing the first two of the Windfall primary 

breakdown lines and successfully initiating operations 

thereon over the course of 2022.  

The second-year target of 12,000 acres is an additional 

increase predicated on installing a 3rd primary breakdown 

line in December of 2022 and initiating operation thereon 

over the course of 2023.  

The third-year target is predicated on implementing a 

second shift of production on the first two primary 

breakdown lines at Windfall and ramping up overall 

production capacity thereon over the course of 2024.  

The fourth-year target and steady-state operation is 

predicated on implementing a second shift on the third 

primary breakdown line at the Windfall sawmill as well as a 

second shift at the Lumberjack sawmill, but tempered by 

any unforeseen circumstance in which Restoration acreage 

availability is limited. The Company may, for example, 

source material for processing from sources other than 

Restoration acres completed by the Company, even though 

such material may be from Restoration acres contracted and 

completed by 3rd parties.  

While the Company is forecasting 25,000 acres per year 

steady-state operational capacity from equipment running 

two shifts at all manufacturing facilities, some materials 

may come from sources other than Company Restoration 

acres or the Company may be impacted by low volume of 

Timber Sales. While unlikely, this latter event has been 

modeled in the bond financing through various stress-case 

scenarios including projecting availability of only 12,000 

acres per year for Restoration and the running of only one 

shift at all manufacturing facilities. 
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The Percentage of Logs Processed are Restoration Logs

in its manufacturing facilities shall not be less than 80% of 

its total sawlogs processed (whereby Processed is defined 

as logs harvested and hauled to a Company sawmill for 

processing).  

Throughout 2020 and most of 2021, less than 5% of the 

sawlogs processed in the Company manufacturing facilities 

originated in Company Restoration acres. The Company 

instead has been purchasing gate wood from third party 

suppliers who have contracted their own timber sales and 

sold to the Company the product harvested therefrom. The 

timber sales themselves have been Restoration acres, but 

they have not been contracted directly by the Company.  

The Company has been purchasing gate wood in this 

manner to restrict log intake to being a minimum of 12” in 

diameter at the Lumberjack sawmill in Heber given its 

historical inefficiency in processing smaller diameter wood. 

The recent installation of the small diameter TV6000 primary 

breakdown line at Lumberjack will enable the Company to 

again contract its own Restoration acres as the sawmill can 

efficiently consume the entire profile of sawlogs generated 

from harvesting activities.  

The Windfall Sawmill implementation is specifically 

designed at the outset to process efficiently smaller 

diameter logs enabling the Company to effectively harvest 

its own Restoration acres without having to restrict diameter 

input through the purchase of gate wood.  

The Company believes an 80% net percentage of 

Restoration logs processed from its own Restoration acres, 

while aggressive relative to recent standards, is achievable 

and in line with its SLB framework guiding principles.  
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Bond Characteristics 

1. KPI1 = Acreage Restored   

2. KPI2 = % of Logs Processed are Restoration Logs 

Cumulative SPTs to be tested to December 31, 2024 and 

reported on with verification in March of 2025 as part of the 

Company annual audit.  

KPI1 SPT = 36,000 acres restored 

KPI2 SPT = No less than 80% of total logs processed in 

manufacturing facilities originates from Company 

Restoration acres 

The following changes in bond terms will be effective June 

1, 2025 based on performance through December 31, 2024 

and verified by third party certification to bond trustee at 

least 15 days prior to June 1: 

 If as of December 31, 2024 NL has met both 

KPI1(acreage) and KPI2 (% of Logs Processed 

originate from Company Restoration acres) SPTs 

coupon remains unchanged 

 If as of December 31, 2024 NL has met one of the 

KPI SPTs coupon increases 12.5 bps 

 If on December 1, 2024 NL has met neither of the 

KPI SPTs coupon increases 25 bps 

 Coupon changes apply to senior and subordinate 

bonds. 

Reporting 

Annual report in Q1 stating forest restoration completed and 

percent of logs processed in manufacturing facilities are 

derived from Company Restoration acres in preceding year. 

Verification 

On the ground verification of Restoration on Company 

Restoration acres is conducted by the US Forest Service for 

Timber Sales and stewardship contract Task Orders. 

The review and verification process following includes: 

Forest Service inspectors monitor all activities on the 

ground. The Forest Service, through inspectors or 

Contracting Officer Representatives (COR) perform 

unannounced visits to the operating site. If no areas for 

action are identified a report may not be initiated. If areas 

for action are observed any issues requiring resolution are 

identified in a weekly report. 

The Company undertakes to resolve any outstanding issues 

for sign-off in the following week’s inspector visit. 

The completion of any Task Order / Timber Sale includes a 

walk-through by inspectors and a report to contractor and 

COR. Any outstanding elements such as road closures, 

erosion prevention measures, landing closures etc. are 

identified. The Company completes any outstanding 

elements and then a final walk-through by inspectors is 

completed.  

A final report and Task Order / Timber Sale closing 

document is signed off by COR, company, and Contracting 

Officer. The signed close out documentation is kept by 

Forest Supervisors, Contracting Officer, and Southwest 

Region as well as the Company.  

Verification of the % of logs processed by the Company 

being from Company Restoration acres occurs through the 

following process: 

First, the verification of tons of sawlogs removed from the 

forest on Company Restoration acres is through the 

following process: 

 Any material removed from the forest is done by 

truck 

 All trucks are loaded in the forest and must then 

weigh in at a forest service approved weigh scale 

prior to unloading to attain the product weight 
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 Once unloaded the truck is required to be re-

weighed to determine Tare Weight [empty weight]. 

The difference between the loaded weight and the 

Tare weight is the weight of product removed. 

 Copies of each scale ticket are provided to truck, 

Company, US Forest Service, and scale operator for 

auditing purposes 

 US Forest Service inspectors on the ground may 

randomly inspect trucks at any time 

 Each month, all scale tickets are collected and 

processed by the US Forest Service and 

documented for auditing and invoicing purposes 

 Ticket Listing – this document provides a summary 

of all tickets collected during the previous month 

for all truckloads 

 Q-Calc – this document calculates the invoice by 

which the US Forest Service invoices Company for 

stumpage fees of product removed, and includes a 

summary of all sawlogs removed 

This process gives then a record of all sawlogs generated by 

the Company through Company Restoration acres.  

All gate wood purchased by the Company from non-

Company Restoration acres must be similarly weighed with 

weigh tickets generated the means by which the seller 

invoices the Company for payment of such gate wood logs.  

During the audit period, the verifier shall add the total 

sawlogs brought to the manufacturing facilities from 

Company Restoration acres to the total sawlogs invoiced by 

gate wood sellers to the Company to total the sawlogs 

volumed consumed by the manufacturing facilities in any 

year. The verifier shall then divide the total sawlogs from 

Company Restoration acres by the total of all sawlogs (both 

from Company Restoration acres as well as from gate wood 

purchased from 3rd parties) to calculate the % of logs 

processed by the Company from Company Restoration 

acres.  

The Company would ensure that any Restoration acres 

thinned by the Company which are not US Forest Service 

acres would undergo a similar process to that noted above, 

inspected by the issuing authority (whether State of Arizona, 

Camp Navajo, or others) 

The audit of % of logs processed from Restoration acres and 

total acres restored would be conducted annually by the 

Company auditor such as Moss Adams or KPMG. This will 

include a visual inspection of a random sampling of restored 

sites and calls with the USFS officials who signed off on 

restoration documents. 

External Review 

The Company seeks a Second Party Opinion to evaluate this 

framework and its alignment with the principles of 

sustainability-linked bonds and the Company mission. 

Within three months of the testing date, the Company will 

engage an external reviewer to provide one Post-Issuance 

Report on the continued alignment of the Company with the 

Sustainability-Linked Bond Principles and will post the 

report on EMMA. 

Pre-issuance template 

Prior to the issuance of any SLB the Company will provide 

information to investors in a format similar to the template 

in Appendix 1 attached hereto. 
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Date of Report: July 13, 2021 
 
 
Mr. Adam Cooley, Vice President, Corporate Development 
NEW LIFE FOREST PRODUCTS, LLC 
1839 S Alma School Rd #380 
Mesa, Arizona  85210 
 
 
RE: Appraisal of: NewLife Forest Products - Bellemont Manufacturing Facility 
 14005 East Old Route 66 
 Bellemont, Coconino, Arizona  86015 
 CBRE, Inc. File No. 21-251PS-1669-1 
   
 

Dear Mr. Cooley: 

At your request and authorization, CBRE, Inc. has prepared an appraisal of the market value of 
the referenced property.  Our analysis is presented in the following Appraisal Report. 

The subject is a 425,176-square foot industrial (manufacturing) facility located at 14005 East Old 
Route 66 in Bellemont, Arizona. The improvements were constructed in 1995 and are situated on 
a 25.00-acre site. The clear height of the improvements ranges from 25 to 30 feet and the office 
finish approximates 3.5%.  The property encompasses a 421,080 square foot main steel 
building, with the balance being several small utility buildings.  The subject has one additional 
parcel located to the west of the property that is considered excess land (10.0-acres).  A portion 
of this area is currently used for additional truck parking.   

The subject was purchased in October 2020 by a real estate investment firm and was 100% 
leased to FEC Logging USA Holdings, LLC (NewLife Forest Products) in November 2020.  The 
building will be utilized as a sawmill.    The lease term is 10 years for a rate of $6.00 per square 
foot, annually, on a triple-net basis.   

Based on the analysis contained in the following report, the market value of the subject is 
concluded as follows: 

MARKET VALUE CONCLUSION

Appraisal Premise Interest Appraised Date of Value Value Conclusion

As Is Leased Fee Interest March 11, 2021 $22,400,000

Compiled by CBRE  

The report, in its entirety, including all assumptions and limiting conditions, is an integral part of, 
and inseparable from, this letter. 
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Mr. Adam Cooley, Vice President, Corporate Development 
July 13, 2021 
Page 2 
 
 

 

 
 

As of the date of value and the date of this report, the nation, region, and market area are 
impacted by the COVID-19 pandemic. This could have a prolonged effect on macroeconomic 
conditions, though at this time the length of duration is unknown. The perceived impact on real 
estate varies on several factors including asset class, use, tenancy, and location.  Our analysis 
considers available information as of the effective date. 

The following appraisal sets forth the most pertinent data gathered, the techniques employed, 
and the reasoning leading to the opinion of value.  The analyses, opinions and conclusions were 
developed based on, and this report has been prepared in conformance with, the guidelines and 
recommendations set forth in the Uniform Standards of Professional Appraisal Practice (USPAP), 
and the requirements of the Code of Professional Ethics and Standards of Professional Appraisal 
Practice of the Appraisal Institute.   

The intended use and user of our report are specifically identified in our report as agreed upon in 
our contract for services and/or reliance language found in the report. As a condition to being 
granted the status of an intended user, any intended user who has not entered into a written 
agreement with CBRE in connection with its use of our report agrees to be bound by the terms 
and conditions of the agreement between CBRE and the client who ordered the report.  No other 
use or user of the report is permitted by any other party for any other purpose. Dissemination of 
this report by any party to any non-intended users does not extend reliance to any such party, 
and CBRE will not be responsible for any unauthorized use of or reliance upon the report, its 
conclusions or contents (or any portion thereof). 

It has been a pleasure to assist you in this assignment.  If you have any questions concerning the 
analysis, or if CBRE can be of further service, please contact us. 

 
Respectfully submitted, 
 
CBRE - VALUATION & ADVISORY SERVICES 

            
   
Byron Bridges, MAI, MRICS  Jo Dance, MAI, CCIM 
Director  Managing Director 
Arizona Certified General Real Estate Appraiser 
No. 31173 

 Arizona Certified General Real Estate Appraiser 
No. 30249 

Phone: 520.323.5163  Phone: 602.735.5686 
Fax: 520.323.5156  Fax: 602.735.5613 
Email: byron.bridges@cbre.com  Email: jo.dance@cbre.com 
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Certification 

We certify to the best of our knowledge and belief: 

1. The statements of fact contained in this report are true and correct. 
2. The reported analyses, opinions, and conclusions are limited only by the reported assumptions and 

limiting conditions and are our personal, impartial and unbiased professional analyses, opinions, and 
conclusions. 

3. We have no present or prospective interest in or bias with respect to the property that is the subject of 
this report and have no personal interest in or bias with respect to the parties involved with this 
assignment. 

4. Our engagement in this assignment was not contingent upon developing or reporting predetermined 
results. 

5. Our compensation for completing this assignment is not contingent upon the development or reporting 
of a predetermined value or direction in value that favors the cause of the client, the amount of the 
value opinion, the attainment of a stipulated result, or the occurrence of a subsequent event directly 
related to the intended use of this appraisal. 

6. This appraisal assignment was not based upon a requested minimum valuation, a specific valuation, or 
the approval of a loan. 

7. Our analyses, opinions, and conclusions were developed, and this report has been prepared, in 
conformity with the Uniform Standards of Professional Appraisal Practice, as well as the requirements 
of the State of Arizona.  

8. The reported analyses, opinions, and conclusions were developed, and this report has been prepared, 
in conformity with the requirements of the Code of Professional Ethics and Standards of Professional 
Appraisal Practice of the Appraisal Institute. 

9. The use of this report is subject to the requirements of the Appraisal Institute relating to review by its 
duly authorized representatives. 

10. As of the date of this report, Byron Bridges, MAI, MRICS and Jo Dance, MAI, CCIM have completed the 
continuing education program for Designated Members of the Appraisal Institute. 

11. Byron Bridges, MAI, MRICS has and Jo Dance, MAI, CCIM has not made a personal inspection of the 
property that is the subject of this report. 

12. No one provided significant real property appraisal assistance to the persons signing this report.  
13. Valuation & Advisory Services operates as an independent economic entity within CBRE, Inc.  Although 

employees of other CBRE, Inc. divisions may be contacted as a part of our routine market research 
investigations, absolute client confidentiality and privacy were maintained at all times with regard to 
this assignment without conflict of interest. 

14. Byron Bridges, MAI, MRICS and Jo Dance, MAI, CCIM have provided one service, as an appraiser, 
regarding the property that is the subject of this report within the three-year period immediately 
preceding acceptance of this assignment. 

       
   
Byron Bridges, MAI, MRICS  Jo Dance, MAI, CCIM 
Director  Managing Director 
Arizona Certified General Real Estate Appraiser 
No. 31173 

 Arizona Certified General Real Estate Appraiser 
No. 30249 

© 2021 CBRE, Inc. 
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Subject Photographs 

 
 
 

Aerial View (Source Google) 
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Executive Summary 

Property Name

Location

Parcel Numbers

Client

Highest and Best Use

As If Vacant

As Improved

Property Rights Appraised

Date of Inspection

Estimated Exposure Time

Estimated Marketing Time

Land Area (Improved) 25.00 AC 1,089,000 SF

Excess Land Area 10.00 AC 435,600 SF

Zoning

Improvements

Property Type Industrial

Number of Buildings

Number of Stories

Gross Building Area

Clear Height

Percent Office

Year Built 1995 Renovated: 0

Effective Age 20 Years

Remaining Economic Life 25 Years

Condition

Buyer Profile

Financial Indicators

Current Occupancy 100.0%

Stabilized Occupancy & Credit Loss 95.0%

Overall Capitalization Rate 8.50%

Pro Forma Operating Data Total Per SF

Effective Gross Income $1,615,669 $3.80 

Operating Expenses $117,349 $0.28 

Expense Ratio 7.26%

Net Operating Income $1,498,320 $3.52 

9 Months

9 Months

IL-10,000 - Light Industrial (Coconino County)

4

425,176 SF

NewLife Forest Products - Bellemont 
Manufacturing Facility

March 11, 2021

Leased Fee Interest

Industrial, existing use

Industrial, time and circumstances warranting

14005 East Old Route 66
Bellemont, Coconino County, AZ 86015

New Life Forest Products, LLC

203-40-002T, - 002V

(Manufacturing)

25' - 30'

3.5%

Investor-Regional

Average

1
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VALUATION Total Per SF

Sales Comparison Approach $21,200,000 $49.86 

Income Capitalization Approach $22,400,000 $52.68 

CONCLUDED MARKET VALUE

Appraisal Premise Interest Appraised Value

As Is Leased Fee Interest $22,400,000 

Compiled by CBRE

Date of Value

March 11, 2021

 

 

COVID-19 WARNING STATEMENT- MARKET UNCERTAINTY CLAUSE 

The outbreak of the Novel Coronavirus (COVID-19), declared by the World Health Organization 

as a “Global Pandemic” on the 11th March 2020, has impacted global financial markets. Travel 

restrictions have been implemented by many countries. Market activity is being impacted in many 

sectors.  

As at the valuation date, we consider that we can attach less weight to previous market evidence 

for comparison purposes, to inform opinions of value. Indeed, the current response to COVID-19 

means that we are faced with an unprecedented set of circumstances on which to base a 
judgement. Consequently, less certainty – and a higher degree of caution – should be attached to 

our valuation than would normally be the case. Given the unknown future impact that COVID-19 

might have on the real estate market, we recommend that you keep the valuation of this property 

under frequent review.  

For the avoidance of doubt, the inclusion of the ‘material valuation uncertainty’ declaration 

above does not mean that the valuation cannot be relied upon. Rather, the declaration has been 

included to ensure transparency of the fact that – in the current extraordinary circumstances – less 
certainty can be attached to the valuation than would otherwise be the case. The material 

uncertainty clause is to serve as a precaution and does not invalidate the valuation.    

EXTRAORDINARY ASSUMPTIONS 

An extraordinary assumption is defined as “an assignment-specific assumption as of the effective 
date regarding uncertain information used in an analysis which, if found to be false, could alter 

the appraiser’s opinions or conclusions.”  1 

• A Phase 1 Environmental Site Assessment was not provided. Based upon our physical 
inspection as well as discussions with the ownership representative, Ms. Lily Chamberlin, there 
did not appear to be any environmental issues associated with the site. We assume no 
recognized environmental conditions exist that would preclude a sale of the subject at market 
value.  

 
1 The Appraisal Foundation, USPAP, 2020-2021 
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• A Property Condition Report was not provided.  We assume that the subject buildings are 
functional and operable in sufficient capacity for the current use.  We assume this to be 
correct and reliable. 

• The use of these extraordinary assumptions may have affected the assignment results. 

HYPOTHETICAL CONDITIONS 

A hypothetical condition is defined as “a condition, directly related to a specific assignment, 

which is contrary to what is known by the appraiser to exist on the effective date of the 

assignment results, but is used for the purposes of analysis.”  2 

• None noted 

OWNERSHIP AND PROPERTY HISTORY 

Title to the property is currently vested in the name of Windfall Asset Company, LLC, (real estate 

investment firm) who acquired title to the property on October 1, 2020, as improved for 
$9,000,000 or $21.17 per square foot, as recorded in 3893761 of the Coconino County 

Recorders records.  The seller was SCA Tissue North America, LLC.  According to an interview 

with the on-site representative, the building was a former manufacturer of paper products, 
primarily toilet paper and closed down to consolidate operations in August 2019.  The current 

ownership is a forest products company and will utilize the property, with some modifications, 

into a sawmill.  No conditions of sale were noted by the buyer.   

Per the client, Windfall Asset Company, LLC, is owned by Lateral Investment Management, LLC, 
who has a controlling interest in the tenant’s (NewLife Forest Products, LLC) company.  However, 

per and Lateral Investment Management, LLC, the two entities operate separately and are 

independent and separate entities. We assume this to be correct and reliable.   

To the best of our knowledge, there has been no ownership transfer of the property during the 

previous three years.  The subject was reportedly formerly listed with Cushman & Wakefield and 

on CoStar for $11,000,000.   The property was marketed since it closed operations.  Our 

estimated market value conclusion (combined improvements and excess land) is above the recent 
purchase price, but below the asking price.  Overall, our value conclusion is well supported.  

EXPOSURE/MARKETING TIME 

Current appraisal guidelines require an estimate of a reasonable time period in which the subject 
could be brought to market and sold.  This reasonable time frame can either be examined 

historically or prospectively.  In a historical analysis, this is referred to as exposure time.  Exposure 

time always precedes the date of value, with the underlying premise being the time a property 

would have been on the market prior to the date of value, such that it would sell at its appraised 
value as of the date of value.  On a prospective basis, the term marketing time is most often 

 
2 The Appraisal Foundation, USPAP, 2020-2021 
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used.  The exposure/marketing time is a function of price, time, and use.  It is not an isolated 

estimate of time alone.  In consideration of these factors, we have analyzed the following: 

• exposure periods for comparable sales used in this appraisal; 
• exposure/marketing time information from the PwC Real Estate Investor Survey; and 
• the opinions of market participants. 
 

In light of the COVID-19 pandemic, we do not anticipate a longer marketing period relative to 

the exposure period as specialized industrial properties are much less influenced by economic 
conditions than most property types.  Further, the industrial market has benefited from the impact 

of the pandemic.  The following table presents information derived from various sources and our 

conclusion.   

 The following table presents information derived from various sources and our conclusion. 

EXPOSURE/MARKETING TIME DATA

Exposure/Mktg. (Months)
Investment Type Range Average

PwC Warehouse

National Data 1.0 - 9.0  3.9

Local Market Professionals 6.0 - 12.0 9.0

CBRE Exposure Time Estimate
CBRE Marketing Period Estimate

Source: CBRE National Investor Survey, RealtyRates.com Survey & PwC Real Estate Survey

9 Months

9 Months
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Scope of Work 

This Appraisal Report is intended to comply with the reporting requirements set forth under 
Standards Rule 2 of USPAP.  The scope of the assignment relates to the extent and manner in 

which research is conducted, data is gathered and analysis is applied.  

INTENDED USE OF REPORT 

This appraisal is to be used for financing and no other use is permitted. 

CLIENT 

The client is New Life Forest Products, LLC.  

INTENDED USER OF REPORT 

This appraisal is to be used by New Life Forest Products, LLC and Lateral Investment 
Management, LLC. No other user(s) may rely on our report unless as specifically indicated in this 

report. 

Intended Users - the intended user is the person (or entity) who the appraiser intends 
will use the results of the appraisal.  The client may provide the appraiser with 
information about other potential users of the appraisal, but the appraiser ultimately 
determines who the appropriate users are given the appraisal problem to be solved.  
Identifying the intended users is necessary so that the appraiser can report the 
opinions and conclusions developed in the appraisal in a manner that is clear and 
understandable to the intended users.  Parties who receive or might receive a copy of 
the appraisal are not necessarily intended users.  The appraiser’s responsibility is to 
the intended users identified in the report, not to all readers of the appraisal report. 3 

PURPOSE OF THE APPRAISAL 

The purpose of this appraisal is to estimate the market value of the subject property.   

DEFINITION OF VALUE 

The current economic definition of market value agreed upon by agencies that regulate federal 

financial institutions in the U.S. (and used herein) is as follows: 

The most probable price which a property should bring in a competitive and open market under 

all conditions requisite to a fair sale, the buyer and seller each acting prudently and 

knowledgeably, and assuming the price is not affected by undue stimulus.  Implicit in this 
definition is the consummation of a sale as of a specified date and the passing of title from seller 

to buyer under conditions whereby: 

1. buyer and seller are typically motivated; 

 
3 Appraisal Institute, The Appraisal of Real Estate, 14th ed. (Chicago: Appraisal Institute, 2013), 50. 
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2. both parties are well informed or well advised, and acting in what they consider their own 
best interests; 

3. a reasonable time is allowed for exposure in the open market; 
4. payment is made in terms of cash in U.S. dollars or in terms of financial arrangements 

comparable thereto; and 
5. the price represents the normal consideration for the property sold unaffected by special 

or creative financing or sales concessions granted by anyone associated with the sale. 4 

INTEREST APPRAISED 

The value estimated represents the Leased Fee Interest for the as defined below: 

Leased Fee Interest - The ownership interest held by the lessor, which includes the right 
to receive the contract rent specified in the lease plus the reversionary right when the 
lease expires. 5 

Extent to Which the Property is Identified 

The property is identified through the following sources: 

• postal address 
• assessor’s records 

Extent to Which the Property is Inspected 

CBRE, Inc. inspected both the interior and exterior of the subject, as well as its surrounding 
environs on the effective date of appraisal.  We did not inspect the subject roof or mechanical 

systems.  This inspection sample was considered an adequate representation of the subject 

property, and is the basis for our findings. 

Type and Extent of the Data Researched 

CBRE reviewed the following: 

• applicable tax data 
• zoning requirements 
• flood zone status 
• demographics 
• income and expense data 
• comparable data 

Type and Extent of Analysis Applied 

CBRE, Inc. analyzed the data gathered through the use of appropriate and accepted appraisal 

methodology to arrive at a probable value indication via each applicable approach to value.  The 
steps required to complete each approach are discussed in the methodology section. 

 

 
4 Interagency Appraisal and Evaluation Guidelines; December 10, 2010, Federal Register, Volume 75 Number 237, 
Page 77472. 

5 Dictionary of Real Estate Appraisal, 128. 
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Data Resources Utilized in the Analysis 

DATA SOURCES

Item: Source(s):

Site Data
Size Coconino County Assessor

Improved Data
Building Area Coconino County Assessor and on-site representative
No. Bldgs. Observation during physical inspection
Parking Spaces Observation during physical inspection
Year Built/Developed Coconino County Assessor

Economic Data
Deferred Maintenance: Observation during physical inspection
Income Data: Market data
Expense Data: Market data

Data Not Provided
Environmental Report Not provided
Soils Report Not provided
Property Condition Report Not provided

Compiled by CBRE  

APPRAISAL METHODOLOGY 

In appraisal practice, an approach to value is included or omitted based on its applicability to the 
property type being valued and the quality and quantity of information available. 

Cost Approach 

The cost approach is based on the proposition that the informed purchaser would pay no more 

for the subject than the cost to produce a substitute property with equivalent utility.  This approach 
is particularly applicable when the property being appraised involves relatively new improvements 

that represent the highest and best use of the land, or when it is improved with relatively unique 

or specialized improvements for which there exist few sales or leases of comparable properties. 

Sales Comparison Approach 

The sales comparison approach utilizes sales of comparable properties, adjusted for differences, 

to indicate a value for the subject. Valuation is typically accomplished using physical units of 

comparison such as price per square foot, price per unit, price per floor, etc., or economic units 
of comparison such as gross rent multiplier.  Adjustments are applied to the physical units of 

comparison derived from the comparable sale.  The unit of comparison chosen for the subject is 

then used to yield a total value.  Economic units of comparison are not adjusted, but rather 
analyzed as to relevant differences, with the final estimate derived based on the general 

comparisons. 

Income Capitalization Approach 

The income capitalization approach reflects the subject’s income-producing capabilities.  This 
approach is based on the assumption that value is created by the expectation of benefits to be 

© 2021 CBRE, Inc. 
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derived in the future.  Specifically estimated is the amount an investor would be willing to pay to 

receive an income stream plus reversion value from a property over a period of time.  The two 
common valuation techniques associated with the income capitalization approach are direct 

capitalization and the discounted cash flow (DCF) analysis.  

Methodology Applicable to the Subject 

In valuing the subject, only the Sales Comparison and Income Capitalization Approaches are 
applicable and have been used for the valuation of the improvements.  The Sales Comparison 

Approach was used for the valuation of the excess land.  The Cost Approach is not applicable in 

the estimation of market value due to lack of use by market participants and the amount of 
depreciation impacting the subject, even in consideration of the planned renovation.  The 

exclusion of said approach is not considered to compromise the credibility of the results rendered 

herein. 
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Area Analysis 

 

The subject is located within an unincorporated area of Coconino County, about 10 miles west of 

downtown Flagstaff, and is heavily influenced by Flagstaff.  Pertinent information about the area 
is provided in the following tables.  

POPULATION

The subject is located in the Flagstaff, AZ Metropolitan Statistical Area. Key information about
the area is provided in the following tables.

The area has a population of 152,461 and a
median age of 33, with the largest population
group in the 20-29 age range and the smallest
population in 80+ age range.

Population has increased by 18,040 since
2010, reflecting an annual increase of 1.3%.
Population is projected to increase by an
additional 7,993 by 2025, reflecting 1.0%
annual population growth. 134,421

152,461

160,454

120,000

130,000

140,000

150,000

160,000

170,000

2010 2020 2025

POPULATION BY YEAR

0

10,000

20,000

30,000

40,000

0-9 10-19 20-29 30-39 40-49 50-59 60-69 70-79 80+

AREA POPULATION BY AGE

Source: Esri

Source: Esri
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INCOME

EDUCATION

EMPLOYMENT

The area includes a total of 65,823 employees and has a 14.8% unemployment rate. The top
three industries within the area are Educational Services, Health Care/Social Assistance and
Accommodation/Food Services, which represent a combined total of 43% of the population.

The area features an average household
income of $83,936 and a median household
income of $61,158. Over the next five years,
median household income is expected to
increase by 7.4%, or $911 per annum.

A total of 37.0% of individuals over the age of
24 have a college degree, with 21.9% holding
a bachelor's degree and 15.1% holding a
graduate degree.

$61,158

$65,714

$58,000

$60,000

$62,000

$64,000

$66,000

$68,000

2020 2025

MEDIAN INCOME BY YEAR

21.9%

15.1%
63.0%

POPULATION BY DEGREE

Bachelor's Degree

Graduate Degree

Other

0% 2% 4% 6% 8% 10% 12% 14% 16% 18%

Other Services (excl Publ Adm)

Transportation/Warehousing

Prof/Scientific/Tech Services

Construction

Public Administration

Manufacturing

Retail Trade

Accommodation/Food Services

Health Care/Social Assistance

Educational Services

Source: Esri

Source: Esri

Source: Esri

 

COCONINO COUNTY POPULATION 

The following chart and table show the estimated population of Coconino County (Flagstaff MSA) 
and its principal cities/communities through mid-2019. 
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As indicated, the population of the Flagstaff MSA increased steadily between the 1980s and mid-

2000s (it should be noted that the 2000 data most likely reflects a correction with the 2000 

Census from previous popluation estimates, rather than an indication of significant population 
loss).  However, the rate of population growth slowed following the economic downturn caused 

by the 2008 financial crisis, and even turned negative during 2011.  As indicated in the table on 

the following page, Flagstaff’s population growth has returned to a more moderate positive rate, 

of generally between 1.4% and 2.4% annually over the past five years. 
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EMPLOYMENT 

The following table summarizes the employment picture within the Flagstaff MSA over the past 

five months.   

© 2021 CBRE, Inc. 
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As indicated above, the unemployment rate appears to have peaked in April 2020 at 17.4% 
during the height of the COVID-19 pandemic.  Over the four following months, the 

unemployment rate dropped to 7.9%.  By comparison, the unemployment rate was near 4.8% in 

November 2019.  Hourly wages have continued to trend higher.  

The sectors with the largest number of employees are accommodation/food services, educational 

services, and health care/social assistance.  Tourism continues to be an important economic 

driver within the region, thanks in large part to Flagstaff’s proximity to Grand Canyon National 

Park and the Arizona Snow Bowl.  Education employment is largely buoyed by the presence of 
Northern Arizona University, a public institution.   

The major public employers in within the city of Flagstaff include Northern Arizona University, city 

of Flagstaff, Coconino County, Flagstaff Medical Center, Flagstaff Unified School District, U.S. 
Forest Service, and U.S.G.S.  The major private employers within the city of Flagstaff include Joy 

Cone, Nestle Purina, SCA Tissue, W.L. Gore & Associates, and Walgreens. 

HOUSING 

Currently, Flagstaff is exhibiting a tight housing market, with the area being a popular destination 
for second-home owners.  While the metro area benefits from robust demand from nonresidents, 
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land constraints limit the housing supply given that the largest communities are surrounded by 

national forests and other publicly owned land.  As a result, home prices are high and housing 
affordability is one of the lowest in Arizona.  The scarcity of housing could make it challenging for 

employers to attract and retain talent and, along with Flagstaff 's remote location, make it difficult 

to diversify the economy away from low-paying tourism and government related jobs. 

NORTHERN ARIZONA UNIVERSITY 

Fall Semester Enrollment Trend - General 

Founded in 1899, Northern Arizona University (NAU), is a four-year, public university that ranks 

as the third largest in the state.  While its main campus is located in Flagstaff, the university has 

satellite locations throughout Arizona, and offers more than 80 degrees via online education. 
According to its website, NAU offers 93 undergraduate degree programs and 114 graduate 

degree and certificate programs.  The following graph shows the 20-year trend for student 

enrollment (2018 Fall Semester Headcount – latest available); student enrollment for Fall 
Semester 2020 reportedly leveled off at 30,736.  

 

          Source: NAU Office of Planning and Institutional Research/NAU Fact Book 2018-2019 

CONCLUSION 

Overall, Coconino County’s economy is expected to continue to improve, with the tourism/ 
hospitality industry continuing to represent an important economic driver for the area.  Over the 

long-run, government employment and Northern Arizona University are anticipated to fuel the 

regional economy, although sustained limitations on public sector funding could hinder long-
term growth.  Additionally, constraints on residential construction could further deepen Flagstaff’s 

housing affordability issue, weakening the MSA’s ability to retain many of its NAU graduates and 

to attract new businesses to the area.  Nevertheless, the Flagstaff MSA is continuing to experience 

population increases and NAU enrollment is continuing to climb, indicating that the economy 
should experience near-term growth, albeit somewhat more modest than much of the rest of the 

state.  
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Neighborhood Analysis 

 

LOCATION 

The subject is located in Bellemont.  Bellemont is an unincorporated community in Coconino 

County, approximately 10 miles west of Flagstaff, and approximately 20 miles east of Williams. It 

is located just off the I-40 Freeway.  Bellemont has an estimated population of approximately 

900. 

BOUNDARIES 

For this analysis neighborhood boundaries are considered to be all of Bellemont, Arizona.  

Residential Uses 

There are not any known active residential communities within Bellemont.  The local area is made 
up primarily of low density residential development dominated by single-family homes.  

Commercial Uses 

Bellemont commercial development primarily consists of limited accommodation facilities.  
Additionally, there is a Pilot Travel Center.   
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Pilot Travel Center 

The Pilot Travel Center is located at I-40 Exit 185, 12500 West I-40, Bellemont.  This facility has 
50 truck parking spaces, 7 diesel lanes, 7 showers, a McDonalds, Subway and regular unleaded 

fueling stations. 

Hotels 

A Days Inn Bellemont is located at 12380 West Interstate 40 and is rated as a 2-star hotel. 

Bearizona Wildlife Park 

Bearizona Wildlife Park is a private wildlife park enterprise located at 1500 East Route 66 in 

Williams.  Development was completed in 2010 and the wildlife park opened for business in May 

2010.  The property contains 155.67 contiguous acres with both a walk-thru and a drive-thru 
attraction. The smaller animals such as otters, foxes, and bear cubs among others are displayed 

in the walk-thru area, while the larger animal attractions such as Black Bear, Rocky Mountain 

Goats, Rocky Mountain Big Horn Sheep, Dall Sheep, Bull Elk, American Bison, White Bison, and 
Artic Wolfs can be viewed in the drive-thru portion.  Finally, the property is visible from historic 

Route 66 and Bearizona Boulevard and abuts the National Forest to the north, east, and south. 

The site improvements most notably includes an entrance ticket booth also utilized as 

administrative offices, snack bar, gift shop, vendor building, larger restroom facility, vet clinic, 
maintenance building, game fencing, large man-made rock features, primary power, raw water, 

fiber optic, and video surveillance. Stemming from a lack of water supply and in place 

infrastructure, potable water is trucked-in.  

In addition to that above, ownership recently completed a new multi-purpose 21,236-square foot 

building featuring an 8,000 square foot retail gift shop, 6,696 square foot space doubling as 

administrative offices and inventory storage, 4,800 square foot restaurant, and two, 870 square 

foot vestibules for miscellaneous retail-related uses. 

DEMAND DRIVERS 

Grand Canyon 

From William, the South Rim of the Grand Canyon is located 59 miles north. The Grand Canyon 
Railway hotel in Williams offers daily trips to the South Rim of the Grand Canyon aboard vintage 

diesel powered trains. Passengers have a choice of five classes of service ranging from coach 

class on the 1923 Harriman cars to the popular deluxe observation class. According to the 

National Park Service visitation in 2012 was reported at 4.4 million tourists for both the North 
and South Rims. 

ACCESS 

The subject property is located along Old Route 66, within Bellemont, just south of the I-40.    
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DEMOGRAPHICS 

Selected neighborhood demographics in 1-, 3- and 5-mile radius from the subject are shown in 
the following table: 

14005 East Old Route 66
Bellemont, AZ 86015
Population

2025 Total Population 91 682 1,039 160,454

2020 Total Population 87 650 989 152,461

2010 Total Population 79 592 901 134,421

2000 Total Population 77 567 864 116,320

Annual Growth 2020 - 2025 0.90% 0.97% 0.99% 1.03%

Annual Growth 2010 - 2020 0.97% 0.94% 0.94% 1.27%

Annual Growth 2000 - 2010 0.26% 0.43% 0.42% 1.46%

Households

2025 Total Households 44                  298                472                56,495            

2020 Total Households 42                  281                445                53,211            

2010 Total Households 37                  250                396                46,711            

2000 Total Households 32                  215                340                40,448            

Annual Growth 2020 - 2025 0.93% 1.18% 1.19% 1.20%

Annual Growth 2010 - 2020 1.28% 1.18% 1.17% 1.31%

Annual Growth 2000 - 2010 1.46% 1.52% 1.54% 1.45%

Income

2020 Median Household Income $66,362 $66,282 $66,500 $61,158

2020 Average Household Income $80,641 $80,732 $80,756 $83,936

2020 Per Capita Income $37,480 $37,207 $37,270 $29,588

2020 Pop 25+ College Graduates 25                  183                278                34,697            

Age 25+ Percent College Graduates - 2020 35.2% 34.7% 34.7% 37.0%

Source:  ESRI

SELECTED NEIGHBORHOOD DEMOGRAPHICS
Flagstaff, AZ 
Metropolitan 

1 Mile Radius 3 Mile Radius 5 Mile Radius

 

CONCLUSION 

The subject property is located in a tertiary market which primarily depends on tourism including 

Flagstaff, Arizona the Grand Canyon, Historic Route 66, the Polar Express and the Grand 

Canyon Railway. Though population densities are low and both population and housing growth 
is projected to be negative over the next five years, this is not of concern because local residents 

are not the primary demand driver for the area. 
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PLAT MAP 

 

 

 

Main Site 

Main Site 

Excess Land Excess Land 
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Site Analysis 

The following chart summarizes the salient characteristics of the subject site. 

SITE SUMMARY AND ANALYSIS

Physical Description
35.00 Acres 1,524,600 Sq. Ft.

Net Site Area 25.00 Acres 1,089,000 Sq. Ft.

Primary Road Frontage Old Route 66 1,098 Feet

Average Depth 992 Feet

Excess Land Area 10.00 Acres 435,600 Sq. Ft.

Surplus Land Area None n/a

Shape

Topography
Parcel Numbers

Zoning District

Flood Map Panel No. & Date 04005C6400G n/a

Flood Zone Zone X (Unshaded)

Adjacent Land Uses

Comparative Analysis
Visibility

Functional Utility

Traffic Volume

Adequacy of Utilities

Landscaping

Drainage

Utilities Availability
Water Yes

Sewer Yes

Natural Gas Yes

Electricity Yes

Telephone Yes

Other Yes No Unknown
Detrimental Easements X

Encroachments X

Deed Restrictions X

Source:  Various sources compiled by CBRE

Appears adequate

On-site Spetic/Treatment Plant

Unisource

Arizona Public Service

CenturyLink

   Gross Site Area (includes excess land)

Appears adequate

Minimal

Provider
Bellemont Water Company and Private Well

Rating
Good

Average

Low

Rectangular

Generally Level

IL-10,000 - Light Industrial (Coconino County)

Industrial and vacant land uses

203-40-002T, - 002V

 

LAND SIZE 

The subject’s improvements sit on a 25.0-acre site (parcel 203-40-002T).  The adjacent site of 

10.0-acres is on its own parcel and only a small portion is being partially utilized as extra truck 
parking.  Therefore, parcel 203-40-002V is considered to be excess land.   
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INGRESS/EGRESS 

Ingress and egress is available to the site via two access driveways along Old Route 66 
(Bellemont Camp Road).  

Old Route 66, at the subject is an east/west street that is improved with one lane of traffic in each 

direction.  This road provides access to the I-40 Freeway, via Transwestern Road one mile east of 

the subject.  There is a full diamond interchange at Transwestern Road. 

EASEMENTS AND ENCROACHMENTS 

There are no known easements or encroachments impacting the site that are considered to affect 

the marketability or highest and best use.  It is recommended that the client/reader obtain a 

current title policy outlining all easements and encroachments on the property, if any, prior to 
making a business decision. 

COVENANTS, CONDITIONS AND RESTRICTIONS 

There are no known covenants, conditions or restrictions impacting the site that are considered to 
affect the marketability or highest and best use.  It is recommended that the client/reader obtain 

a copy of the current covenants, conditions and restrictions, if any, prior to making a business 

decision. 

ENVIRONMENTAL ISSUES 

The appraisers did not observe, yet are not qualified to detect, the existence of potentially 

hazardous material or underground storage tanks which may be present on or near the site.  The 

existence of hazardous materials or underground storage tanks may affect the value of the 
property.  For this appraisal, CBRE, Inc. has specifically assumed that the property is not affected 

by any hazardous materials that may be present on or near the property.  

Of note, a Phase I survey was not provided for this assignment. 

SOILS 

A soils analysis for the site has not been provided for the preparation of this appraisal.  In the 

absence of a soils report, it is a specific assumption that the site has adequate soils to support the 

highest and best use.   

FLOOD STATUS 

The subject site is generally level and at grade with adjacent properties and roadways; no 

drainage problems were noted during inspection.  The Flood Insurance Rate Map Number 

04005C6400G (effective date September 30, 2010), prepared by the Federal Emergency 
Management Agency, indicates the site is located in Zone X (unshaded and shaded), which is 

defined as:   
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Zones C and X (unshaded) are flood insurance rate zones used for areas outside 

the 0.2-percent-annual-chance floodplain. No Base Flood Elevations (BFEs) or 
depths are shown in this zone, and insurance purchase is not required. 

 

 

ADJACENT PROPERTIES 

The adjacent land uses are as follows: 

North: Vacant land then Interstate 40 
South: Railroad tracks then industrial use  
East: Industrial use 
West: Vacant land (industrial zone) 

CONCLUSION 

The subject is located within an established industrial area near a major freeway. The adjacent 
industrial uses are commensurate with the subject property. Access and visibility are good, and 

the size, topography, and level of off-site improvements will support a variety of development 

SUBJECT 
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options. Overall, there are no known factors that are considered to prevent the site from 

development to its highest and best use, as if vacant, or adverse to the existing use of the site. 
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IMPROVEMENTS LAYOUT 

 

Main Site 

Excess Land 
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Improvements Analysis 

The following chart shows a summary of the improvements. 

IMPROVEMENTS SUMMARY AND ANALYSIS

Industrial

Loading Area

1995 Renovated: 0

Building Number Improvement Type % A/C Size (SF) % Office Clear Height
Year Built/ 
Renovated

Building 1 Main / Manufacturing Building 0% 421,080   3.5% 25 - 30 Ft. 1995

Building 2 Utility Building 0% 1,460   0.0% 15 Ft. 1995

Building 3 Utility Building 0% 836   0.0% 10 Ft. 1997

Building 4 Utility Building 0% 1,800   0.0% 20 Ft. 2008

Total/Average: 0% 425,176   3.5%

Source:  Various sources compiled by CBRE

2,000 SF

15,000 SF

Unfinished Mezzanine (not included with GBA)

410,176 SF

(Manufacturing)

(3.5% of Total)

Property Type

4

425,176 SF

1

Office Area

Warehouse Area

Number of Buildings

Number of Stories

Gross Building Area

(96.5% of Total)

44.4%

20 Years

Parking Improvements

45 Years

Year Built

26 Years

Typical

N/A

Total Economic Life

Parking Spaces:

Functional Utility

Remaining Economic Life

Actual Age

Age/Life Depreciation

Effective Age

120

25 Years

2.56 : 1Land-to-Building Ratio

39.0%Site Coverage

Dock High Overhead Doors

Grade Level Overhead Doors 3 

34 

 

The following is a description of the subject improvements and basic construction features derived 
from CBRE’s inspection and/or property representatives. 

CONSTRUCTION COMPONENTS 

OFFICE AREA 

The construction components and interior finish of the office space is summarized as follows: 

Foundation:   The foundation consists of reinforced concrete slab. 

Exterior Walls:  The exterior wall structure is metal with masonry (front) 

construction.  Office entrances and windows are plate glass set in 

black anodized aluminum frames. 

Roof Cover:  The building has a slightly pitched metal roof. 
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Floor Coverings:  Office and common area floor coverings consist of commercial 

grade short loop carpeting and ceramic tile. 

Interior Walls:  The interior walls consist of textured and painted sheetrock wall 

coverings. 

Ceilings:  The ceiling is comprised of a suspended grid of acoustical tile. 

Lighting:  Office area lighting is provided by standard suspended  
fluorescent fixtures. 

Space:  The building includes two floors of office space. 

Elevator/Stairs There is no elevator.  There are two sets of stairwells. 

HVAC:  The HVAC system is assumed to be in good working order and 

adequate for the building. 

Electrical:  The electrical system is assumed to be in good working order and 

adequate for the building. 

Plumbing:  The plumbing system is assumed to be in good working order and 

adequate for the building. 

Restrooms:  The restrooms are adequate and are assumed built to local code. 

Fire Protection:  The improvements are fire sprinklered. It is assumed the 

improvements have adequate fire alarm systems, fire exits, fire 

extinguishers, fire escapes and/or other fire protection measures to 

meet local fire marshal requirements. 

Security: The building has a central alarm and camera system.   

Condition Summary:  The interior areas are typical building standard office finish, and 

are commensurate with competitors in the area.       

WAREHOUSE AREA 

The construction components and interior finish of the warehouse space is as follows: 

Foundation:  The foundation consists of reinforced concrete slab. 

Exterior Walls:  The exterior wall structure is metal butler style. Warehouse 
entrances are steel doors set in steel frames. 

Roof Cover:  The building has a slightly pitched metal roof. 

Floor Coverings:  Warehouse floor areas exhibit an unpainted smooth concrete 
finish.  Bathrooms and break areas exhibit ceramic tile.   
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Insulation:  We assume that the exterior walls and roof include adequate 

insulation.  The ceiling is insulated.   

Lighting:  Lighting within the warehouse area is supplied by suspended 

florescent light fixtures. 

Heating/Cooling:  The warehouse has no cooling but has suspended heaters and is 

assumed to be in good working order and adequate for the 
building.     

Electrical:  The electrical system is assumed to be in good working order and 

adequate for the building.  The building has Phase 3 switches, with 
13,000 amps (expandable to 26,000 amps) and 480k voltage. 

Plumbing:  The plumbing system is assumed to be in good working order and 

adequate for the building. 

Restrooms:  The restrooms are adequate and are assumed built to local code. 

Clear Height:  The clear height throughout the warehouse facility is 25 to 30 feet, 

due to the roof pitch.  The out buildings have clear height ranging 

from 10 to 20 feet (see table). 

Loading/Overhead 

Doors: The warehouse has 34 dock-high loading entrances located along 

the west and east sides of the facility. The warehouse has 3 grade 

level loading entrances.  Each is served by its own overhead door.  

Rail Service:  The warehouse is not located on a rail spur, however, per the on-

site representative, it is possible to build a rail spur, with costs 

ranging from $1.5 to $3 million depending on the length.   

Fire Protection:  The improvements are fire (wet) sprinklered. It is assumed the 

improvements have adequate fire alarm systems, fire exits, fire 

extinguishers, fire escapes and/or other fire protection measures to 
meet local fire marshal requirements. 

Security: The building has a central alarm and camera system.   

Mezzanine Space: The subject warehouse includes about 2,000 square feet of 

unfinished mezzanine space, which is not considered to be 
marketable and not included with the Gross Building Area.   

Out Buildings: There are three out buildings which contain some of the building 

amenities described below.  

Building Amenities: The subject includes a sterilizer for potable water.  The subject uses 

private well water, as well as has access to municipal water.   
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 The subject has a compressed air system throughout, capable of 

maintaining 100 psi in a 1.5 inch line.  The compressor is located 
in an out building. 

 The building has a 300 horsepower trash compactor located in an 

out building. 

 The building has a vacuum system located in an out building 
formerly used for moving bulk product to and from the main 

building.  

 The building has 6 ton overhead crane. 

 The subject has an above ground wastewater treatment plant. 

 The subject has two 400,000 gallon water storage tanks for fire 

suppression.  There are 400 horsepower pumps and a 500 

horsepower electric pump for back up located in an out building. 

 There is a 5,000 gallon septic processor in an outbuilding.  In 

addition, there is a 10,000 gallon black water in ground tank, a 

10,000 gallon gray water in ground tank, and a leach field.    

Condition Summary:  The interior areas are typical building-standard warehouse finish 

and are commensurate with competitors in the area. 

SECURITY 

The security system is assumed to be in good working order and adequate for the building. 

PARKING AND DRIVES 

The project features adequate surface parking including reserved handicap spaces. All parking 

spaces and vehicle drives are asphalt paved and considered to be in average condition. The 
number of parking spaces is legally conforming for the existing use, and appears commensurate 

with other facilities in the neighborhood. 

LANDSCAPING 

Landscaping consists of minimal native landscaping and is considered to be in average condition 

and adequately maintained. 

QUALITY AND STRUCTURAL CONDITION 

The overall quality of the facility is considered average for the neighborhood and age. CBRE did 
not observe any evidence of structural fatigue and the improvements appear structurally sound 

for occupancy. However, CBRE is not qualified to determine structural integrity and it is 
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recommended that the client/reader retain the services of a qualified, independent engineer or 

contractor to determine the structural integrity of the improvements prior to making a business 
decision. 

FUNCTIONAL UTILITY 

The overall layout of the property is considered functional in utility and provides adequate 

accessibility for an industrial use. 

ADA COMPLIANCE 

The client/reader’s attention is directed to the specific limiting conditions regarding ADA 

compliance. 

ENVIRONMENTAL ISSUES 

CBRE has not observed and is not qualified to detect the existence of any potentially hazardous 

materials such as lead paint, asbestos, urea formaldehyde foam insulation, or other potentially 

hazardous construction materials on or in the improvements. The existence of such substances 
may affect the value of the property. For the purpose of this assignment, we have specifically 

assumed that any hazardous materials that would cause a loss in value do not affect the subject. 

DEFERRED MAINTENANCE 

Our inspection of the property and interviews with the property manager indicated no items of 
significant deferred maintenance. 

ECONOMIC AGE AND LIFE 

CBRE, Inc.’s estimate of the subject improvements effective age and remaining economic life is 
depicted in the following chart: 

ECONOMIC AGE AND LIFE
Actual Age 26 Years

Effective Age 20 Years

MVS Expected Life 45 Years

Remaining Economic Life 25 Years

Accrued Physical Incurable Depreciation 44.4%

Compiled by CBRE  

The remaining economic life is based upon our on-site observations and a comparative analysis 

of typical life expectancies as published by Marshall and Swift, LLC, in the Marshall Valuation 

Service cost guide.  While CBRE, Inc. did not observe anything to suggest a different economic 
life, a capital improvement program could extend the life expectancy. 
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CONCLUSION 

The improvements are in average overall condition. Overall, there are no known factors that 
adversely impact the marketability of the improvements. 
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Zoning 

The following chart summarizes the subject’s zoning requirements. 

ZONING SUMMARY
Current Zoning IL-10,000 - Light Industrial (Coconino 

County)
Legally Conforming Yes

Uses Permitted This zone is intended for light industrial, 
manufacturing, and limited service 
commercial Uses that can meet high 
performance standards but that frequently do 
not meet site development standards 
appropriate to the planned research and 
development focus of industrial parks. 
Because these uses generally occur inside 
buildings and create limited associated traffic, 
they are more compatible with other land 
uses than heavy industrial uses.

Zoning Change Not likely

Category Zoning Requirement

Minimum Lot Size 10,000 Sq. Ft.

Minimum Lot Width 100 Feet

Maximum Height 50 Feet

Minimum Setbacks

Front Yard 100 Feet

Street Side Yard 10 Feet

Interior Side Yard 0 Feet

Rear Yard 0 Feet

Maximum Bldg. Coverage 60%

Maximum FAR/Density 0.60 : 1

Subject's Actual FAR 0.39 : 1

Parking Requirements 2 spaces for every 3 employees

Subject's Actual Parking 120 spaces, assumed compliant

Source:  Planning & Zoning Dept.  
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ANALYSIS AND CONCLUSION 

The improvements appear to represent a legally-conforming use and, if damaged, may be 

restored without special permit application.  Additional information may be obtained from the 
appropriate governmental authority.  For purposes of this appraisal, CBRE has assumed the 

information obtained is correct. 

SUBJECT 
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Tax and Assessment Data 

Prior to the 2015 tax year, the State of Arizona employed a dual (Primary, Secondary) structure 
for real estate taxation. The assessed value derived from the “full cash value” (FCV) was the basis 

for computing taxes for budget overrides, bond and sanitary, fire and other special districts 

(Secondary taxes), while the assessed value derived from "limited property value" (LPV) was the 

basis for computing taxes for the maintenance and operation of school districts, community 
college districts, cities, county and the state (Primary taxes).  However, in 2012 the voters of 

Arizona passed Proposition 117, which amended Article IX of the Arizona Constitution relating to 

property taxes. The constitutional amendment established that beginning with the 2015 tax year, 
the limited property value was to be the only basis for determining all property taxes.  Thus, the 

full cash value would no longer be used for tax calculation purposes.   

Arizona courts have interpreted the term full cash value to mean the “cash equivalent value” of 
the property.  However, the value established by the assessor may be equal to, or less than, the 

actual market value.  These lower values are the result of adjusting all sale prices for mass 

appraisal error, creative financing, personal property, and time on the market. Full cash values 

are unlimited in the amount that they increase each year since they fluctuate with the market.  
Following the Proposition 117 amendment, the yearly increase in limited property value was 

further limited from 10% to 5% of the previous year’s value, with a few exceptions.  The 

exceptions include properties that have had changes in use, new construction, tenant 
improvements, demolition, parcel splits, parcel combinations, change in legal descriptions, or 

other changes from the previous year.  According to the new statute, if a property falls under one 

of these exceptions, the limited property value may be recalculated using what is known as the 

“Rule B” factor. For the 2015 tax year, the Rule B factor mandates that the limited property value 
equate to 93.5% of the full cash value for commercial property, 96.2% for primary residences, 

95.2% for rental residential property, and 95.3% for vacant land.  Whether an exception applies 

to a property or not, the limited property value cannot exceed the full cash value.   

Beginning in tax year 2015, the assessed value is derived by multiplying the limited property 

value by the assessment ratio.  In previous years, two assessed values (primary and secondary) 

were determined by applying assessment ratios to the full cash and limited values.  The 

assessment ratio of each property class is determined using percentages set by the State 
Legislature.  Effective January 1, 2006, the assessment ratio for commercial properties (type 1) 

changed from 25.0% to 24.5% due to a statute change.  Though the assessment change was to 

decrease by 50 basis points every twelve months until it reached 20% for 2015, the Arizona 
Legislature in mid-2007 enacted House Bill Number 2784, which, among other things, 

accelerated the reduction in the assessment ratio for Class 1 (commercial) and Class 6 (free 

enterprise zones) that was originally passed in 2006. In February 2011, the Arizona Legislature 

passed House Bill Number 2001, which further accelerated the reduction of the assessment ratio 
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for commercial and vacant land/agricultural properties.  The following assessment ratios apply to 

the three most used classifications.   

Tax Year Vacant Land Residential Commercial

2010 16.0% 10.0% 21.0%

2011 16.0% 10.0% 20.0%

2012 16.0% 10.0% 20.0%

2013 16.0% 10.0% 19.5%

2014 16.0% 10.0% 19.0%

2015 16.0% 10.0% 18.5%

2016 & Beyond 15.0% 10.0% 18.0%

Source:  AZ State Legislature, House Bill 2001

PROPERTY ASSESSMENT RATIO

 

In Arizona, a sale of a property does not initiate its reassessment.  Taxes are determined by 

applying the tax rates to the assessed value.  The following summarizes the subject’s assessed 
value and taxes, and does not include any furniture, fixtures and equipment (FF&E).   

AD VALOREM TAX INFORMATION

APN Number
Commercial Zoned Parcels
203-40-002T $14,213,723 $14,924,409 $15,670,629
203-40-002V $305,550 $305,550 $305,550
 Subtotal $14,519,273 $15,229,959 $15,976,179
Per SF $34.15 $35.82 $37.58
Assessment Rate 18.00% 18.00% 18.00%

Assessed Values $2,613,469 $2,741,393 $2,875,712
Taxation Type Combined Combined Combined
Rates per $100 3.0505 2.9910 N/A

Total Ad Valorem Tax $79,723 $81,994 N/A

Total Taxes $79,723 $81,994 N/A
Taxes per SF $0.19 $0.19 N/A
Sources: County Treasurer's Office; County Asssesor's Office

2019 Actual 2020 Actual 2021 Pro Forma
Limited Property Value Limited Property Value Limited Property Value

 

The subject’s 2020 taxes were $81,994, based upon the 2020 assessed value and the 2020 tax 

rates. The 2021 assessment is 5% higher than 2020.  Taxes are expected to rise near an 
inflationary level over the long-term; however, future tax rates and personal property values are 

difficult to predict. Therefore, our pro-forma tax estimate is based on the subject’s actual 2020 

taxes, which equated to $81,994, multiplied by an inflationary adjustment of 2.0%. Thus, our 
pro-forma tax estimate equates to $83,634.  

According to Coconino County Treasurer’s records, there are no delinquent property taxes 

encumbering the subject.  In the state of Arizona, a sale does not trigger a re-assessment. 
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TAX COMPARABLES 

As a crosscheck to the subject’s applicable real estate taxes, CBRE, Inc. has reviewed the real 
estate tax information according to Coconino for comparable properties in the market area.  The 

following table summarizes the comparables employed for this analysis: 

AD VALOREM TAX COMPARABLES

Comparable Rental
13700 

Volunteer Dr, 
Bellemont

4860 Ken 
Morey Drive, 

Bellemont

5051 Ken 
Morey Drive, 

Bellemont
Subject

Year Built 1995 1995 1994 1995
GBA (SF) 8,000 17,700 133,176 425,176
Tax Year 2021 2021 2021 2021

Assessor's Market Value $355,385 $758,211 $4,288,036 $15,229,959
AV Per SF (GBA) $44.42 $42.84 $32.20 $35.82

Source:  Assessor's Office  

CONCLUSION 

All of the tax comparables are within Bellemont and in close proximity to the subject.  These are 

considered to be most comparable to the subject due to location and quality.   Based on the 

foregoing information, the subject’s current assessment is supported by both its historical trend 

and by the comparable properties shown.  
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Market Analysis 

ECONOMIC IMPACT OF COVID-19 

As of the current date of value and the date of this report, the nation, region, and market area 

continue to be impacted by the COVID-19 pandemic. In this section we provide a brief overview 

of the observed and anticipated impacts of COVID-19 from a macroeconomic perspective based 

on various CBRE sources. 

In this section, we briefly present the “House View” developed by CBRE Econometric Advisors 

(CBRE-EA) including recent trends in the pandemic and its continued impact on the economy. The 

following chart illustrates GDP and acitivty: 

 

COVID-19 testing continued to increase in the US through January and there was a notable 

decline in the rate of positive cases. We are also seeing a decrease in hospitalization and deaths 

per day, following increased numbers over Q4 2020. While COVID-related metrics are trending 
in a positive direction more recently, the slower than anticipated roll-out of the COVID-19 

vaccine, along with the arrival of new virus variants, has the potential to dampen economic 

recovery 1H 2021.  Based upon the pace of vaccination, it is unlikely that the US will see a much 

anticipated “return to normalcy” until the second half of 2021.  

Despite the slowed recovery noted in late 2020, economic indicators into the first quarter of 2021 

point toward continued economic expansion.  CBRE anticipates strong recovery into the 3rd 

quarter of 2021, slowing to a more normal rate at the end of 2021 into 2022, as illustrated 
below. 
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A full recovery is dependent on when the US returns to a sense of normalcy.  While there has 

been a gradual easing of restrictions, many across the US continue under work-from-home 
conditions and many schools remain under remote learning.  In addition, social distancing and 

restrictions on large gatherings continue throughout the US.  While a surge in cases during the 

second half of 2020 delayed reopening progress, many states have been relaxing restrictions and 

are experiencing various levels of reopening of businesses, schools, offices, and restaurants. The 
pandemic has impacted the hospitality, travel, and retail industries most heavily since its outset in 

March 2020. The late 2020 resurgence of the virus coupled with more limited outdoor dining 

due to winter weather has further delayed recovery of jobs within these sectors.  

KEY TAKEAWAYS, OBSERVATIONS AND CONCLUSIONS  

The following points summarize key points from CBRE-EA and CBRE’s Americas Research: 

• The impact from COVID-19 has continued to persist. Initial macroeconomic projections 

for stabilization late 2020 have been prolonged due to the rise in cases following initial 

reopening efforts in Q2 2020 (paused growth and rise in cases late 2020) as well as the 

emergence of new variant strains of the virus and slow vaccination rollout.  

• Unemployment has continued to improve from its April 2020 highs, however, the gap 

between current and pre-pandemic levels remains. January 2021 unemployment figures 

marked a return to gains after a one-month lull in December that saw the first negative 
number since the recovery began in May. 

• Fiscal and monetary supply for the economy have been unprecedented and, together with 

pent-up demand, are expected to enable a relatively sustained return to normalcy once 
health-oriented concerns are alleviated. 
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• The Fed’s role in stabilizing the U.S. economy has been immense, including purchases of 

corporate debt at levels not seen in the Great Financial Crisis. The Fed’s balance sheet 
has jumped to over $7.4 trillion in early February 2021, up from just over $4 trillion at 

the beginning of 2020.  

• The Coronavirus Aid, Relief, and Economic Security (CARES) Act and the Coronavirus 

Response and Relief Supplemental Appropriations Act of 2021 have provided trillions in 

economic assistance to American workers, families, and businesses.  

• Consumer confidence metrics are strong in early 2021, particularly in manufacturing. 

• Mortgage rates continue to be at historic lows and house prices continue to surge in US 

despite the pandemic.  

• Values on commercial real estate are viewed to be broadly resilient over the coming year, 

but with significant variation based on sector, location and profile.   

• Leasing activity across most commercial real estate is anticipated to remain slowed in the 

first half of 2021 followed by an expectation for increased demand and activity in later 

2021 into 2022. 

• Commercial real estate debt markets have been evolving rapidly and dramatically since 

the COVID crisis. Loan spreads then narrowed significantly. Now, deal terms are sector 

and property-specific. Top end core properties can see historically low terms whereas 
value-add and riskier deals are seeing widened spreads and higher overall rates. 

Adequate capital still exists from banks, life companies and the GSEs, while the CMBS 

market remains in recovery mode and debt funds vary depending on their capital sources. 

• There will be short term disruptions, depending on sector and asset type that may include 

rent collections, abatement/relief negotiations, near-term vacancies, muted rent growth, 

and prolonged lease-up. 

• Most property types are impacted, though sectors faring better than others include single 

family housing, net leased investments, industrial (particularly warehouse/logistics and 

cold storage), multi-family, data centers, and life sciences. Other sectors continue to 
display various levels of caution in activity and underwriting.  

• Sale and lease transaction volume continue to be slow in early 2021as buyers and 

tenants continue to navigate this period of uncertainty.    

• The impact and recovery will vary by city and by property type. 
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INDUSTRIAL MARKET ANALYSIS – COVID-19 IMPACTS 

The industrial sector has been a bright spot among commercial real estate amid COVID-19 with 
robust demand broadly evident among occupiers, capital markets and lenders. Overall sentiment 

in this sector is largely positive or at least cautiously optimistic. Average lease rates have held 

steady or continued to rise in most markets, and national rental rates hit an all-time high in Q3 

2020 according to CBRE Research. The national development pipeline remains strong with solid 
pre-leasing. Some markets have seen a bifurcation of demand/activity among submarkets or 

deal profile with inferior product struggling in comparison to new construction or Class A 

product. Class B/C product may be more impacted given the typical tenant size, credit and 
overall profile, though this generally has not led to material increases in vacancy nor declining 

rental rates to date, and some markets are reporting a notable uptick in leasing activity for small 

bay product recently. 

Themes to watch are continued/accelerated growth of e-commerce, increased supply 
requirements and reactions to the supply chain impacts observed due to COVID-19. There has 

been strong demand evident from increased inventory requirements both for e-commerce and 

safety stock, and market participants expect these trends to continue into 2021 and beyond. 
Initial expectations of significant supply chain changes (e.g. reshoring of manufacturing) have 

moderated in recent months, and it remains to be seen what impacts this will have, with many 

now expecting this to play out over several years rather than as an immediate restructuring. 

Near-term real estate demand will be much more oriented to the source of consumption/end 
user than the source of supply. Occupier demand has been highest among 

warehouse/distribution product, particularly in larger size ranges. According to CBRE Research, 

3Q 2020 was the 42nd consecutive quarter of positive net absorption nationally. Sectors that have 
been most active include food/beverage, cold storage, home improvement, furniture, e-

commerce, wholesalers, and 3PLs.  

Developers largely remain bullish in the industrial sector (again, particularly for large scale 

warehouse/distribution product) due to the continued absorption, low vacancies and lack of any 
softening noted in rental rates.    

CBRE Research published a Cap Rate Survey Special Report in Q3 2020 covering market 

participant survey responses. The graphic below illustrates respondents’ expectations for a return 
to pre-pandemic levels for overall investment activity per sector. As shown, industrial is widely 

expected to see the quickest return of investment activity. Along with multi-family, the industrial 

sector has already seen an influx of new capital sources amid COVID-19 as buyers and lenders 

pivot away from higher-risk sectors such as retail, hotels and office. Investors are expected to 
continue to favor core product in the logistics sector in particular. Together with historically low 

interest rates, this has caused cap rate compression among good quality investment product.  
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We have discussed current market conditions and the prevailing uncertainty with a large number 

of market participants including leasing brokers, capital markets/investment sales brokers, 

owners, investors and developers. The following points summarize some of the takeaways from 
these discussions:  

Investment Sales 

• After a bumpy period and slow deal volume in mid-2020, demand in industrial capital 
markets is once again robust, though still varied depending on deal size and profile. 

• The most active and competitive segment has been large-scale bulk warehouse/logistics assets 
with single tenants and significant remaining term. Multi-tenant assets are seeing good interest 
as well, but with buyers more focused on top markets and properties with significant remaining 
WALT.   

• While initially out of favor after the onset of COVID-19, portfolio activity has returned as of 
Q3/Q4 2020.  

• For assets that fall below core/upper-tier investment profiles, active buyers generally have a 
“narrowed fairway,” with more disciplined underwriting in many cases for transitional assets 
and/or secondary markets.   

• Institutional buyers and private buyers are active; some foreign buyers are still impacted by 
travel restrictions and other factors and have not been as active/competitive.  

• Pricing for core deals and markets is at or above pre-COVID levels amid investor “flight to 
quality” and record low interest rates. Secondary markets or non-core assets may see some 
potential variance to pre-COVID pricing, but impacts depend on a particular asset’s cash flow 
and investment profile. 

• Sellers among industrial sectors seeing relative softness (secondary/tertiary markets, non-
stabilized, non-credit, value-add, etc.) who do not have pressure to sell are likely to “wait it 
out” as opposed to selling at a significant perceived discount, particularly noting that most 
long term projections are bullish for the industrial sector.  

• Sales volume is expected to increase near year-end and remain strong into 2021. On the 
sellers’ side, key drivers of sale volume include interest rates/cap rates making it a good time 
to sell, a relatively high share of merchant developers having leased up recent developments, 
and the prospect of potential changes to tax laws in coming years.    
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Lending/Financing 

• There was an initial pause/step back once COVID-19 hit, but debt markets became largely 
favorable as lenders came back to the market and shifted focus away from riskier sectors. The 
industrial sector was among the biggest winners of this shift, along with multi-family, data 
centers, and life sciences.  

• Core assets and core lenders are leading the way, with terms beating pre-pandemic levels 
amid high liquidity and record low interest rates achievable in the industrial sector. 

• Liquidity and loan terms have also improved as of Q3/Q4 for opportunistic and value-add 
industrial deals in most markets. 

• More lenders are back in the market for construction loans and developers now have 
significantly more options than in the initial months of the pandemic.  

• Moving toward the more transitional/opportunistic end of the spectrum, lenders are 
increasingly focused on rent roll and asset profile, with a “flight to quality” evident in terms 
offered. 

• Small bay product, flex space and industrial space with high office build-out are more 
challenged from a lending perspective, particularly if not stabilized.  

Leasing 

• Industrial leasing activity was largely in a holding pattern for several months after the onset of 
the pandemic, but there has been significantly increased deal volume across most sectors and 
size ranges more recently (by number of leases signed and square footage). 

• Vacancy rates have held steady nationally amid continued positive net absorption.  
• Most new leasing activity is for distribution/warehouse space in the big box/bulk segment 

(100,000 SF and above). 
• Aside from large-scale new deals, most leasing activity has been associated with renewals for 

tenants coming up on lease expirations, though other segments are seeing increased activity 
as well moving into late 2020.  

• CBRE Research is projecting a one-year recovery for overall industrial leasing volume 
(returning to pre-pandemic levels in mid/late 2021) with potential for secular shifts to create 
increased long-term demand thereafter (higher industrial occupier demand than prior 
projections).  

• Rents continue to rise in most markets for new construction/good quality product; less growth 
is evident for non-core markets and properties. Some market segments that have held steady 
or seen slight declines to date are expected to see a return to rent growth in 2021. 

• While Class A distribution space is likely to be in highest demand for the foreseeable future, 
older and lower tier industrial properties are expected to be well suited to benefit from long-
term changes such as increased safety stock/inventories, potential reshoring of manufacturing 
and associated materials storage.   

• In CBRE Research's 3Q 2020 Cap Rate Survey, approximately two-thirds of industrial 
respondents indicated that underwriting of rental income assumptions is 'about the same' as 
pre-pandemic. The most common change to underwriting on the income side was higher 
effective vacancy due to available space taking longer to lease. Based on our discussions and 
experience, the metrics most likely to be impacted at present are as follows (highly dependent 
on market, asset class and specific property): 

o Potential for increased downtime/absorption for lease-up of current vacancies. 
o Potential for increased concessions/tenant improvements modeled for near term 

leasing (typically reverting to similar long-term assumptions in line with pre-COVID 
modeling after 6-12 months).   
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o Potential for slower rent growth in near term, most commonly for secondary markets or 
lower tier segments of the market (though potentially offset by pent-up demand 
providing an environment for rents to increase more quickly once activity more fully 
rebounds). 

o Increased effective vacancy on in-place cash flow is largely reserved for cases with 
non-credit tenants facing discernable financial difficulty amid COVID-19. As an 
example, markets and tenants heavily reliant on hospitality/tourism are among the 
most impacted in the industrial sector.   

Our valuation considers the preceding market analysis, including macroeconomic trends, 

observed trends for the subject’s metro area and submarket, and most importantly, our ongoing 

discussions with participants active in the subject’s market. 

LOCAL MARKET ANALYSIS  

Marketability refers to the posture of the subject property within its marketplace and its ability to 

be leased, sold or marketed relative to its competition and current conditions.  Within this section, 
we have addressed the overall market trends influencing the Bellemont market, and our 

projections for the long-term market acceptance of the subject property.   The market analysis 

forms a basis for assessing market area boundaries, supply and demand factors, and indications 

of financial feasibility.  Primary data sources utilized for this analysis include CoStar. 

The subject is located in the unincorporated community of Bellemont in Coconino County. The 

data source for our research is CoStar, a commercial property data service covering the State of 

Arizona.  Bellemont has limited industrial development, and according to CoStar there are only a 
few industrial properties tracked.  Therefore, for the purpose of this report, we have included 

Williams and Flagstaff.  The following tables contain a summary of the industrial buildings within 

Bellemont, Williams and Flagstaff, as reported by CoStar as of March 2021. 
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As shown above, the area industrial market consists of 117 properties, with a total of 3.6 million 

square feet, with about 128,000 square feet of vacant space, representing 3.6% of the inventory.  
As shown, the average market rental rate has generally increased over the last 10-year period, 

with the current rate at $9.39 per square foot.  For Bellemont only, there is 580,000 square feet, 

with 8,300 square feet vacant.  There is one industrial property that is listed for sale in the 
immediate market area.   

CONCLUSION 

With respect to the subject in particular, we believe the subject is adequately located for an 

industrial property.  Based upon our analysis, the subject should continue to enjoy average 
market acceptance.  
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COMPETITIVE PROPERTIES 

Comparable properties were surveyed in order to identify the current occupancy within the 
competitive market.  The comparable data is summarized in the following table: 

SUMMARY OF COMPARABLE INDUSTRIAL RENTALS

Comp. 
No. Name Location Occupancy

1 Forest Lane Industrial 4030 Forest Lane,
Garland, TX

100%

2 Unilever Warehouse 201 Sunridge Boulevard,
Wilmer, TX

100%

3 Detroit Chassis Building 6501 Lynch Road,
Detroit, MI

100%

4 TX Hydraulics 3120 & 3410 Range Road,
Temple, TX

100%

5 2200 S. Business 45 2200 S. Business 45,
Corsicana, TX

75%

Subject NewLife Forest Products - Bellemont 
Manufacturing Facility

14005 East Old Route 66,
Bellemont, Arizona

100%

Compiled by CBRE  

The majority of comparable properties surveyed reported occupancy rates of 100% or better, and 

all are currently in average to good condition.   

SUBJECT ANALYSIS 

Tenant Analysis 

The subject is considered a Class B industrial manufacturing facility that is 100% leased to FEC 

Logging USA, LLC, an LLC of NewLife Forest Products. 

NEWLIFE FOREST PRODUCTS 

NewLife Forest Products, LLC is the operating entity for Good Earth Power AZ, a regional sawmill 

and manufacturer of lumber products.  The subject facility, when fully operational, is planned to 
be able produce 120 million board feet of lumber per year, as well as engineered wood 

products. The operation will also thin the fire-ravaged forests of Arizona, which the company says 

are upwards of 20 times more overgrown than normal. The U.S. Forest Service is collaborating 
with NewLife in the effort under the Four Forest Restoration Initiative (4FRI). 

The company is not rated by any rating agencies and the lease is not guaranteed.   

Occupancy 

The subject has been fully occupied by FEC Logging USA, LLC since November 2020 on a new 
10-year lease.  The lease is on triple-net terms and where the tenant is responsible for any tenant 

improvements.  The tenant is viewed as a regional credit worthy tenant, who is unlikely to vacate 

the property before the end of the initial term.  Similar single tenant buildings are either 100% 
occupied or completely vacant.  Discussions with knowledgeable market participants (brokers, 

developers, etc.) indicate that for credit single tenant assets with longer remaining lease terms 
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(i.e. 10+ years), vacancy allowances are typically not deducted.  However, non-credit single 

tenant assets or assets with shorter remaining lease terms warrant a vacancy deduction. These 
allowances could range from 0% to 10%. Therefore, we have included a 5% vacancy deduction 

(including credit loss rate) in this analysis. 

Based on the foregoing analysis, CBRE, Inc.’s conclusion of stabilized occupancy for the subject is 

illustrated in the following table.  This estimate considers both the physical and economic factors 
of the market. 

OCCUPANCY CONCLUSIONS

Flagstaff MSA 96.4%

Bellemont Area 98.6%

Rent Comparables 89.2%

Subject's Current Occupancy 100.0%

Subject's Stabilized Occupancy 95.0%

Compiled by CBRE  
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Highest and Best Use 

In appraisal practice, the concept of highest and best use represents the premise upon which 
value is based.  The four criteria the highest and best use must meet are: 

• legally permissible; 
• physically possible; 
• financially feasible; and 
• maximally productive. 

The highest and best use analysis of the subject is discussed below.  

AS IF VACANT 

Legal Permissibility 

The legally permissible uses of the subject site were discussed in the Zoning section.   

Physically Possible 

The subject property is adequately served by utilities, and has an adequate size and sufficient 

access, etc., to be a separately developable site.  The site has adequate frontage, depth and 
access to be a functional site.  There are no known physical reasons why the subject site would 

not support any legally permissible development (i.e. it appears adequate for development). 

Existing structures on similar sites provide additional evidence for the physical possibility of 

development. 

Financially Feasible 

The Flagstaff metropolitan area industrial market, as well as the subject’s Bellemont submarket 

area, were analyzed in detail within the Market Analysis section of this report.  Both current and 
pre-COVID-19, both areas showed relative stability and limited activity with regard to vacancy 

and rental rates over the recent past years.  Market rent per square foot is increasing, offset 

somewhat by a slight increase in vacancy, though still regarded as an overall low vacancy. The 

industrial market nationwide has generally benefited from the pandemic, and market conditions 
are favorable as industrial is one of the healthiest sectors of the real estate market.  Arizona’s 

market’s position as a low-cost alternative to California and increasing ecommerce demand 

suggested healthy growth for the Arizona industrial market.  However, at the present time, there 
is still some uncertainty in the current market due to the economic impact caused by the COVID-

19 pandemic in smaller markets. Given this uncertainty, most investors and developers would not 

move forward with new speculative development at the present time in the subject’s market area. 

Nevertheless, development of a build-to-suit structure for a specific tenant/owner could be 
considered financially feasible if the project could provide an adequate return to the developer 

based on current risks in the market.  Therefore, it is our opinion that the highest and best use of 

the subject, as if vacant, would be to hold for future industrial-oriented development, time and 
circumstances warranted.   

© 2021 CBRE, Inc. 



Highest and Best Use 

42 
NewLife Forest Products - Bellemont Manufacturing Facility, Bellemont, Arizona   

Maximally Productive - Conclusion 

The final test of highest and best use of the site as if vacant is that the use be maximally 
productive, yielding the highest return to the land. 

Based on the information presented above and upon information contained in the market and 

neighborhood analyses, we conclude that the highest and best use of the subject as if vacant 

would be to hold for future industrial-oriented development, time and circumstances warranted. 
Our analysis of the subject and its respective market characteristics indicate the most likely buyer, 

as if vacant, is an owner-user.  

AS IMPROVED 

Legally Permissible 

The site is improved with a manufacturing facility which is currently 100% leased, that is a legal, 

conforming use. 

Physically Possible 

The layout and positioning of the subject improvements are considered functional for industrial 

use. The subject improvements have a good design for industrial users with an adequate truck 

court, doors, and excess land.  It is seen favorably in the market, due to these features.  While it 

would be physically possible for a wide variety of uses, based on the legal restrictions and the 
design of the improvements, the existing use of the property for industrial users is considered to 

be the most functional use.  

Financially Feasible 

The financial feasibility of an industrial property is based on the amount of rent which can be 
generated, less operating expenses required to generate that income; if a residual amount exists, 

then the land is being put to a productive use. Based upon the income capitalization approach 

conclusion, the subject, produces a positive net cash flow and the utilization of the improvements 
for industrial purposes is considered financially feasible.  Furthermore, the value exceeds the cost 

to construct, inclusive of entrepreneurial profit, further indicating feasibility. 

Maximally Productive - Conclusion 

As shown in the applicable valuation sections, buildings that are similar to the subject have been 
acquired or continue to be used by industrial owners/tenants. None of the comparable buildings 

have been acquired for conversion to an alternative use. The most likely buyer for the subject 

property is as follows: 

• Investor-Regional 

Based on the foregoing, the highest and best use of the property, as improved, is consistent with 

the existing use as an industrial development.   
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Excess Land Value 

The following map and table summarize the comparable data used in the valuation of the 
subject’s excess land area.  A detailed description of each transaction is included in the addenda. 

 
SUMMARY OF COMPARABLE LAND SALES

Actual Sale Adjusted Sale Size Size Price
No. Property Location Type Date Zoning Price Price 1  (Acres)  (SF) Per SF

1 3099 Centerpointe East Drive
Prescott, AZ 86301

Sale Feb-18 IL-10,000 - Light 
Industrial 

(Coconino County)

$1,500,000 $1,500,000 10.10 439,956 $3.41

2 2700 Huntington Drive
Flagstaff, AZ 86004

Sale Jul-18 LI, Limited 
Industrial 
(Flagstaff)

$1,095,000 $950,000 3.67 159,865 $5.94

3 13833 Old Route 66
Bellemont, AZ 86015

Sale Apr-19 IL-10,000 - Light 
Industrial 

(Coconino County)

$250,000 $250,000 4.99 217,364 $1.15

4 4295 West Route 66
Flagstaff, AZ 86001

Sale Oct-19 G, General - 
Coconino County

$1,400,000 $1,400,000 10.00 435,600 $3.21

Subject 14005 East Old Route 66,
Bellemont, Arizona

--- --- IL-10,000 - Light 
Industrial 

(Coconino County)

--- --- 10.00 435,600 ---

1 Adjusted sale price for cash equivalency and/or development costs (where applicable)

Compiled by CBRE

Transaction
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The sales utilized represent the best data available for comparison with the subject and were 

selected from the region, which encompasses similar rural areas.  Due to the limited amount of 
industrial zoned land sales in these rural areas, we have include sales from the Flagstaff MSA.  

These sales were chosen based upon their similar size and zoning. 

COVID-19 Market Conditions Adjustment 

The flow of closed comparable sales has declined significantly since February 2020. Few closed 
sales are available that include the economic effects of the COVID-19 pandemic. Due to this 

reduced base of “post COVID” sales, a market conditions adjustment is needed for all “pre-

COVID” sales. 

To support a market conditions adjustment for all pre-COVID-19 sales, we compiled a database 

of transaction price changes before and after March 1, 2020. Our database includes 115 data 

points, including property locations in southern California, Arizona and Hawaii. Of the 115, 23 

were considered in our conclusion, but are confidential. These data points were analyzed for 
price changes based on: 

• A property’s purchase price agreed to prior to March 1, 2020 versus either the property’s 
final closing price or its current escrow price; 

• A property’s agreed-to escrow price prior to March 1, 2020 versus the property’s current 
escrow price;  

• A property’s listing price prior to March 1, 2020 versus its current listing, escrow, or 
purchase price; 

• Paired sale comparison between a property which sold prior to March 1, 2020 and a 
highly similar property that sold after; or 

• Informed opinion by a market participant regarding any price change pre/post COVID. 

Approximately 90% of the data points involved sale price/ escrow price/ asking price sales while 
approximately 10% were paired sales or informed market participant opinion data. The results of 

this analysis are shown in the following table.  

Overall Range,
Decrease: 0-4% 5%-9% 10%-19% 20%+ Price Change
Apartments 68% 23% 9% 0% 0% to -15%
Office 30% 30% 30% 0% 0% to -15%
Industrial 69% 28% 3% 0% 0% to -16%
Retail 67% 17% 16% 0% 0% to -20%
Hotels 0% 10% 40% 50% -5% to -35%
Sites 100% 0% 0% 0% 0%
Acreage 100% 0% 0% 0% 0%
Source: CBRE collected and verified data in Southern California, Arizona and Hawaii. 

 Price Decreases by Type, March 1-June 10, 2020

 

Most market participants have stated that a lot of buyers are asking for 30-60 day extensions on 
deals to better gauge the impact of the COVID-19 outbreak.  Based on discussions with several 
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market participants specializing in the retail sector, some buyers have walked away from deals, 

as well as buyers pushing forward to complete the transaction. 

As shown, 100% of land transactions showed a decrease of 0-4%.  Furthermore, there is limited 

property sale data to suggest a quantifiable adjustment for changes to market conditions (either 

in the positive or negative direction), as compared to the last ±12 to ±24 months within the land 

market. Considering this information, no market condition adjustments are applied in our 
analysis. 

DISCUSSION/ANALYSIS OF LAND SALES 

Land Sale One 

This transaction involved 10.10 acres of industrial land, zoned IL (Industrial Light) that is located 
at the corner of Centerpointe East Drive and Side Road in Prescott, Arizona. The land sold for 

$1,500,000, or $148,514.85 per acre, on February 28, 2018. 

The adjustment for location was warranted due to its proximity to employment & other support 
facilities.  Therefore, a downward adjustment was judged proper for this comparable.  Overall, 

this comparable was deemed superior in comparison to the subject and a downward net 

adjustment was warranted to the sales price indicator.   

Land Sale Two 

This 3.66-acre commercial/industrial site is located on East Huntington Drive, a secondary 

arterial, across from a Super Walmart in a business district northwest of the 4th Street 

interchange with Interstate-40.  Adjoining uses include industrial uses including an equipment 
company and a moving company.  The site backs the rail line, but does not have rail service.  

The site is advertised as excellent for business park, mini-warehouse, light industrial uses, vet 

clinic, trade or charter school, manufacturing, or warehousing.  Retail, restaurant or other 

commercial uses would require a use permit.  The property was listed for $1,095,000 or $6.87 
per square foot.  The property was purchased in July 2018 for $950,000 or $5.94 per square 

foot. 

The downward adjustment for size reflects this comparable's superior feature with respect to 
economies of scale regarding parcel size.  The adjustment for location was warranted due to its 

proximity to employment & other support facilities.  Therefore, a downward adjustment was 

judged proper for this comparable.  Overall, this comparable was deemed superior in 

comparison to the subject and a downward net adjustment was warranted to the sales price 
indicator.   

Land Sale Three 

This comparable represents the sale of a 5-acre vacant site located at 13833 Old Route 66 in 
Bellemont, Arizona, a small suburb located just outside of Flagstaff. The site does not have road 

frontage but is located one parcel back.  The site was purchased by the owner of the site in front 
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that has frontage along Old Route 66.   The site is raw vacant land.  The site was purchased in 

April 2019 for $250,000 or $1.15 per square foot.  For reference, the buyer had purchased the 
5-acre parcel in front of this site in September 2017 for $445,000 or $2.05 per square foot.  

Thus, given the front parcel's frontage, this sale was considered to be arms length.  The site is 

adjacent to railroad tracks but does not have current access. 

The downward adjustment for size reflects this comparable's superior feature with respect to 
economies of scale regarding parcel size.  An upward adjustment was applied to this comparable 

for its inferior frontage attribute when compared to the subject, based upon its lack of frontage 

along a roadway.  Overall, this comparable was deemed inferior in comparison to the subject 
and an upward net adjustment was warranted to the sales price indicator.   

Land Sale Four 

This comparable represents a 10-acre vacant land parcel at 4295 West Route 66, in Flagstaff, 

Arizona.  The site is zoned general by Coconino County with a land use plan for industrial use.  
The property sold on October 25, 2019 for a purchase price of $1,400,000, or $3.21 per 

square foot.  The buyer plans to build a church on the site. 

The adjustment for location was warranted due to its proximity to employment & other support 
facilities.  Therefore, a downward adjustment was judged proper for this comparable.  Overall, 

this comparable was deemed superior in comparison to the subject and a downward net 

adjustment was warranted to the sales price indicator.   

SUMMARY OF ADJUSTMENTS 

Based on our comparative analysis, the following chart summarizes the adjustments warranted to 

each comparable.   
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LAND SALES ADJUSTMENT GRID

Comparable Number 1 2 3 4 Subject

Transaction Type Sale Sale Sale Sale ---

Transaction Date Feb-18 Jul-18 Apr-19 Oct-19 ---

Zoning IL-10,000 - 
Light Industrial 

(Coconino 
County)

LI, Limited 
Industrial 
(Flagstaff)

IL-10,000 - 
Light Industrial 

(Coconino 
County)

G, General - 
Coconino 
County

IL-10,000 - 
Light Industrial 

(Coconino 
County)

Actual Sale Price $1,500,000 $1,095,000 $250,000 $1,400,000 ---

Adjusted Sale Price 1 $1,500,000 $950,000 $250,000 $1,400,000 ---

Size (Acres) 10.10 3.67 4.99 10.00 10.00

Size (SF) 439,956 159,865 217,364 435,600 435,600

Price Per SF $3.41 $5.94 $1.15 $3.21 ---

Price ($ PSF) $3.41 $5.94 $1.15 $3.21

Property Rights Conveyed 0% 0% 0% 0%
Financing Terms 1 0% 0% 0% 0%

Conditions of Sale 0% 0% 0% 0%

Market Conditions (Time) 0% 0% 0% 0%

Subtotal $3.41 $5.94 $1.15 $3.21
Size 0% -5% -5% 0%
Shape 0% 0% 0% 0%
Corner 0% 0% 0% 0%
Frontage 0% 0% 30% 0%
Topography 0% 0% 0% 0%
Location -15% -30% 0% -25%
Zoning/Density 0% 0% 0% 0%
Utilities 0% 0% 0% 0%
Highest & Best Use 0% 0% 0% 0%

Total Other Adjustments -15% -35% 25% -25%

Value Indication for Subject $2.90 $3.86 $1.44 $2.41

Absolute Adjustment 15% 35% 35% 25%
1 Adjusted sale price for cash equivalency and/or development costs (where applicable)

Compiled by CBRE
 

CONCLUSION 

The comparable sales exhibit an adjusted range from $1.44 to $3.86 per square foot of land 

area, with an average of $2.65 per square foot.  Comparable 3 is an outlier and given limited 

weight.  The sales utilized were the best available for comparison in the subject’s market area.  

Based on analysis of comparable market data, and considering all factors, a price per square 
foot indication above the average of the indicated range was most appropriate for the subject as 

all sales reflected similar absolute adjustments: 
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CONCLUDED EXCESS LAND VALUE

$ PSF Subject SF Total

$2.50 x 435,600 = $1,089,000
$3.00 x 435,600 = $1,306,800

Indicated Value: $1,350,000

(Rounded $ PSF) $3.10

Compiled by CBRE  

Since the subject is leased, the contributory value of the subject’s excess land will be added to the 
Sales Comparison Approach.  The subject’s current lease rate accounts for the value of the excess 

land and will not be added to the Income Capitalization Approach. 
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Sales Comparison Approach 

The following map and table summarize the comparable data used in the valuation of the 
subject.  A detailed description of each transaction is included in the addenda. 

 
SUMMARY OF COMPARABLE INDUSTRIAL SALES

YOC / GBA Percent Clear Land to Actual Sale Price NOI
No. Property Name Type Date Reno'd  (SF)  Office  Height (Ft)  Bldg. Ratio  Price Per SF 1 Occ. Per SF OAR

1 Former La-Z-Boy Manufacturing 
Facility,
350 West 1000 North
Tremonton, UT 84337

Sale Feb-18 1978 675,000 5.0% 14 - 22' 3.16 : 1 $9,500,000 $14.07 100% $1.48 10.50%

2 Forest Lane Industrial,
4030 Forest Lane
Garland, TX 75042

Sale Jun-18 1960 / 
2015

666,160 4.8% 25 - 40' 3.09 : 1 $15,950,000 $24.13 100% $2.46 10.18%

3 PPC Flexible Packaging,
213 Temkin Way
Payson, UT 84651

Sale Nov-18 1997 379,627 2.0% 19 - 37' 2.54 : 1 $25,308,467 $66.67 100% $4.79 7.18%

4 Hoffmaster Group Facility - Oshkosh,
2920 North Main Street
Oshkosh, WI 54901

Sale Sep-20 1971 / 
1990

490,824 10.0% 22 - 32' 3.72 : 1 $23,750,000 $48.39 100% $4.31 8.90%

5 Fritz Industries,
7121 Shelby Avenue
Greenville, TX 75402

Sale Dec-20 1979 1,031,746 5.0% 32 - 36' 4.15 : 1 $23,600,000 $30.69 100% $2.71 8.83%

Subj.
Pro

Forma

Vacant Industrial Building,
14005 East Old Route 66
Bellemont, AZ 86015

Sale Oct-20 1995 425,176 3.5% 25' - 30' 2.56 : 1 $9,000,000 $21.17 95.00% --- ---

Compiled by CBRE

Transaction
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The sales utilized represent the best data available for comparison with the subject.  Due to the 

subject’s small market and large improvement size, we expanded our search to include other 
smaller cities within the larger region.  While we found some sales within the Phoenix MSA, these 

had much superior locations and much higher quality and were not utilized.  These ranged in the 

$70 - $80 per square foot and set a much upper limit.  The sales utilized were chosen based 

upon similar overall size, industrial use, and tertiary market area.  These sales represent the best 
data available and are reliable indicators of value. 

COVID-19 Market Conditions Adjustment 

The flow of closed comparable sales has declined significantly since February 2020. Few closed 
sales are available that include the economic effects of the COVID-19 pandemic. Due to this 

reduced base of “post COVID” sales, a market conditions adjustment is needed for all “pre-

COVID” sales. 

To support a market conditions adjustment for all pre-COVID-19 sales, we compiled a database 
of transaction price changes before and after March 1, 2020. Our database includes 115 data 

points, including property locations in southern California, Arizona and Hawaii. Of the 115, 23 

were considered in our conclusion, but are confidential. These data points were analyzed for 
price changes based on: 

• A property’s purchase price agreed to prior to March 1, 2020 versus either the property’s 
final closing price or its current escrow price; 

• A property’s agreed-to escrow price prior to March 1, 2020 versus the property’s current 
escrow price;  

• A property’s listing price prior to March 1, 2020 versus its current listing, escrow, or 
purchase price; 

• Paired sale comparison between a property which sold prior to March 1, 2020 and a 
highly similar property that sold after; or 

• Informed opinion by a market participant regarding any price change pre/post COVID. 

Approximately 90% of the data points involved sale price/escrow price/asking price sales while 
approximately 10% were paired sales or informed market participant opinion data. The results of 

this analysis are shown in the following table. 

Overall Range,
Decrease: 0-4% 5%-9% 10%-19% 20%+ Price Change
Apartments 68% 23% 9% 0% 0% to -15%
Office 30% 30% 30% 0% 0% to -15%
Industrial 69% 28% 3% 0% 0% to -16%
Retail 67% 17% 16% 0% 0% to -20%
Hotels 0% 10% 40% 50% -5% to -35%
Sites 100% 0% 0% 0% 0%
Acreage 100% 0% 0% 0% 0%
Source: CBRE collected and verified data in Southern California, Arizona and Hawaii. 

 Price Decreases by Type, March 1-June 10, 2020
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With respect to industrial properties, this data generally supports local market participant 

attitudes, as most Tucson market participants we spoke to indicated that the pandemic has had 
very little, if any, impact on pricing. Additionally, Sale Comparables 1 and 2 in this report are 

examples of sales occurring during the current economic environment (July and May 2020, 

respectively), that did not include price reductions or changes related to COVID-19.  

After considering the results of the above analysis and the information presented previously in the 
market analysis section of this report, we conclude that no market conditions adjustment is 

warranted for the owner/user industrial properties due to the COVID-19 pandemic. As such, no 

market conditions adjustment is applied to the “pre-COVID” sales utilized within our analysis. 

SUBJECT’S RECENT SALE 

Windfall Asset Company, LLC, acquired the property on October 1, 2020, for $9,000,000 or 

$21.17 per square foot.  The seller was SCA Tissue North America, LLC.  According to an 

interview with the on-site representative, the building was a former manufacture of paper 
products, primarily toilet paper and closed down to consolidate operations in August 2019.  The 

current ownership is a forest products company and will utilize the property, with some 

modifications, into a sawmill.  No conditions of sale were noted.  At the time of purchase the 
subject was a vacant building.  Subsequent to the purchase, the current 10-year lease was put in 

place.  This lease adds significant value to the property.  Thus, the purchase price is not given 

consideration.   

DISCUSSION/ANALYSIS OF IMPROVED SALES 

Improved Sale One 

This comparable represents a 675,000-square-foot manufacturing / factory industrial facility and 

is situated on a 48.99-acre parcel at 350 West 1000 North, Tremonton, UT.  This comparable 

was originally utilized as a manufacturing facility for La-Z-Boy but functions primarily as 
office/warehouse/storage at the current time. The improvements were constructed in 1978 and 

were reportedly in average overall condition with no reported deferred maintenance.  However, 

the building suffers from functional obsolescence due to relatively low clear height of 14' 
throughout much of the warehouse.  The property sold in February 2018 for $9,500,000 or 

$14.07/SF of building area.  At the time of sale, the property was partially owner occupied by 

Malouf Sleep Products with OrbitalATK leasing 280K SF and one other smaller tenant.  Malouf 

leased back their portion of the building at a rental rate of $1.80/SF, NNN, which is consistent 
with the other leases in the property.  Orbital ATK is a subsidiary of Northrop Grumman.  The 

listing broker reported an OAR of 10.5%, which was heavily influenced upward by OrbitalATK's 

lease termination option allowing them to terminate at any time with 6 months notice. 

The upward adjustment for location reflects this comparable's inferior feature with respect to 

inferior demographics which garner lower rental rates.  Upon comparison with the subject, this 
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comparable was considered inferior in terms of size and received an upward adjustment for this 

characteristic due to its larger improvement size and generally appeals to a smaller pool of 
buyers.  In terms of age/condition, this comparable was judged inferior due to its higher effective 

age and received an upward adjustment for this characteristic.  An adjustment for clear height 

was considered appropriate for this comparable given its lower clear height.  Because of this 

inferior trait, an upward adjustment was considered appropriate.  With respect to proximity to 
freeway, this comparable was considered inferior in this aspect and received an upward 

adjustment because of its further proximity to the freeway.  The upward adjustment for tenant was 

considered reasonable due to the tenant's ability to terminate the lease early.  Overall, this 
comparable was deemed inferior in comparison to the subject and an upward net adjustment 

was warranted to the sales price indicator.   

Improved Sale Two 

This comparable represents a 666,160-square foot warehouse/distribution center located at 
4030-4040 Forest Lane in Garland, Texas. The metal warehouse improvements were constructed 

in phases from 1960-1970 and 2001 with a significant renovation in 2015 converting the 

property from a single-tenant metal warehouse building to its current multi-tenant industrial use.  
The property has a land-to-building ratio of 3.09 to 1 and features clear height ranging from 25 

to 40 feet, 4.8% office finish, and both dock high and grade level loading configuration. The 

property sold in June 2018 for $15,950,000 or $23.94 per square foot. Reportedly, there was 

$125,000 in deferred maintenance at the property, which results in an adjusted sale price of 
$16,075,000.  Pro forma net operating income at the time of sale was $2.46 per square foot, for 

an OAR of 10.18%.  The pro forma OAR included a 10% vacancy allowance.  The property was 

89.6% occupied by four tenants at the time of the sale with an average remaining lease term of 
31 months.  At Home leased 83.4% of the building and had a credit rating of B+ by Standard & 

Poor's. 

The upward adjustment for location reflects this comparable's inferior feature with respect to 

inferior demographics which garner lower rental rates.  Upon comparison with the subject, this 
comparable was considered inferior in terms of size and received an upward adjustment for this 

characteristic due to its larger improvement size and generally appeals to a smaller pool of 

buyers.  With respect to proximity to freeway, this comparable was considered inferior in this 
aspect and received an upward adjustment because of its further proximity to the freeway.  

Overall, this comparable was deemed inferior in comparison to the subject and an upward net 

adjustment was warranted to the sales price indicator.   

Improved Sale Three 

This comparable represents a 379,627-square-foot manufacturing / factory industrial facility and 

is situated on a 22.12-acre parcel at 213 Temkin Way, Payson, UT.  The improvements were 

originally constructed in 1997 and were considered in average condition at the time of sale.  Sale 
leaseback that reportedly traded at a 7.18% cap rate.  The cap rate was taken from Costar. The 
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sale was part of a portfolio transaction with a 94,672 SF property in Georgia that was purchased 

for $3,891,600. 

The downward adjustment for location reflects this comparable's superior feature with respect to 

superior demographics which garner higher rental rates.  In terms of age/condition, this 

comparable was judged superior due to its lower effective age and received a downward 

adjustment for this characteristic.  Overall, this comparable was deemed superior in comparison 
to the subject and a downward net adjustment was warranted to the sales price indicator.   

Improved Sale Four 

This comparable transaction represents the sale\leaseback of a 490,824-square foot industrial 
(manufacturing) facility located at 2920 North Main Street in the City of Oshkosh, Winnebago 

County, Wisconsin.  The improvements were constructed in multiple stages over time from 1971 

to 1990 and are situated on a 41.87-acre site.  The clear ceiling height of the improvements 

ranges from 22 to 32 feet and the office finish approximates 8.1% of the total floor area.  The 
property sold in a sale\leaseback transaction with a 15-year lease to the Hoffmaster Group, Inc., 

a private unrated company owned by private equity firm Wellspring Capital Management.  The 

transaction sold September 25, 2020 for $23,750,000 or $48.39 per square foot and 
representing an 8.90% overall capitalization rate on first year income with no deductions for 

operating expenses, vacancy, collection or reserves. 

The downward adjustment for location reflects this comparable's superior feature with respect to 

superior demographics which garner higher rental rates.  In terms of age/condition, this 
comparable was judged superior due to its lower effective age and received a downward 

adjustment for this characteristic.  The adjustment for percent office finish was warranted due to 

its higher percentage of office build-out.  Therefore, a downward adjustment was judged proper 
for this comparable.  An land to building ratio category adjustment was considered appropriate 

for this comparable given its higher land to building ratio.  Because of this superior trait, a 

downward adjustment was considered appropriate.  Overall, this comparable was deemed 

superior in comparison to the subject and a downward net adjustment was warranted to the sales 
price indicator.   

Improved Sale Five 

This comparable represents a 1,031,746-square foot industrial manufacturing and distribution 
facility at 7121 Shelby Avenue, Greenville, Texas. The concrete improvement was constructed in 

1979 and expanded in phases through 1999 at a land-to-building ratio of 4.15 to 1 and 

features a 32 to 36-foot clear height range, functional dock-high loading, 2.9% office finish, rail 

access, heavy power, and crane-ways. The property was 59.2% occupied at the date of the sale 
leaseback to Fritz Industries, Inc (seller).  As part of the sale leaseback transaction, Fritz Industries, 

Inc. leased 418,482 square feet that commenced in December 2020 for a 15.0-year term at a 

base rate of $3.15 per square foot, NNN, with 2.0% annual bumps. No TI allowance or free rent 
was provided with the lease; however, the lease included a landlord lease termination clause 
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where the landlord can terminate the tenant's lease with a 180-day notice and payment of a 

$500,000 lease termination fee to the tenant. Although Fritz Industries' lease was for a 15-year 
term, the buyer planned to market the entire property to lease to a single-tenant and terminate 

the Fritz Industries' lease as well as four other smaller tenants on short-term leases upon finding a 

single tenant to lease the entire facility.  The property sold in December 2020 for $23,600,000 or 

$22.87 per square foot.  Based on a projected 27-month lease-up for the property to achieve 
stabilized operations being leased to a single-tenant and terminating existing leases at the 

property, stabilization costs were estimated at $8,065,545.  Thus, the adjusted sale price on a 

stabilized basis is $31,665,545 or $30.69 per square foot.  The pro forma net operating income 
based on market terms and including a 5% vacancy/credit loss factor was estimated at $2.71 per 

square foot and the pro forma stabilized OAR was 8.83%. 

Upon comparison with the subject, this comparable was considered inferior in terms of size and 

received an upward adjustment for this characteristic due to its larger improvement size and 
generally appeals to a smaller pool of buyers.  In terms of age/condition, this comparable was 

judged inferior due to its higher effective age and received an upward adjustment for this 

characteristic.  An land to building ratio category adjustment was considered appropriate for this 
comparable given its higher land to building ratio.  Because of this superior trait, a downward 

adjustment was considered appropriate.  Overall, this comparable was deemed inferior in 

comparison to the subject and an upward net adjustment was warranted to the sales price 

indicator.   

SUMMARY OF ADJUSTMENTS 

Based on our comparative analysis, the following chart summarizes the adjustments warranted to 

each comparable.   
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INDUSTRIAL SALES ADJUSTMENT GRID

Comparable Number 1 2 3 4 5
Subj. Pro
Forma

Transaction Type Sale Sale Sale Sale Sale Sale

Transaction Date Feb-18 Jun-18 Nov-18 Sep-20 Dec-20 Oct-20

Year Built/Renovated 1978 1960 / 2015 1997 1971 / 1990 1979 1995

Property Subtype
Manufacturing 

/ Factory
Manufacturing 

/ Factory
Manufacturing 

/ Factory
Manufacturing 

/ Factory
Manufacturing 

/ Factory
Manufacturing

GBA (SF) 675,000 666,160 379,627 490,824 1,031,746 425,176

Percent Office 5.0% 4.8% 2.0% 10.0% 5.0% 3.5%

Clear Height 14 - 22' 25 - 40' 19 - 37' 22 - 32' 32 - 36' 25' - 30'

Land to Bldg. Ratio 3.16 : 1 3.09 : 1 2.54 : 1 3.72 : 1 4.15 : 1 2.56 : 1

Actual Sale Price $9,500,000 $15,950,000 $25,308,467 $23,750,000 $23,600,000 $9,000,000

Adjusted Sale Price 1 $9,500,000 $16,075,000 $25,308,467 $23,750,000 $31,665,545 ---

Price Per SF 1 $14.07 $24.13 $66.67 $48.39 $30.69 $21.17

Occupancy 100% 100% 100% 100% 100% 95%

NOI Per SF $1.48 $2.46 $4.79 $4.31 $2.71 $3.52

OAR 10.50% 10.18% 7.18% 8.90% 8.83% ---

Adj. Price Per SF $14.07 $24.13 $66.67 $48.39 $30.69

Property Rights Conveyed 0% 0% 0% 0% 0%
Financing Terms 1 0% 0% 0% 0% 0%

Conditions of Sale 0% 0% 0% 0% 0%

Market Conditions (Time) 0% 0% 0% 0% 0%

Subtotal - Price Per SF $14.07 $24.13 $66.67 $48.39 $30.69

Location 5% 5% -5% -5% 0%

Size 5% 5% 0% 0% 10%

Age/Condition 25% 0% -40% -10% 10%

Quality of Construction 0% 0% 0% 0% 0%

Clear Height 10% 0% 0% 0% 0%

Percent Office Finish 0% 0% 0% -5% 0%

Proximity to freeway 10% 10% 0% 0% 0%

Land to Building Ratio 0% 0% 0% -5% -5%

Tenant 25% 0% 0% 0% 0%
Total Other Adjustments 80% 20% -45% -25% 15% AVERAGE

Indicated Value Per SF $25.33 $28.96 $36.67 $36.29 $35.29 $32.51

Absolute Adjustment 80% 20% 45% 25% 25%
1 Adjusted for cash equivalency, lease-up and/or deferred maintenance (where applicable)

Compiled by CBRE
 

SALE PRICE PER SQUARE FOOT CONCLUSION 

After adjustments, the leased comparables indicate a range of $25.33 to $36.67 per square foot, 
with an average of $29.90 per square foot. Comparable 1 appears to be an outlier and is given 

limited weight. Greater weight is given to Comparables 4 and 5, which reflected similar gross 

adjustments and sales that occurred during the pandemic.  Based on the sales comparable data, 
and the opinions of market participants, a value indication near Comparables 4 and 5 is 

considered to be most reliable.  The reader is referred to the Excess land Value section for the 

contributory value of the excess land, as well as pages 61-62 for the analysis of the above market 

rent addition.   
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SALES COMPARISON APPROACH     

GBA (SF) X Value Per SF = Value

425,176 X $35.00 = $14,881,160

425,176 X $36.00 = $15,306,336

VALUE CONCLUSION

Indicated Market Value $15,000,000

Value Per SF $35.28

Addition for Above Market Rent $4,800,000

Contributory Excess Land Value $1,350,000

Indicated As Is Value $21,150,000

Value Per SF $49.74

Compiled by CBRE  
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Income Capitalization Approach 

The following map and table summarize the primary comparable data used in the valuation of 
the subject.  A detailed description of each transaction is included in the addenda. 

 
SUMMARY OF COMPARABLE INDUSTRIAL RENTALS

No.
Property Name
and Location

YOC / 
Reno'd Property Subtype Occ.

 GBA 
(SF) 

 Percent 
Office 

 Clear 
Height 

Tenant
Name

Lease
Area (SF)

Lease
Date

Lease
Term Base Rent Reimbursements Escalations Free Rent

1 1960 Manufacturing / Factory 99% 666,160 4.8% 25 - 40' At Home 555,321 Jan-18 3.0 Yrs. $2.75  PSF NNN None 0 Months

/ 2015

2 2008 WH / Distribution / Logistics 100% 822,550 1.0% 30' Unilever 822,550 Sep-18 10.0 Yrs. $2.70  PSF NNN 1.75%/year 9 Months

3 1999 Manufacturing / Factory 100% 218,188 4.2% 24' Detroit Chassis 218,188 Jan-19 5.4 Yrs. $4.85  PSF NNN 2.00% 0 Months

4 1973 Manufacturing / Factory 100% 211,000 6.6% 20 - 25' TX Hydraulics 211,000 Sep-19 20.0 Yrs. $4.60  PSF Absolute Net 1.75% / YR 0 Months

/ 2006

5 1981 WH / Distribution / Logistics 75% 1,453,620 1.0% 26' Vacant 365,095 Dec-20 5.0 Yrs. $3.00  PSF NNN Negotiable 0 Months
Central Garden & Pet Co. 229,503 Sep-19 3.3 Yrs. $3.15  PSF NNN 2.1%/Yr. 3 Months

Subj. NewLife Forest Products - Bellemont 
Manufacturing Facility
14005 East Old Route 66,

ll  

1995 Manufacturing 100%  425,176 3.5% 25' - 30' --- ---

Compiled by CBRE

Forest Lane Industrial
4030 Forest Lane,
Garland, TX 75042
Unilever Warehouse
201 Sunridge Boulevard,
Wilmer, TX 75172

Detroit Chassis Building
6501 Lynch Road,
Detroit, MI 48234

TX Hydraulics
3120 & 3410 Range Road,
Temple, TX 76504

2200 S. Business 45
2200 S. Business 45,
Corsicana, TX 75110

 

The comparables utilized represent the best data available for comparison with the subject.  Due 

to the subject’s large improvement size as a manufacturing facility, we expanded our search to 

include the southwest United States.  In addition, we utilized a sale in Michigan.  While we found 
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some sales within the southwest United States, however, these had much superior locations or 

quality, or had superior tenants and were not utilized.  The comparables utilized were chosen 
based upon similar overall size, industrial use, and tertiary market area.  These rentals represent 

the best data available and are reliable indicators of value.   

DISCUSSION/ANALYSIS OF RENT COMPARABLES 

COMPARABLE ANALYSIS

Comparable Name
Forest Lane 
Industrial

Unilever 
Warehouse

Detroit Chassis 
Building

TX Hydraulics
2200 S. Business 

45
Subject

Year Built 1960 2008 1999 1973 1981 1995

Year Renovated 2015 -- -- 2006 -- --

Characteristic Comparable 1 Comparable 2 Comparable 3 Comparable 4 Comparable 5

Location

Age/Condition

Percent Office

Quality of Construction

Clear Height

Lease Term

Overall

Source: CBRE  

Rent Comparable One 

This comparable represents a 666,160-square foot warehouse/distribution center located at 

4030-4040 Forest Lane in Garland, Texas.  The metal building was constructed in phases from 

1960-1970 and 2001 with a significant renovation to convert the building from a single-tenant 
manufacturing facility to a multi-tenant warehouse/distribution facility.  The property features 

clear heights ranging from 25 to 40 feet and a combination of dock high and grade level 

loading.  The property is currently 99.2% occupied. At Home signed a lease renewal for 555,321 
square feet, which commenced in January 2018 at a base rate of $2.75 per square foot, NNN, 

with no annual rent bumps over the 36-month term. No TI allowance was provided and free rent 

concessions were unknown. 

As compared to the subject, this project was viewed as inferior with respect to lease term, while 
regarded as similar in terms of location, age/condition, percent office and quality of construction, 

and superior in terms of clear height.  Overall, this comparable is inferior to the subject and we 

expect the subject to achieve rental rates that are above this project on a monthly basis. 

Rent Comparable Two 

This comparable represents a 822,550-square foot distribution warehouse located at 201 

Sunridge Boulevard in Wilmer, TX.  The tilt-up improvement was constructed in 2008 at a land-

to-building ratio of 2.83 to 1 and features a 30-foot clear height, 1% office finish, and cross-dock 
configuration.  The Unilever lease commenced in September 2018 for a 120-month term at a 
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base rate of $2.70 per square foot.  The lease included 9 months free rent, a TI allowance of 

$0.50 per square foot, and annual 1.75% escalations. 

As compared to the subject, this project was viewed as inferior with respect to percent office, 

while regarded as similar in terms of location, age/condition, quality of construction, clear height 

and lease term.  Overall, this comparable is inferior to the subject and we expect the subject to 

achieve rental rates that are above this project on a monthly basis. 

Rent Comparable Three 

This comparable represents the lease of an industrial located at 6501 Lynch Road, Detroit, MI. 

The building is 218,188 square feet and constructed in 1999. The clear height of the 
improvements is 24 feet and the office finish approximates 4.2%.  The property is currently 

100.0% leased by Detroit Chassis who is in the process of extending their lease for a 5.5 year 

term at a base rate of $4.85 per square foot, NNN with $0.10 per square foot annual 

escalations. 

As compared to the subject, this project was viewed as inferior with respect to lease term, while 

regarded as similar in terms of age/condition, percent office, quality of construction and clear 

height, and superior in terms of location.  Overall, this comparable is superior to the subject and 
we expect the subject to achieve rental rates that are below this project on a monthly basis. 

Rent Comparable Four 

This comparable is a 211,000-square foot industrial (manufacturing) facility located at 3120 and 

3410 Range Road in Temple, Texas. The improvements were constructed in 1973 and 1978, 
renovated in 2006, and are situated on a 20.895-acre site. The clear height of the improvements 

is 20 to 25 feet and the office finish approximates 6.6%. This is a sale leaseback transaction and 

TX Hydraulics leased the property in September 2019 at a base rate of $4.60 PSF with 1.75% 
annual escalation on an absolute net basis over a 20-year lease term 

As compared to the subject, this project was regarded as similar in terms of location, 

age/condition, percent office, quality of construction and clear height, and superior in terms of 

lease term.  Overall, this comparable is superior to the subject and we expect the subject to 
achieve rental rates that are below this project on a monthly basis. 

Rent Comparable Five 

This comparable represents a 1,453,620-square foot warehouse/distribution center located at 

2200 S. Business 45 in Corsicana, Texas.  The tilt-up building was constructed in 1981 and 
features a 26-foot clear height and dock-high loading.  The property is currently 74.9% occupied. 

Central Garden & Pet Co. signed a new lease for 229,503 square feet, which commenced in 

September 2019 at a base rate of $3.15 per square foot, NNN, with 2.1% annual rent bumps 
over the 39-month term.  Three months of free rent and no TI allowance were provided. The 

vacant 365,095-square foot space at the property is available for lease with an asking rent of 
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$3.00 per square foot, NNN, for a 60-month term.  Reportedly, rent escalations, rent 

concessions, and the TI allowance are negotiable. 

As compared to the subject, this project was viewed as inferior with respect to age/condition, 

percent office and lease term, while regarded as similar in terms of location, quality of 

construction and clear height.  Overall, this comparable is inferior to the subject and we expect 

the subject to achieve rental rates that are above this project on a monthly basis. 

CONCLUSION 

The comparables range from $2.70 to $4.85 per square foot, triple net.  Based on the above 

analysis, Comparables 1, 2, and 5 which range from $2.70 to $3.15 per square foot, annually, 
on a triple net basis represent inferior properties, while Comparables 3 and 4 which range from 

$4.60 to $4.85 per square foot represent superior properties.  Our concluded market rent is 

between these two ranges, or about $4.00 per square foot.  Given the large size of the subject 

and its age and quality, a wide range of comparables is not considered to be atypical.   

SUBJECT RENTAL INFORMATION 

The subject’s lease is summarized as follows: 

LEASE ABSTRACT 

Lessor Windfall Asse Co., LLC

Lessee FEC Logging USA Holdings, LLC

Guarantor None

Building Size (SF)                                      425,176 

Lease Date November 1, 2020

Lease Commence Date November 1, 2020

Expiration Date (Base Lease) October 31, 2030

Lease Term (Base Lease) 120 Months

Remaining Lease Term (Base Lease) 116 Months

No. & Term of Options None

Assignment/Subletting With landlord consent

Termination Clause None

Contract Rental Rate   $/SF/Yr.   Total $/Yr.

Base Lease Term $6.00 $2,550,000
Escalations None

Lessor Expenses Structure

Lessee Expenses All operating expenses

Source:  Lease  
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MARKET RENT CONCLUSIONS 

The following chart shows the market rent conclusions for the subject: 

MARKET RENT CONCLUSIONS

Category
Industrial 

Space

Gross Building Area (SF) 425,176

Percent of Total SF 100.0%

Office Finish (%) 3.5%

Market Rent ($/SF/Yr.) $4.00

Weighted Average In-place Rent $6.00

Concessions (New Tenants) 0  Months

Reimbursements NNN

Escalations 3.00%

Tenant Improvements (New Tenants) $0.00

Average Lease Term 120 Months

Compiled by CBRE  

The subject’s contract lease rate is above the comparables.  However, the subject’s lease is also 
flat with no annual increases.   

The following table compares the subject’s contract lease rate with our estimated market rent: 

Year Ending Subject Contract Rate
Market Rent with 3.0% 

Annual Increases
Difference

11/1/2020 $2,550,000 $1,700,704 $849,296

11/1/2021 $2,550,000 $1,751,725 $798,275

11/1/2022 $2,550,000 $1,804,277 $745,723

11/1/2023 $2,550,000 $1,858,405 $691,595

11/1/2024 $2,550,000 $1,914,157 $635,843

11/1/2025 $2,550,000 $1,971,582 $578,418

11/1/2026 $2,550,000 $2,030,730 $519,270

11/1/2027 $2,550,000 $2,091,651 $458,349

11/1/2028 $2,550,000 $2,154,401 $395,599

11/1/2029 $2,550,000 $2,219,033 $330,967

TOTAL $25,500,000 $19,496,665 $6,003,335

Compiled by CBRE

LEASE ANALYSIS

 

The table indicates that there is a significant difference between the subject’s contract lease rate 

and the market rate.  However, due to time value of money, we have discounted the annual 
difference at a typical investor rate for above market rent of 5% based on interviews with market 

participants, as follows: 
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PRESENT VALUE OF DISCOUNTED ITEM
 DISCOUNTED AT 5.0%

 Year Ending 
 Discounted 

Item 
 PV Factor  Present Value 

11/1/2020 $849,296 0.952381 $808,853

11/1/2021 $798,275 0.907029 $724,059

11/1/2022 $745,723 0.863838 $644,184

11/1/2023 $691,595 0.822702 $568,977

11/1/2024 $635,843 0.783526 $498,199

11/1/2025 $578,418 0.746215 $431,624

11/1/2026 $519,270 0.710681 $369,036

11/1/2027 $458,349 0.676839 $310,228

11/1/2028 $395,599 0.644609 $255,007

11/1/2029 $330,967 0.613913 $203,185

Discounted Value $4,813,352

Rounded $4,800,000

Compiled by CBRE  

Thus, the above market rent of the current contract rate is discounted and will be added to both 
the Direct Capitalization analysis as well as the Sales Comparison Approach.          

In addition, the subject’s land to building ratio is on the lower end of the comparables, thus, no 

additional value is attributed to the subject’s excess land in comparison to the comparable and it 

is considered to be within the contract lease rate.   

POTENTIAL RENTAL INCOME CONCLUSION 

Within this analysis, potential rental income is estimated based upon the forward-looking market 

rental rate over the next 12 months. 

OPERATING HISTORY 

Operating history or a budget for the subject property was not available as the subject is newly 

purchased and leased, and was previously owner-occupied.  The current lease is based on a 

triple-net basis whereby the tenant pays all expenses associated with utilities, real estate taxes, 
common area expenses (if applicable), building maintenance and management with the landlord 

responsible for structural damage.  This is inline with market and will be utilized.   

VACANCY & CREDIT LOSS 

The subject’s estimated stabilized occupancy rate was previously discussed in the market analysis.  
The subject’s vacancy is detailed as follows: 
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OCCUPANCY CONCLUSIONS

Flagstaff MSA 96.4%

Bellemont Area 98.6%

Rent Comparables 89.2%

Subject's Current Occupancy 100.0%

Subject's Stabilized Occupancy 95.0%

Compiled by CBRE  

EFFECTIVE GROSS INCOME 

The subject’s effective gross income is detailed as follows: 

EFFECTIVE GROSS INCOME

Year Total      $/SF   

CBRE Estimate $1,615,669   $3.80   

Compiled by CBRE  

OPERATING EXPENSE ANALYSIS 

The market rent estimate is based on a triple-net (NNN) lease structure, whereby the tenant is 
responsible for the payment of all property taxes, insurance, utilities, maintenance/CAM, and 

janitorial expenses (if applicable). The landlord is generally only responsible for the payment of 

management fees and reserves for replacement expenses, which are not eligible for 
reimbursement. 

Management Fee 

Management expenses are typically negotiated as a percentage of collected revenues (i.e., 

effective gross income). Management expenses for similar industrial properties in the subject 
market area typically range from approximately 2% to 4% of the EGI. The management fee 

expense is estimated at 2.0%. 

Reserves for Replacement 

Reserves for replacement expenses for similar large multi-tenant retail properties in the market 

typically range from approximately $0.10 to $0.35 per square foot per year, depending on the 

age and overall condition of the improvements. Considering all factors, including the subject’s 
overall age/condition and its location, we estimate the reserves for replacement expense at $0.20 
per square foot per year. 

NET OPERATING INCOME CONCLUSION 

The comparable data and projections for the subject are summarized as follows: 
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NET OPERATING INCOME   

Year Total      $/SF   

CBRE Estimate $1,498,320   $3.52   

Compiled by CBRE  

DIRECT CAPITALIZATION 

Direct capitalization is a method used to convert a single year’s estimated stabilized net operating 

income into a value indication.  The following subsections represent different techniques for 
deriving an overall capitalization rate. 

Comparable Sales 

The overall capitalization rates (OARs) confirmed for the comparable sales analyzed in the sales 
comparison approach are as follows: 

COMPARABLE CAPITALIZATION RATES

Sale Sale Price

Sale Date $/SF Occupancy Buyer's Primary Analysis OAR
1 Feb-18 $14.07 100% Trailing Actuals 10.50%
2 Jun-18 $24.13 90% Pro Forma (Stabilized) 10.18%
3 Nov-18 $66.67 100% Trailing Actuals 7.18%
4 Sep-20 $48.39 100% Pro Forma (Stabilized) 8.90%
5 Dec-20 $30.69 59% Pro Forma (Stabilized) 8.83%

Indicated OAR: 95% 7.18%-10.50%

Compiled by: CBRE  

The overall capitalization rates for these sales were derived based upon the actual or proforma 

income characteristics of the property.  The comparable sales consist of capitalization rates 

ranging from 7.18% to 10.50%, with an average of 9.12%.  Greater weight is given to 

Comparables 4 and 5 which are recent sales during the pandemic.  In addition, interviews with 
market participants and our research of industrial asset sales indicates that industrial 

capitalization rates have continued to compress.  Given the quality of the subject, its large 

improvement size located in a small market area, a capitalization rate below the two recent sales, 
yet still within the range of the comparables, is most appropriate.   

Market participants and data noted that pre-COVID-19 capitalization rates have trended 

downward.  In addition, smaller single-tenant properties similar to the subject have seen minimal 

cap rate movement due to COVID-19 as most sales have been owner-occupied and there have 
been insufficient data for investor sales to show a trend.     

Published Investor Surveys 

The results of the most recent investor surveys are summarized in the following chart. 
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OVERALL CAPITALIZATION RATES

Investment Type OAR Range Average

CBRE Industrial R&D

Class A 4.45% - 5.97% 5.00%

Class B 5.34% - 6.80% 5.86%

Class C 7.57% - 8.80% 7.99%

RealtyRates.com

Industrial 4.18% - 12.90% 9.01%

Warehouse/Distribution 4.18% - 11.05% 7.67%

R&D/Flex 5.32% - 12.90% 9.30%

PwC Warehouse

National Data 3.75% -  6.40%  4.87%

Indicated OAR: 8.25 - 9.00%

Compiled by: CBRE  

The subject is considered to be a Class C property in a tertiary location.   

Market Participants 

Recent interviews with knowledgeable real estate professionals opined that given the subject’s 
large size within a tertiary market. Based upon current market trends, they would anticipate pro 

forma OARs to fall within the 8.0% to 10.0% range.  The respondents further indicated that the 

subject would likely be purchased by an owner-user where the Interstate 40 was a primary 
consideration.   

Band of Investment 

The band of the investment technique has been utilized as a crosscheck to the foregoing 

techniques.  The Mortgage Interest Rate and the Equity Dividend Rate (EDR) are based upon 
current market yields for similar investments.  The analysis is shown in the following table. 

BAND OF INVESTMENT

Mortgage Interest Rate 4.50%

Mortgage Term (Amortization Period) 25 Years

Mortgage Ratio (Loan-to-Value) 70%

Mortgage Constant (monthly payments) 0.06670

Equity Dividend Rate (EDR) 12.00%

Mortgage Requirement 70% x 0.0667 = 0.04669

Equity Requirement 30% x 0.12000 = 0.03600

100% 0.08269

Indicated OAR: 8.30%

Compiled by: CBRE  
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Capitalization Rate Conclusion 

The following chart summarizes the OAR conclusions. 

OVERALL CAPITALIZATION RATE - CONCLUSION

Source Indicated OAR

Comparable Sales 7.18%-10.50%

Published Surveys 8.25 - 9.00%

Market Participants 8.25 - 9.00%

Band of Investment 8.30%

CBRE Estimate 8.50%

Compiled by: CBRE  

In concluding an overall capitalization rate selection for the subject, primary emphasis has been 
placed upon the OAR sales and market participant indications, which more accurately reflect 

current trends, interest rates, and buyer/seller expectations and motivations in the local market.   

Further secondary support for our conclusion is noted via national investor surveys and the band 

of investment methodology. Based on the data presented, the concluded overall capitalization 
rate appears to be well supported by market data, and is considered reasonable. 

Given the subject’s large improvement size within a small market, the potential additional time 

and risk to lease the subject has been accounted for in the capitalization rate on the upper end of 
the range for the majority of the comparable sales. 

Direct Capitalization Summary 

A summary of the direct capitalization is illustrated in the following chart. 
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DIRECT CAPITALIZATION SUMMARY

Income $/Door/Mo. $/SF/Yr   Total      
Potential Rental Income #DIV/0! $4.00 $1,700,704
Vacancy & Credit Loss 5.00% #DIV/0! (0.20) (85,035)                   

Effective Gross Income #DIV/0! $3.80 $1,615,669

Expenses
Management Fee 2.00% 0.08 32,313                    
Replacement Reserves 0.20 85,035                    

Operating Expenses $0.28 $117,349

Operating Expense Ratio 7.26%

Net Operating Income $3.52 $1,498,320

OAR ÷ 8.50%
Indicated Market Value $17,627,297

Rounded $17,600,000

Addition for Above Market Rent 4,800,000               

Lease-Up Discount -                          

Indicated As Is Value $22,427,297

Rounded $22,400,000

Value Per SF $52.68

Compiled by CBRE  
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Reconciliation of Value 

The value indications from the approaches to value are summarized as follows: 

SUMMARY OF VALUE CONCLUSIONS
Sales Comparison Approach $21,200,000 

Income Capitalization Approach $22,400,000 

Reconciled Value $22,400,000 

Compiled by CBRE  

The cost approach typically gives a reliable value indication when there is strong support for the 

replacement cost estimate and when there is minimal depreciation.  Considering the substantial 
amount of depreciation present in the property, the reliability of the cost approach is considered 

diminished and was not utilized.   

In the sales comparison approach, the subject is compared to similar properties that have been 

sold recently or for which listing prices or offers are known.  The sales used in this analysis are 
considered somewhat comparable to the subject, yet the required adjustments were based on 

reasonable and well-supported rationale.  The sales comparison approach is considered to 

provide a reliable value indication but has been given secondary emphasis in the final value 
reconciliation.  

The income capitalization approach is applicable to the subject since it can be an income 

producing property leased in the open market.  Market participants are primarily analyzing 

properties based on their income generating capability.  The subject is currently encumbered with 
a long term lease to a strong regional tenant.  Therefore, the income capitalization approach is 

considered a reasonable and substantiated value indicator and has been given primary emphasis 

in the final value estimate. 

Based on the foregoing, the market value of the subject has been concluded as follows: 

MARKET VALUE CONCLUSION

Appraisal Premise Interest Appraised Date of Value Value Conclusion

As Is Leased Fee Interest March 11, 2021 $22,400,000

Compiled by CBRE  
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Assumptions and Limiting Conditions 

1. CBRE, Inc. through its appraiser (collectively, “CBRE”) has inspected through reasonable observation the subject 
property.  However, it is not possible or reasonably practicable to personally inspect conditions beneath the soil 
and the entire interior and exterior of the improvements on the subject property.  Therefore, no representation is 
made as to such matters.  

2. The report, including its conclusions and any portion of such report (the “Report”), is as of the date set forth in the 
letter of transmittal and based upon the information, market, economic, and property conditions and projected 
levels of operation existing as of such date. The dollar amount of any conclusion as to value in the Report is based 
upon the purchasing power of the U.S. Dollar on such date.  The Report is subject to change as a result of 
fluctuations in any of the foregoing.  CBRE has no obligation to revise the Report to reflect any such fluctuations or 
other events or conditions which occur subsequent to such date.   

3. Unless otherwise expressly noted in the Report, CBRE has assumed that: 

(i) Title to the subject property is clear and marketable and that there are no recorded or unrecorded matters or 
exceptions to title that would adversely affect marketability or value. CBRE has not examined title records 
(including without limitation liens, encumbrances, easements, deed restrictions, and other conditions that may 
affect the title or use of the subject property) and makes no representations regarding title or its limitations on 
the use of the subject property.  Insurance against financial loss that may arise out of defects in title should be 
sought from a qualified title insurance company. 

(ii) Existing improvements on the subject property conform to applicable local, state, and federal building codes 
and ordinances, are structurally sound and seismically safe, and have been built and repaired in a workmanlike 
manner according to standard practices; all building systems (mechanical/electrical, HVAC, elevator, plumbing, 
etc.) are in good working order with no major deferred maintenance or repair required; and the roof and 
exterior are in good condition and free from intrusion by the elements.  CBRE has not retained independent 
structural, mechanical, electrical, or civil engineers in connection with this appraisal and, therefore, makes no 
representations relative to the condition of improvements.  CBRE appraisers are not engineers and are not 
qualified to judge matters of an engineering nature, and furthermore structural problems or building system 
problems may not be visible.  It is expressly assumed that any purchaser would, as a precondition to closing a 
sale, obtain a satisfactory engineering report relative to the structural integrity of the property and the integrity 
of building systems.   

(iii) Any proposed improvements, on or off-site, as well as any alterations or repairs considered will be completed in 
a workmanlike manner according to standard practices. 

(iv) Hazardous materials are not present on the subject property.  CBRE is not qualified to detect such substances.  
The presence of substances such as asbestos, urea formaldehyde foam insulation, contaminated groundwater, 
mold, or other potentially hazardous materials may affect the value of the property.   

(v) No mineral deposit or subsurface rights of value exist with respect to the subject property, whether gas, liquid, 
or solid, and no air or development rights of value may be transferred.  CBRE has not considered any rights 
associated with extraction or exploration of any resources, unless otherwise expressly noted in the Report.   

(vi) There are no contemplated public initiatives, governmental development controls, rent controls, or changes in 
the present zoning ordinances or regulations governing use, density, or shape that would significantly affect the 
value of the subject property. 

(vii) All required licenses, certificates of occupancy, consents, or other legislative or administrative authority from any 
local, state, nor national government or private entity or organization have been or can be readily obtained or 
renewed for any use on which the Report is based. 

(viii) The subject property is managed and operated in a prudent and competent manner, neither inefficiently or 
super-efficiently. 

(ix) The subject property and its use, management, and operation are in full compliance with all applicable federal, 
state, and local regulations, laws, and restrictions, including without limitation environmental laws, seismic 
hazards, flight patterns, decibel levels/noise envelopes, fire hazards, hillside ordinances, density, allowable 
uses, building codes, permits, and licenses.   

(x) The subject property is in full compliance with the Americans with Disabilities Act (ADA).  CBRE is not qualified 
to assess the subject property’s compliance with the ADA, notwithstanding any discussion of possible readily 
achievable barrier removal construction items in the Report.  
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(xi) All information regarding the areas and dimensions of the subject property furnished to CBRE are correct, and 
no encroachments exist.  CBRE has neither undertaken any survey of the boundaries of the subject property nor 
reviewed or confirmed the accuracy of any legal description of the subject property.  

Unless otherwise expressly noted in the Report, no issues regarding the foregoing were brought to CBRE’s 
attention, and CBRE has no knowledge of any such facts affecting the subject property.  If any information 
inconsistent with any of the foregoing assumptions is discovered, such information could have a substantial 
negative impact on the Report.  Accordingly, if any such information is subsequently made known to CBRE, CBRE 
reserves the right to amend the Report, which may include the conclusions of the Report.  CBRE assumes no 
responsibility for any conditions regarding the foregoing, or for any expertise or knowledge required to discover 
them.  Any user of the Report is urged to retain an expert in the applicable field(s) for information regarding such 
conditions.   

4. CBRE has assumed that all documents, data and information furnished by or behalf of the client, property owner, 
or owner’s representative are accurate and correct, unless otherwise expressly noted in the Report.  Such data and 
information include, without limitation, numerical street addresses, lot and block numbers, Assessor’s Parcel 
Numbers, land dimensions, square footage area of the land, dimensions of the improvements, gross building 
areas, net rentable areas, usable areas, unit count, room count, rent schedules, income data, historical operating 
expenses, budgets, and related data.  Any error in any of the above could have a substantial impact on the Report.  
Accordingly, if any such errors are subsequently made known to CBRE, CBRE reserves the right to amend the 
Report, which may include the conclusions of the Report.  The client and intended user should carefully review all 
assumptions, data, relevant calculations, and conclusions of the Report and should immediately notify CBRE of any 
questions or errors within 30 days after the date of delivery of the Report.  

5. CBRE assumes no responsibility (including any obligation to procure the same) for any documents, data or 
information not provided to CBRE, including without limitation any termite inspection, survey or occupancy permit.   

6. All furnishings, equipment and business operations have been disregarded with only real property being 
considered in the Report, except as otherwise expressly stated and typically considered part of real property.  

7. Any cash flows included in the analysis are forecasts of estimated future operating characteristics based upon the 
information and assumptions contained within the Report.  Any projections of income, expenses and economic 
conditions utilized in the Report, including such cash flows, should be considered as only estimates of the 
expectations of future income and expenses as of the date of the Report and not predictions of the future.  Actual 
results are affected by a number of factors outside the control of CBRE, including without limitation fluctuating 
economic, market, and property conditions.  Actual results may ultimately differ from these projections, and CBRE 
does not warrant any such projections.     

8. The Report contains professional opinions and is expressly not intended to serve as any warranty, assurance or 
guarantee of any particular value of the subject property.  Other appraisers may reach different conclusions as to 
the value of the subject property.  Furthermore, market value is highly related to exposure time, promotion effort, 
terms, motivation, and conclusions surrounding the offering of the subject property.  The Report is for the sole 
purpose of providing the intended user with CBRE’s independent professional opinion of the value of the subject 
property as of the date of the Report. Accordingly, CBRE shall not be liable for any losses that arise from any 
investment or lending decisions based upon the Report that the client, intended user, or any buyer, seller, investor, 
or lending institution may undertake related to the subject property, and CBRE has not been compensated to 
assume any of these risks. Nothing contained in the Report shall be construed as any direct or indirect 
recommendation of CBRE to buy, sell, hold, or finance the subject property.  

9. No opinion is expressed on matters which may require legal expertise or specialized investigation or knowledge 
beyond that customarily employed by real estate appraisers.  Any user of the Report is advised to retain experts in 
areas that fall outside the scope of the real estate appraisal profession for such matters. 

10. CBRE assumes no responsibility for any costs or consequences arising due to the need, or the lack of need, for 
flood hazard insurance.  An agent for the Federal Flood Insurance Program should be contacted to determine the 
actual need for Flood Hazard Insurance.  

11. Acceptance or use of the Report constitutes full acceptance of these Assumptions and Limiting Conditions and any 
special assumptions set forth in the Report.  It is the responsibility of the user of the Report to read in full, 
comprehend and thus become aware of all such assumptions and limiting conditions.  CBRE assumes no 
responsibility for any situation arising out of the user’s failure to become familiar with and understand the same.   

12. The Report applies to the property as a whole only, and any pro ration or division of the title into fractional 
interests will invalidate such conclusions, unless the Report expressly assumes such pro ration or division of 
interests. 
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13. The allocations of the total value estimate in the Report between land and improvements apply only to the existing 
use of the subject property.  The allocations of values for each of the land and improvements are not intended to 
be used with any other property or appraisal and are not valid for any such use. 

14. The maps, plats, sketches, graphs, photographs, and exhibits included in this Report are for illustration purposes 
only and shall be utilized only to assist in visualizing matters discussed in the Report.  No such items shall be 
removed, reproduced, or used apart from the Report. 

15. The Report shall not be duplicated or provided to any unintended users in whole or in part without the written 
consent of CBRE, which consent CBRE may withhold in its sole discretion.  Exempt from this restriction is 
duplication for the internal use of the intended user and its attorneys, accountants, or advisors for the sole benefit 
of the intended user.  Also exempt from this restriction is transmission of the Report pursuant to any requirement of 
any court, governmental authority, or regulatory agency having jurisdiction over the intended user, provided that 
the Report and its contents shall not be published, in whole or in part, in any public document without the written 
consent of CBRE, which consent CBRE may withhold in its sole discretion.  Finally, the Report shall not be made 
available to the public or otherwise used in any offering of the property or any security, as defined by applicable 
law. Any unintended user who may possess the Report is advised that it shall not rely upon the Report or its 
conclusions and that it should rely on its own appraisers, advisors and other consultants for any decision in 
connection with the subject property.  CBRE shall have no liability or responsibility to any such unintended user. 
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Sale Land - Industrial No. 1
Property Name 10.10 AC of Industrial Land

Address 3099 Centerpointe East Drive
Prescott, AZ 86301
United States

Government Tax Agency Yavapai

Govt./Tax ID 103-01-032C

Site/Government Regulations

Acres Square feet
Land Area Net 10.100 439,956

Land Area Gross N/A N/A

Site Development Status Raw
Shape Irregular
Topography Generally Level
Utilities Nearby

Maximum FAR N/A
Min Land to Bldg Ratio N/A

Maximum Density N/A

Frontage Distance/Street 394 ft Side Road
Frontage Distance/Street 361 ft Centerpoint East Drive

General Plan N/A
Specific Plan N/A
Zoning IL (Industrial Light)

Entitlement Status N/A

Sale Summary

Recorded Buyer Vrooman Sharon L Trust Marketing Time N/A
True Buyer N/A Buyer Type N/A
Recorded Seller Ottmann Storage Properties LLC Seller Type N/A
True Seller N/A Primary Verification Listing Broker

Interest Transferred Fee Simple/Freehold Type Sale
Current Use Vacant Land Date 2/28/2018
Proposed Use Industrial Sale Price $1,500,000
Listing Broker Leann Carver with Bella Terra Realty LLC 

(928) 777-0300
Financing All Cash

Selling Broker N/A Cash Equivalent $1,500,000
Doc # 2018-0009923 Capital Adjustment $0

Adjusted Price $1,500,000

Transaction Summary plus Five-Year CBRE View History
Transaction Date Transaction Type Buyer Seller Price Price/ac and /sf

02/2018 Sale Vrooman Sharon L Trust Ottmann Storage 
Properties LLC

$1,500,000 $148,515 / $3.41
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Sale Land - Industrial No. 1
Units of Comparison

$3.41  / sf N/A  / Unit

$148,514.85  / ac N/A / Allowable Bldg. Units

N/A / Building Area

Financial

No information recorded

Map & Comments

This transaction involved 10.10 acres of industrial land, zoned IL (Industrial Light) that is located at the 
corner of Centerpointe East Drive and Side Road in Prescott, Arizona. The land sold for $1,500,000, or 
$148,514.85 per acre, on February 28, 2018.
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Sale Land - Industrial No. 2
Property Name Commercial/Industrial Land

Address 2700 Huntington Drive
Flagstaff, AZ 86004
United States

Government Tax Agency Coconino

Govt./Tax ID 107-12-009E

Site/Government Regulations

Acres Square feet
Land Area Net 3.670 159,865

Land Area Gross N/A N/A

Site Development Status Raw
Shape Rectangular
Topography Generally Level
Utilities All necessary

Maximum FAR N/A
Min Land to Bldg Ratio N/A

Maximum Density N/A

Frontage Distance/Street 348 ft Huntington Drive

General Plan N/A
Specific Plan N/A
Zoning LI, Limited Industrial

Entitlement Status N/A

Sale Summary

Recorded Buyer Lloyds Property Holdings, LLC Marketing Time 128 Month(s)
True Buyer N/A Buyer Type Private Investor
Recorded Seller BC Exchange Accommodation Seller Type Private Investor
True Seller Ray Segerman Primary Verification Hilton Harris, Hilton Harris Real Estate

Interest Transferred Fee Simple/Freehold Type Sale
Current Use N/A Date 7/20/2018
Proposed Use N/A Sale Price $1,095,000
Listing Broker Hilton Harris, Hilton Harris Real Estate, 928-

779-3600
Financing Cash to Seller

Selling Broker N/A Cash Equivalent $950,000
Doc # NA Capital Adjustment $0

Adjusted Price $950,000

Transaction Summary plus Five-Year CBRE View History
Transaction Date Transaction Type Buyer Seller Price Price/ac and /sf

07/2018 Sale Lloyds Property Holdings, 
LLC

BC Exchange 
Accommodation

$1,095,000 $258,856 / $5.94
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Sale Land - Industrial No. 2
Units of Comparison

$5.94  / sf N/A  / Unit

$258,855.59  / ac N/A / Allowable Bldg. Units

N/A / Building Area

Financial

No information recorded

Map & Comments

This 3.66-acre commercial/industrial site is located on East Huntington Drive, a secondary arterial, across 
from a Super Walmart in a business district northwest of the 4th Street interchange with Interstate-40.  
Adjoining uses include industrial uses including an equipment company and a moving company.  The site 
backs the rail line, but does not have rail service.  The site is advertised as excellent for business park, 
mini-warehouse, light industrial uses, vet clinic, trade or charter school, manufacturing, or warehousing.  
Retail, restaurant or other commercial uses would require a use permit.  The property was listed for 
$1,095,000 or $6.87 per square foot.  The property was purchased in July 2018 for $950,000 or $5.94 
per square foot.
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Sale Land - Industrial No. 3
Property Name Vacant Industrial Land

Address 13833 Old Route 66
Bellemont, AZ 86015
United States

Government Tax Agency Coconino

Govt./Tax ID 204-40-013

Site/Government Regulations

Acres Square feet
Land Area Net 4.990 217,364

Land Area Gross N/A N/A

Site Development Status Raw
Shape Rectangular
Topography Generally Level
Utilities All to site

Maximum FAR N/A
Min Land to Bldg Ratio N/A

Maximum Density N/A

Frontage Distance/Street 0 ft Old Route 66

General Plan N/A
Specific Plan N/A
Zoning IL-10,000 - Light Industrial (Coconino County)

Entitlement Status N/A

Sale Summary

Recorded Buyer Brian Johnson Marketing Time N/A
True Buyer N/A Buyer Type End User
Recorded Seller Francisco Gabaldon Seller Type End User
True Seller N/A Primary Verification Coconino County Assessor

Interest Transferred Fee Simple/Freehold Type Sale
Current Use N/A Date 4/1/2019
Proposed Use N/A Sale Price $250,000
Listing Broker N/A Financing All Cash
Selling Broker N/A Cash Equivalent $250,000
Doc # 3840819 Capital Adjustment $0

Adjusted Price $250,000

Transaction Summary plus Five-Year CBRE View History
Transaction Date Transaction Type Buyer Seller Price Price/ac and /sf

04/2019 Sale Brian Johnson Francisco Gabaldon $250,000 $50,100 / $1.15
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Sale Land - Industrial No. 3
Units of Comparison

$1.15  / sf N/A  / Unit

$50,100.20  / ac N/A / Allowable Bldg. Units

N/A / Building Area

Financial

No information recorded

Map & Comments

This comparable represents the sale of a 5-acre vacant site located at 13833 Old Route 66 in Bellemont, 
Arizona, a small suburb located just outside of Flagstaff. The site does not have road frontage but is 
located one parcel back.  The site was purchased by the owner of the site in front that has frontage along 
Old Route 66.   The site is raw vacant land.  The site was purchased in April 2019 for $250,000 or $1.15 
per square foot.  For reference, the buyer had purchased the 5-acre parcel in front of this site in 
September 2017 for $445,000 or $2.05 per square foot.  Thus, given the front parcel's frontage, this sale 
was considered to be arms length.  The site is adjacent to railroad tracks but does not have current 
access.
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Sale Land - Industrial No. 4
Property Name 10-Acre Vacant Land

Address 4295 West Route 66
Flagstaff, AZ 86001
United States

Government Tax Agency Coconino

Govt./Tax ID 116-04-016

Site/Government Regulations

Acres Square feet
Land Area Net 10.000 435,600

Land Area Gross N/A N/A

Site Development Status Raw
Shape Rectangular
Topography Generally Level
Utilities Proximity to site

Maximum FAR N/A
Min Land to Bldg Ratio N/A

Maximum Density N/A

Frontage Distance/Street 830 ft Route 66

General Plan Industrial
Specific Plan Religious Facility - Church
Zoning G, General - Coconino County

Entitlement Status N/A

Sale Summary

Recorded Buyer Grace Community Baptist Church Marketing Time 9 Month(s)
True Buyer Mark Smith Buyer Type End User
Recorded Seller N&J Properties VII LLC Seller Type Private Investor
True Seller Joe & Nancy Schmieder Primary Verification Listing Broker - Da Vinci Realty

Interest Transferred Fee Simple/Freehold Type Sale
Current Use Vacant Land Date 10/25/2019
Proposed Use Religious Facility - Church Sale Price $1,400,000
Listing Broker Mark T. Belsanti, CCIM (928) 254-1770 Financing Cash to Seller
Selling Broker N/A Cash Equivalent $1,400,000
Doc # 2019-3856302 Capital Adjustment $0

Adjusted Price $1,400,000

Transaction Summary plus Five-Year CBRE View History
Transaction Date Transaction Type Buyer Seller Price Price/ac and /sf

10/2019 Sale Grace Community Baptist 
Church

N&J Properties VII LLC $1,400,000 $140,000 / $3.21
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Sale Land - Industrial No. 4
Units of Comparison

$3.21  / sf N/A  / Unit

$140,000.00  / ac N/A / Allowable Bldg. Units

N/A / Building Area

Map & Comments

This comparable represents a 10-acre vacant land parcel at 4295 West Route 66, in Flagstaff, Arizona.  
The site is zoned general by Coconino County with a land use plan for industrial use.  The property sold 
on October 25, 2019 for a purchase price of $1,400,000, or $3.21 per square foot.  The buyer plans to 
build a church on the site.
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Sale Industrial - Manufacturing / Factory No. 1
Property Name Former La-Z-Boy Manufacturing Facility

Address 350 West 1000 North
Tremonton, UT 84337
United States

Government Tax Agency Box Elder

Govt./Tax ID 06-061-0016, 06-061-0040

Site/Government Regulations

Acres Square feet
Land Area Net 48.990 2,134,004

Land Area Gross 48.990 2,134,004

Site Development Status Semi-Finished
Shape Rectangular
Topography Generally Level
Utilities Available

Maximum Floor Area N/A
Min Land to Bldg Ratio N/A

Actual Land to Bldg Ratio 3.16:1

Zoning I

General Plan N/A

Improvements

Gross Building Area 675,000 sf Floor Count 1
Gross Building Area (GBA) 675,000 sf Parking Type Open Asphalt
Usable Area N/A Parking Ratio 0.00/1,000 sf
Status Existing Condition Average
Occupancy Type Multi-tenant Exterior Finish Masonry
Year  Built 1978 Investment Class C
Year Renovated N/A Number of Buildings 1
% Office 5% Fire Protection No
% AC 5% Rail Access None
Clear Ceiling Height 14 - 22 ft Column Spacing N/A

Loading 55 loading docks

Sale Summary

Recorded Buyer Tremonton Warehouse, LLC Marketing Time N/A
True Buyer William Perry Buyer Type Private Investor
Recorded Seller MPI Group, LLC Seller Type End User
True Seller Malouf Sleep Products Primary Verification Listing Agent

Interest Transferred Leased Fee Type Sale
Current Use Industrial Date 2/28/2018
Proposed Use Continued Use Sale Price $9,500,000
Listing Broker Sames Merrill - 801.869.8000 Financing Market Rate Financing
Selling Broker None Cash Equivalent $9,500,000
Doc # 381103 Capital Adjustment $0

Adjusted Price $9,500,000
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Sale Industrial - Manufacturing / Factory No. 1
Transaction Summary plus Five-Year CBRE View History
Transaction Date Transaction Type Buyer Seller Price Cash Equivalent Price/sf

02/2018 Sale Tremonton Warehouse, 
LLC

MPI Group, LLC $9,500,000 $14.07

Units of Comparison

Static Analysis Method Trailing Actuals Eff Gross Inc Mult (EGIM) N/A
Buyer's Primary Analysis Static Capitalization Analysis Op Exp Ratio (OER) N/A
Net Initial Yield/Cap. Rate 10.50% Adjusted Price / sf $14.07
Projected IRR N/A Wtd. Avg. Lease Expiry N/A

Actual Occupancy at Sale 100%

Financial

Revenue Type
Trailing 
Actuals

Period Ending 12/31/2017
Source Broker
Price $9,500,000
Potential Gross Income N/A
Economic Occupancy N/A
Economic Loss N/A
Effective Gross Income N/A
Expenses N/A
Net Operating Income $997,500
NOI / sf $1.48
NOI / Unit N/A
EGIM N/A
OER N/A
Net Initial Yield/Cap. Rate 10.50%

Map & Comments

This comparable was originally utilized as a manufacturing facility for La-Z-Boy but functions primarily as 
office/warehouse/storage at the current time. The improvements were constructed in 1978 and were 
reportedly in average overall condition with no reported deferred maintenance.  However, the building 
suffers from functional obsolescence due to relatively low clear height of 14' throughout much of the 
warehouse.  The property sold in February 2018 for $9,500,000 or $14.07/SF of building area.  At the 
time of sale, the property was partially owner occupied by Malouf Sleep Products with OrbitalATK leasing 
280K SF and one other smaller tenant.  Malouf leased back their portion of the building at a rental rate 
of $1.80/SF, NNN, which is consistent with the other leases in the property.  Orbital ATK is a subsidiary 
of Northrop Grumman.  The listing broker reported an OAR of 10.5%, which was heavily influenced 
upward by OrbitalATK's lease termination option allowing them to terminate at any time with 6 months 
notice.
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Sale Industrial - Manufacturing / Factory No. 2
Property Name Forest Lane Industrial

Address 4030 Forest Lane
Garland, TX 75042
United States

Government Tax Agency Dallas

Govt./Tax ID 26615700010010000

Site/Government Regulations

Acres Square feet
Land Area Net 47.267 2,058,951

Land Area Gross 47.267 2,058,951

Site Development Status Finished
Shape Irregular
Topography Level, At Street Grade
Utilities All Available

Maximum Floor Area N/A
Min Land to Bldg Ratio N/A

Actual Land to Bldg Ratio 3.09:1

Frontage Distance/Street 1,230 ft Forest Ln

Zoning IN, Industrial

General Plan N/A

Improvements

Gross Building Area 666,160 sf Floor Count N/A
Net Rentable Area (NRA) 666,160 sf Parking Type Surface
Usable Area N/A Parking Ratio 1.19/1,000 sf
Status Existing Condition Average
Occupancy Type Multi-tenant Exterior Finish Metal
Year  Built 1960 Investment Class B
Year Renovated 2015 Number of Buildings 6
% Office 5% Fire Protection Yes
% AC 5% Rail Access No
Clear Ceiling Height 25 - 40 ft Column Spacing 50 ft

Loading 40 D, 18 GL

Sale Summary

Recorded Buyer Fort Capital Marketing Time N/A
True Buyer N/A Buyer Type Corporation
Recorded Seller TRBP Limited Seller Type Corporation
True Seller N/A Primary Verification Buyer

Interest Transferred Leased Fee Type Sale
Current Use N/A Date 6/26/2018
Proposed Use N/A Sale Price $15,950,000
Listing Broker N/A Financing Cash to Seller
Selling Broker N/A Cash Equivalent $15,950,000
Doc # 201800168121 Capital Adjustment $125,000

Adjusted Price $16,075,000
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Sale Industrial - Manufacturing / Factory No. 2
Transaction Summary plus Five-Year CBRE View History
Transaction Date Transaction Type Buyer Seller Price Cash Equivalent Price/sf

06/2018 Sale Fort Capital TRBP Limited $15,950,000 $23.94
10/2014 Sale TRBP Limited SST Truck Company $8,300,000 $12.18

Units of Comparison

Static Analysis Method Pro Forma (Stabilized) Eff Gross Inc Mult (EGIM) 6.05
Buyer's Primary Analysis Static and Yield Capitalization Analyses Op Exp Ratio (OER) 38.39%
Net Initial Yield/Cap. Rate 10.18% Adjusted Price / sf $24.13
Projected IRR N/A Wtd. Avg. Lease Expiry N/A

Actual Occupancy at Sale 90%

Financial

Revenue Type
Pro Forma 
Stabilized

Period Ending 6/4/2019
Source Appraiser
Price $16,075,000
Potential Gross Income $2,951,140
Economic Occupancy 90%
Economic Loss $295,114
Effective Gross Income $2,656,026
Expenses $1,019,701
Net Operating Income $1,636,325
NOI / sf $2.46
NOI / Unit N/A
EGIM 6.05
OER 38.39%
Net Initial Yield/Cap. Rate 10.18%

Map & Comments

This comparable represents a 666,160-square foot warehouse/distribution center located at 4030-4040 
Forest Lane in Garland, Texas. The metal warehouse improvements were constructed in phases from 
1960-1970 and 2001 with a significant renovation in 2015 converting the property from a single-tenant 
metal warehouse building to its current multi-tenant industrial use.  The property has a land-to-building 
ratio of 3.09 to 1 and features clear height ranging from 25 to 40 feet, 4.8% office finish, and both dock 
high and grade level loading configuration. The property sold in June 2018 for $15,950,000 or $23.94 
per square foot. Reportedly, there was $125,000 in deferred maintenance at the property, which results 
in an adjusted sale price of $16,075,000.  Pro forma net operating income at the time of sale was $2.46 
per square foot, for an OAR of 10.18%.  The pro forma OAR included a 10% vacancy allowance.  The 
property was 89.6% occupied by four tenants at the time of the sale with an average remaining lease 
term of 31 months.  At Home leased 83.4% of the building and had a credit rating of B+ by Standard & 
Poor's.
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Sale Industrial - Manufacturing / Factory No. 3
Property Name PPC Flexible Packaging

Address 213 Temkin Way
Payson, UT 84651
United States

Government Tax Agency N/A

Govt./Tax ID 49-281-0020

Site/Government Regulations

Acres Square feet
Land Area Net 22.120 963,547

Land Area Gross 22.120 963,547

Site Development Status Finished
Shape Irregular
Topography Level, At Street Grade
Utilities All public to site

Maximum Floor Area N/A
Min Land to Bldg Ratio N/A

Actual Land to Bldg Ratio 2.54:1

Frontage Distance/Street 850 ft Interstate 15
Frontage Distance/Street 1,650 ft Tempkin Way

Zoning I, Industrial

General Plan N/A

Improvements

Gross Building Area 379,627 sf Floor Count 1
Gross Building Area (GBA) 379,627 sf Parking Type Open
Usable Area N/A Parking Ratio 0.63/1,000 sf
Status Existing Condition Average
Occupancy Type Single Tenant Exterior Finish Metal
Year  Built 1997 Investment Class B
Year Renovated N/A Number of Buildings 1
% Office 2% Fire Protection Yes
% AC 2% Rail Access N/A
Clear Ceiling Height 19 - 37 ft Column Spacing N/A

Loading 3 Ground Level; 16 Dock High

Sale Summary

Recorded Buyer NM PPC, LLC Marketing Time N/A
True Buyer N/A Buyer Type N/A
Recorded Seller PPC Flexible Packaging Seller Type N/A
True Seller N/A Primary Verification Press release, CBRE internal process, 

Costar

Interest Transferred Leased Fee Type Sale
Current Use Industrial Date 11/2/2018
Proposed Use Industrial Sale Price $25,308,467
Listing Broker N/A Financing Cash to Seller
Selling Broker N/A Cash Equivalent $25,308,467
Doc # 112575 Capital Adjustment $0

Adjusted Price $25,308,467

© 2021 CBRE, Inc. 



Sale Industrial - Manufacturing / Factory No. 3
Transaction Summary plus Five-Year CBRE View History
Transaction Date Transaction Type Buyer Seller Price Cash Equivalent Price/sf

11/2018 Sale NM PPC, LLC PPC Flexible Packaging $25,308,467 $66.67

Units of Comparison

Static Analysis Method Trailing Actuals Eff Gross Inc Mult (EGIM) N/A
Buyer's Primary Analysis Static Capitalization Analysis Op Exp Ratio (OER) N/A
Net Initial Yield/Cap. Rate 7.18% Adjusted Price / sf $66.67
Projected IRR N/A Wtd. Avg. Lease Expiry N/A

Actual Occupancy at Sale 100%

Financial

Revenue Type
Trailing 
Actuals

Period Ending N/A
Source N/A
Price $25,308,467
Potential Gross Income N/A
Economic Occupancy N/A
Economic Loss N/A
Effective Gross Income N/A
Expenses N/A
Net Operating Income $1,817,147
NOI / sf $4.79
NOI / Unit N/A
EGIM N/A
OER N/A
Net Initial Yield/Cap. Rate 7.18%

Map & Comments

Sale leaseback that reportedly traded at a 7.18% cap rate.  The cap rate was taken from Costar. The sale 
was part of a portfolio transaction with a 94,672 SF property in Georgia that was purchased for 
$3,891,600.
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Sale Industrial - Manufacturing / Factory No. 4
Property Name Hoffmaster Group Facility - Oshkosh

Address 2920 North Main Street
Oshkosh, WI 54901
United States

Government Tax Agency Winnebago

Govt./Tax ID 1519600600

Site/Government Regulations

Acres Square feet
Land Area Net 41.869 1,823,794

Land Area Gross 41.869 1,823,794

Site Development Status Finished
Shape Irregular
Topography Generally Level
Utilities All Municipal

Maximum Floor Area N/A
Min Land to Bldg Ratio N/A

Actual Land to Bldg Ratio 3.72:1

Frontage Distance/Street 1,261 ft North Main Street
Frontage Distance/Street 738 ft East Fernau Avenue

Zoning HI, Heavy Industrial

General Plan N/A

Improvements

Gross Building Area 490,824 sf Floor Count 1
Gross Building Area (GBA) 490,824 sf Parking Type Surface
Usable Area N/A Parking Ratio 0.89/1,000 sf
Status Existing Condition Average
Occupancy Type Single Tenant Exterior Finish N/A
Year  Built 1971 Investment Class N/A
Year Renovated 1990 Number of Buildings 1
% Office 8% Fire Protection 100%, Wet
% AC 8% Rail Access None
Clear Ceiling Height 22 - 32 ft Column Spacing N/A

Loading 16 Ext. Docks, 3 Int. Docks, 1 Grade 
level

Sale Summary

Recorded Buyer Tempus Oshkosh, LLC Marketing Time N/A
True Buyer Tempus Realty Partners Buyer Type Private Investor
Recorded Seller Hoffmaster Group, Inc. Seller Type End User
True Seller Wellspring Capital Management Primary Verification Contract, Broker

Interest Transferred Leased Fee Type Sale
Current Use Manufacturing Date 9/25/2020
Proposed Use Manufacturing Sale Price $23,750,000
Listing Broker CBRE Financing Cash to Seller
Selling Broker N/A Cash Equivalent $23,750,000
Doc # 1829772 Capital Adjustment $0

Adjusted Price $23,750,000

© 2021 CBRE, Inc. 



Sale Industrial - Manufacturing / Factory No. 4
Transaction Summary plus Five-Year CBRE View History
Transaction Date Transaction Type Buyer Seller Price Cash Equivalent Price/sf

09/2020 Sale Tempus Oshkosh, LLC Hoffmaster Group, Inc. $23,750,000 $48.39

Units of Comparison

Static Analysis Method Pro Forma (Stabilized) Eff Gross Inc Mult (EGIM) 11.23
Buyer's Primary Analysis Static Capitalization Analysis Op Exp Ratio (OER) 0.00%
Net Initial Yield/Cap. Rate 8.90% Adjusted Price / sf $48.39
Projected IRR N/A Wtd. Avg. Lease Expiry 180

Actual Occupancy at Sale 100%

Financial

Revenue Type
Pro Forma 
Stabilized

Period Ending N/A
Source Broker
Price $23,750,000
Potential Gross Income $2,114,000
Economic Occupancy 100%
Economic Loss $0
Effective Gross Income $2,114,000
Expenses $0
Net Operating Income $2,114,000
NOI / sf $4.31
NOI / Unit N/A
EGIM 11.23
OER 0.00%
Net Initial Yield/Cap. Rate 8.90%

Map & Comments

This comparable transaction represents the sale\leaseback of a 490,824-square foot industrial 
(manufacturing) facility located at 2920 North Main Street in the City of Oshkosh, Winnebago County, 
Wisconsin.  The improvements were constructed in multiple stages over time from 1971 to 1990 and are 
situated on a 41.87-acre site.  The clear ceiling height of the improvements ranges from 22 to 32 feet 
and the office finish approximates 8.1% of the total floor area.  The property sold in a sale\leaseback 
transaction with a 15-year lease to the Hoffmaster Group, Inc., a private unrated company owned by 
private equity firm Wellspring Capital Management.  The transaction sold September 25, 2020 for 
$23,750,000 or $48.39 per square foot and representing an 8.90% overall capitalization rate on first 
year income with no deductions for operating expenses, vacancy, collection or reserves.
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Sale Industrial - Manufacturing / Factory No. 5
Property Name Fritz Industries

Address 7121 Shelby Avenue
Greenville, TX 75402
United States

Government Tax Agency Hunt

Govt./Tax ID Multiple

Site/Government Regulations

Acres Square feet
Land Area Net 98.279 4,281,033

Land Area Gross 98.279 4,281,033

Site Development Status Finished
Shape Irregular
Topography Generally Level
Utilities All available

Maximum Floor Area N/A
Min Land to Bldg Ratio N/A

Actual Land to Bldg Ratio 4.15:1

Frontage Distance/Street 1,670 ft Shelby Ave.
Frontage Distance/Street 1,985 ft State Highway 66
Frontage Distance/Street 290 ft Spur 1570

Zoning I-1, Light Industrial

General Plan N/A

Improvements

Gross Building Area 1,031,746 sf Floor Count 1
Gross Building Area (GBA) 1,031,746 sf Parking Type Open
Usable Area N/A Parking Ratio 1.06/1,000 sf
Status Existing Condition Average
Occupancy Type Multi-tenant Exterior Finish Concrete
Year  Built 1979 Investment Class B
Year Renovated N/A Number of Buildings 1
% Office 3% Fire Protection 100%
% AC 3% Rail Access Yes
Clear Ceiling Height 32 - 36 ft Column Spacing N/A

Loading 85 DH, 5 GL, & 4 Rail

Sale Summary

Recorded Buyer Shelby 7121 Partnership LLC Marketing Time N/A
True Buyer EPM Partners Buyer Type Private Investor
Recorded Seller Fritz Industries, Inc. Seller Type End User
True Seller Fritz Industries, Inc. Primary Verification Broker/PSA

Interest Transferred Leased Fee Type Sale
Current Use Industrial Date 12/28/2020
Proposed Use Industrial Sale Price $23,600,000
Listing Broker Binswanger Financing Cash to Seller
Selling Broker N/A Cash Equivalent $23,600,000
Doc # 2020-23023 Capital Adjustment $8,065,545

Adjusted Price $31,665,545
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Sale Industrial - Manufacturing / Factory No. 5
Transaction Summary plus Five-Year CBRE View History
Transaction Date Transaction Type Buyer Seller Price Cash Equivalent Price/sf

12/2020 Sale Shelby 7121 Partnership 
LLC

Fritz Industries, Inc. $23,600,000 $22.87

Units of Comparison

Static Analysis Method Pro Forma (Stabilized) Eff Gross Inc Mult (EGIM) 8.98
Buyer's Primary Analysis Static Capitalization Analysis Op Exp Ratio (OER) 20.69%
Net Initial Yield/Cap. Rate 8.83% Adjusted Price / sf $30.69
Projected IRR N/A Wtd. Avg. Lease Expiry N/A

Actual Occupancy at Sale 59%

Financial

Revenue Type
Pro Forma 
Stabilized

Period Ending N/A
Source Appraiser
Price $31,665,545
Potential Gross Income $3,711,351
Economic Occupancy 95%
Economic Loss $185,568
Effective Gross Income $3,525,783
Expenses $729,605
Net Operating Income $2,796,178
NOI / sf $2.71
NOI / Unit N/A
EGIM 8.98
OER 20.69%
Net Initial Yield/Cap. Rate 8.83%

Map & Comments

This comparable represents a 1,031,746-square foot industrial manufacturing and distribution facility at 
7121 Shelby Avenue, Greenville, Texas. The concrete improvement was constructed in 1979 and 
expanded in phases through 1999 at a land-to-building ratio of 4.15 to 1 and features a 32 to 36-foot 
clear height range, functional dock-high loading, 2.9% office finish, rail access, heavy power, and crane-
ways. The property was 59.2% occupied at the date of the sale leaseback to Fritz Industries, Inc (seller).  
As part of the sale leaseback transaction, Fritz Industries, Inc. leased 418,482 square feet that 
commenced in December 2020 for a 15.0-year term at a base rate of $3.15 per square foot, NNN, with 
2.0% annual bumps. No TI allowance or free rent was provided with the lease; however, the lease 
included a landlord lease termination clause where the landlord can terminate the tenant's lease with a 
180-day notice and payment of a $500,000 lease termination fee to the tenant. Although Fritz Industries' 
lease was for a 15-year term, the buyer planned to market the entire property to lease to a single-tenant 
and terminate the Fritz Industries' lease as well as four other smaller tenants on short-term leases upon 
finding a single tenant to lease the entire facility.  The property sold in December 2020 for $23,600,000 
or $22.87 per square foot.  Based on a projected 27-month lease-up for the property to achieve 
stabilized operations being leased to a single-tenant and terminating existing leases at the property, 
stabilization costs were estimated at $8,065,545.  Thus, the adjusted sale price on a stabilized basis is 
$31,665,545 or $30.69 per square foot.  The pro forma net operating income based on market terms 
and including a 5% vacancy/credit loss factor was estimated at $2.71 per square foot and the pro forma 
stabilized OAR was 8.83%.
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Comparable Industrial - Manufacturing / Factory No. 1
Property Name Forest Lane Industrial

Address 4030 Forest Lane
Garland, TX 75042
United States

Government Tax Agency Dallas

Govt./Tax ID 26615700010010000

Site/Government Regulations

Acres Square feet
Land Area Net 47.267 2,058,951

Land Area Gross 47.267 2,058,951

Site Development Status Finished
Shape Irregular
Topography Level, At Street Grade
Utilities All Available

Maximum Floor Area N/A
Min Land to Bldg Ratio N/A

Actual Land to Bldg Ratio 3.09:1

Frontage Distance/Street 1,230 ft Forest Ln

Zoning IN, Industrial

General Plan N/A

Improvements

Gross Building Area 666,160 sf Floor Count 1
Gross Building Area (GBA) 666,160 sf Parking Type Surface
Usable Area N/A Parking Ratio 1.19/1,000 sf
Status Existing Condition Average
Occupancy Type Multi-tenant Exterior Finish Metal
Year  Built 1960 Investment Class C
Year Renovated 2015 Number of Buildings 6
% Office 4.83% Fire Sprinkler System Yes
% AC 4.83% Rail Access No
Clear Ceiling Height 25 - 40 ft Column Spacing 50 ft

Loading 40 DH, 18 GL

Contact

Recorded Owner N/A Leasing Agent N/A

True Owner N/A Company N/A

Rental Survey
Occupancy 99% Tenant Size 10,100 - 555,321 sf
Reimbursements NNN Lease Term 36 - 62 Mo(s).
Rent Changes/Steps 2%/Yr Annual Base Rent $2.75 - $6.37 per sf
Survey Date 08/2019 Free Rent 0 Mo(s).
Survey Notes N/A TI Allowance $0.00 per sf

Reimbursement Amount N/A

Total Oper. & Fixed Exp. N/A
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Comparable Industrial - Manufacturing / Factory No. 1
Actual Leases

Tenant Name
Tenancy 
Use Type Size (sf)

Term 
(Mo.)

Type of 
Lease Start Date

Annual 
Base 

Rate per 
sf Reimbs.

Rent Changes / 
Steps

Free 
Rent
(Mo.)

TI 
Allowance 

per sf
At Home Industrial 555,321 36 Renewal 1/1/2018 $2.75 NNN None 0 $0.00

Map & Comments

This comparable represents a 666,160-square foot warehouse/distribution center located at 4030-4040 
Forest Lane in Garland, Texas.  The metal building was constructed in phases from 1960-1970 and 2001 
with a significant renovation to convert the building from a single-tenant manufacturing facility to a 
multi-tenant warehouse/distribution facility.  The property features clear heights ranging from 25 to 40 
feet and a combination of dock high and grade level loading.  The property is currently 99.2% occupied. 
At Home signed a lease renewal for 555,321 square feet, which commenced in January 2018 at a base 
rate of $2.75 per square foot, NNN, with no annual rent bumps over the 36-month term. No TI 
allowance was provided and free rent concessions were unknown.
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Comparable Industrial - WH / Distribution / Logistics No. 2
Property Name Unilever Warehouse

Address 201 Sunridge Boulevard
Wilmer, TX 75172
United States

Government Tax Agency Dallas

Govt./Tax ID 540151500C0010000, 540151500C0010100

Site/Government Regulations

Acres Square feet
Land Area Net 53.350 2,323,926

Land Area Gross 53.350 2,323,926

Site Development Status Finished
Shape Rectangular
Topography Generally Level
Utilities All available

Maximum Floor Area N/A
Min Land to Bldg Ratio N/A

Actual Land to Bldg Ratio 2.83:1

Zoning N/A

General Plan N/A

Improvements

Gross Building Area 822,550 sf Floor Count 1
Gross Building Area (GBA) 822,550 sf Parking Type Surface
Usable Area N/A Parking Ratio 0.00/1,000 sf
Status Existing Condition Good
Occupancy Type Single Tenant Exterior Finish Tilt-up Concrete
Year  Built 2008 Investment Class A
Year Renovated N/A Number of Buildings 1
% Office 1.00% Fire Sprinkler System Yes
% AC 1.00% Rail Access None
Clear Ceiling Height 30 ft Column Spacing N/A

Loading Cross-dock

Contact

Recorded Owner Granite I 201 Sunridge LLC Leasing Agent Stephen Koldyke

True Owner Granite REIT Company CBRE

Rental Survey
Occupancy 100% Tenant Size 822,550 sf
Reimbursements NNN Lease Term 120 Mo(s).
Rent Changes/Steps 1.75%/year Annual Base Rent $2.70 per sf
Survey Date 12/2020 Free Rent 9 Mo(s).
Survey Notes N/A TI Allowance $0.50 per sf

Reimbursement Amount N/A

Total Oper. & Fixed Exp. N/A
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Comparable Industrial - WH / Distribution / Logistics No. 2
Actual Leases

Tenant Name
Tenancy 
Use Type Size (sf)

Term 
(Mo.)

Type of 
Lease Start Date

Annual 
Base 

Rate per 
sf Reimbs.

Rent Changes / 
Steps

Free 
Rent
(Mo.)

TI 
Allowance 

per sf
Unilever Industrial 822,550 120 Renewal 9/1/2018 $2.70 NNN 1.75%/year 9 $0.50

Map & Comments

This comparable represents a 822,550-square foot distribution warehouse located at 201 Sunridge 
Boulevard in Wilmer, TX.  The tilt-up improvement was constructed in 2008 at a land-to-building ratio of 
2.83 to 1 and features a 30-foot clear height, 1% office finish, and cross-dock configuration.  The 
Unilever lease commenced in September 2018 for a 120-month term at a base rate of $2.70 per square 
foot.  The lease included 9 months free rent, a TI allowance of $0.50 per square foot, and annual 1.75% 
escalations.

© 2021 CBRE, Inc. 



Comparable Industrial - Manufacturing / Factory No. 3
Property Name Detroit Chassis Building

Address 6501 Lynch Road
Detroit, MI 48234
United States

Government Tax Agency Wayne

Govt./Tax ID N/A

Site/Government Regulations

Acres Square feet
Land Area Net 33.050 1,439,658

Land Area Gross N/A N/A

Site Development Status Semi-Finished
Shape Irregular
Topography Generally Level
Utilities All Available

Maximum Floor Area N/A
Min Land to Bldg Ratio N/A

Actual Land to Bldg Ratio 6.60:1

Zoning M-4, Intensive Industrial District

General Plan N/A

Improvements

Gross Building Area 218,188 sf Floor Count 1
Gross Building Area (GBA) 218,188 sf Parking Type Open
Usable Area N/A Parking Ratio 0.00/1,000 sf
Status Existing Condition Good
Occupancy Type Single Tenant Exterior Finish Metal
Year  Built 1999 Investment Class N/A
Year Renovated N/A Number of Buildings 1
% Office 4.20% Fire Sprinkler System Yes
% AC 4.20% Rail Access Yes
Clear Ceiling Height 24 ft Column Spacing N/A

Loading 9 Docks/9 Grade Doors

Contact

Recorded Owner N/A Leasing Agent N/A

True Owner N/A Company N/A

Rental Survey
Occupancy 100% Tenant Size 218,188 sf
Reimbursements NNN Lease Term 65 Mo(s).
Rent Changes/Steps 2% Annual Base Rent $4.85 per sf
Survey Date 01/2019 Free Rent N/A
Survey Notes N/A TI Allowance N/A

Reimbursement Amount N/A

Total Oper. & Fixed Exp. N/A
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Comparable Industrial - Manufacturing / Factory No. 3
Actual Leases

Tenant Name
Tenancy 
Use Type Size (sf)

Term 
(Mo.)

Type of 
Lease Start Date

Annual 
Base 

Rate per 
sf Reimbs.

Rent Changes / 
Steps

Free 
Rent
(Mo.)

TI 
Allowance 

per sf
Detroit Chassis Industrial 218,188 65 Renewal 1/9/2019 $4.85 NNN 2% 0 $0.00

Map & Comments

This comparable represents the lease of an industrial located at 6501 Lynch Road, Detroit, MI. The 
building is 218,188 square feet and constructed in 1999. The clear height of the improvements is 24 feet 
and the office finish approximates 4.2%.  The property is currently 100.0% leased by Detroit Chassis who 
is in the process of extending their lease for a 5.5 year term at a base rate of $4.85 per square foot, 
NNN with $0.10 per square foot annual escalations.

© 2021 CBRE, Inc. 



Comparable Industrial - Manufacturing / Factory No. 4
Property Name TX Hydraulics

Address 3120 & 3410 Range Road
Temple, TX 76504
United States

Government Tax Agency Bell

Govt./Tax ID Multiple

Site/Government Regulations

Acres Square feet
Land Area Net 20.895 910,186

Land Area Gross 20.895 910,186

Site Development Status Platted
Shape Rectangular
Topography Generally Level
Utilities All to Site

Maximum Floor Area N/A
Min Land to Bldg Ratio N/A

Actual Land to Bldg Ratio 4.31:1

Frontage Distance/Street N/A Range Road

Zoning LI, Limited Industrial

General Plan N/A

Improvements

Gross Building Area 211,000 sf Floor Count 1
Gross Building Area (GBA) 211,000 sf Parking Type Surface
Usable Area N/A Parking Ratio 2.17/1,000 sf
Status Existing Condition Good
Occupancy Type Single Tenant Exterior Finish Concrete
Year  Built 1973 Investment Class B
Year Renovated 2006 Number of Buildings 2
% Office 6.60% Fire Sprinkler System N/A
% AC 6.60% Rail Access N/A
Clear Ceiling Height 20 - 25 ft Column Spacing N/A

Loading 11 Grade Level - 7 Dock High

Contact

Recorded Owner N/A Leasing Agent Stream Capital Partners

True Owner N/A Company N/A

Rental Survey
Occupancy 100% Tenant Size 211,000 sf
Reimbursements Absolute Net Lease Term 240 Mo(s).
Rent Changes/Steps 1.75% Annual Base Rent $4.60 per sf
Survey Date 08/2020 Free Rent 0 Mo(s).
Survey Notes N/A TI Allowance $0.00 per sf

Reimbursement Amount $1.55 per sf

Total Oper. & Fixed Exp. $1.55 per sf
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Comparable Industrial - Manufacturing / Factory No. 4
Actual Leases

Tenant Name
Tenancy 
Use Type Size (sf)

Term 
(Mo.)

Type of 
Lease Start Date

Annual 
Base 

Rate per 
sf Reimbs.

Rent Changes / 
Steps

Free 
Rent
(Mo.)

TI 
Allowance 

per sf
TX Hydraulics Industrial 211,000 240 New 9/24/2019 $4.60 Absolute Net 1.75% / YR 0 $0.00

Map & Comments

This comparable is a 211,000-square foot industrial (manufacturing) facility located at 3120 and 3410 
Range Road in Temple, Texas. The improvements were constructed in 1973 and 1978, renovated in 
2006, and are situated on a 20.895-acre site. The clear height of the improvements is 20 to 25 feet and 
the office finish approximates 6.6%. This is a sale leaseback transaction and TX Hydraulics leased the 
property in September 2019 at a base rate of $4.60 PSF with 1.75% annual escalation on an absolute 
net basis over a 20-year lease term
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Comparable Industrial - WH / Distribution / Logistics No. 5
Property Name 2200 S. Business 45

Address 2200 S. Business 45
Corsicana, TX 75110
United States

Government Tax Agency Navarro

Govt./Tax ID 26843

Site/Government Regulations

Acres Square feet
Land Area Net 138.360 6,026,962

Land Area Gross 138.360 6,026,962

Site Development Status Finished
Shape Rectangular
Topography Generally Level
Utilities Available

Maximum Floor Area N/A
Min Land to Bldg Ratio N/A

Actual Land to Bldg Ratio 4.15:1

Zoning I-1

General Plan N/A

Improvements

Gross Building Area 1,453,620 sf Floor Count 1
Gross Building Area (GBA) 1,453,620 sf Parking Type Open
Usable Area N/A Parking Ratio 0.42/1,000 sf
Status Existing Condition Average
Occupancy Type Multi-tenant Exterior Finish Tilt-up Concrete
Year  Built 1981 Investment Class C
Year Renovated N/A Number of Buildings 1
% Office 1.00% Fire Sprinkler System Wet
% AC 1.00% Rail Access Yes
Clear Ceiling Height 26 ft Column Spacing N/A

Loading 92 dock high, 2 drive in

Contact

Recorded Owner 2200 SOUTH BUSINESS 45 LLC Leasing Agent N/A

True Owner 2200 SOUTH BUSINESS 45 LLC Company NewmarkKF

Rental Survey
Occupancy 75% Tenant Size 229,503 - 365,095 sf
Reimbursements NNN Lease Term 39 Mo(s).
Rent Changes/Steps 2.1% Annual Base Rent $3.00 - $3.15 per sf
Survey Date 12/2020 Free Rent 3 Mo(s).
Survey Notes N/A TI Allowance $0.00 per sf

Reimbursement Amount $0.50 per sf

Total Oper. & Fixed Exp. $0.50 per sf
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Comparable Industrial - WH / Distribution / Logistics No. 5
Actual Leases

Tenant Name
Tenancy 
Use Type Size (sf)

Term 
(Mo.)

Type of 
Lease Start Date

Annual 
Base 

Rate per 
sf Reimbs.

Rent Changes / 
Steps

Free 
Rent
(Mo.)

TI 
Allowance 

per sf
Vacant Industrial 365,095 60 Available 12/2/2020 $3.00 NNN Negotiable N/A N/A

Central Garden 
& Pet Co.

Industrial 229,503 39 New 9/15/2019 $3.15 NNN 2.1%/Yr. 3 $0.00

Map & Comments

This comparable represents a 1,453,620-square foot warehouse/distribution center located at 2200 S. 
Business 45 in Corsicana, Texas.  The tilt-up building was constructed in 1981 and features a 26-foot 
clear height and dock-high loading.  The property is currently 74.9% occupied. Central Garden & Pet Co. 
signed a new lease for 229,503 square feet, which commenced in September 2019 at a base rate of 
$3.15 per square foot, NNN, with 2.1% annual rent bumps over the 39-month term.  Three months of 
free rent and no TI allowance were provided. The vacant 365,095-square foot space at the property is 
available for lease with an asking rent of $3.00 per square foot, NNN, for a 60-month term.  Reportedly, 
rent escalations, rent concessions, and the TI allowance are negotiable.
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Byron Bridges, MAI, MRICS 
Director, Tucson 

̶̶̶̶̶̶̶̶̶̶̶̶̶̶̶ Experience ̶̶̶̶̶̶̶̶̶̶̶̶̶̶̶

Mr. Bridges is the director of the Valuation & Advisory Services Group’s Tucson office in the 
Intermountain Region and has over 20 years of real estate appraisal and consulting experience. 
Mr. Bridges is a designated the Member of the Appraisal Institute (MAI).  Mr. Bridges primary 
geographical location is Southern Arizona. Mr. Bridges is also a member of CBRE’s Latin America 
Valuation & Advisory Team and has performed numerous international valuation assignments. 

His appraisal experience has been in the fee preparation of real estate appraisals, rent analyses, 
demand and absorption studies, and feasibility studies for a variety of clients, including numerous 
financial institutions, government agencies, Fortune 500 corporations, insurance companies, and 
private organizations. Experience involves a wide variety of property types as well as conservation 
easements, special purpose real estate holdings, agriculture properties, among others.  Mr. 
Bridges has considerable experience with litigation cases. 

Mr. Bridges has conducted many appraisals, market studies and feasibility analyses of master-
planned communities, condominium projects, land, hospitality resort properties, residential 
properties, and commercial properties within and around the major beach front communities in 
Mexico, Costa Rica, and Belize. Mr. Bridges has extensive knowledge of the Mexico and Latin 
America real estate marketplace and since 2001 has performed valuation and consultation 
assignments in Latin America countries in excess of over 700 individual assignments. 

Mr. Bridges areas of concentration include the oceanfront beach resorts of Mexico, Costa Rica, 
and Belize, and other Latin America countries.  Within Baja California Sur resort areas, he has 
completed extensive valuation and consultation work in Los Cabos (Cabo San Lucas, San Jose 
del Cabo), East Cape, Todos Santos, the Pacific Ocean area, La Paz, and Loreto; in Quintana 
Roo, Riviera Maya, Playa del Carmen, Cancun, Tulum, Cozumel, Isla Mujeres, and Riviera Maya; 
in Jalisco and Nayarit, Puerto Vallarta, Punta Mita, Nuevo Vallarta, Sayulita, and the Riviera 
Vallarta; in Baja California, Rosarito, Ensenada, and San Felipe; in Sonora, Puerto Peñasco 
(Rocky Point) and San Carlos/Guaymas; in Costa Rica, Guanacaste, and Jaco. 

The assignments prepared were done for various clients for many reasons such as financial 
transactions, business decisions, investment speculation, estates, litigation, partnership disputes, 
easements, and others. 

̶̶̶̶̶̶ Professional Affiliations / Accreditations ̶̶̶̶̶̶ 

• State Certified General Real Estate Appraiser-State of Arizona, No. 31173
• State Certified General Real Estate Appraiser-State of New Mexico, No. 03487-G
• Appraisal Institute, Designated Member (MAI), No. 534642
• Member of the Royal Institution of Chartered Surveyors (MRICS)

̶̶̶̶̶̶̶̶̶̶̶̶̶̶̶̶ Education ̶̶̶̶̶̶̶̶̶̶̶̶̶̶̶̶
• University of Arizona 
• Bachelor of Science; Regional Development/Planning
• Bachelor of Science in Business Administration; Entrepreneurship
• Appraisal Institute and other appraisal-related coursework

T + 520 323 5163
M +520 903 8962
Byron.bridges@cbre.com

3719 North Campbell Avenue
Tucson, Arizona 85719

• Caliber Companies
• Capital Source Bank
• Cargill /CarVal Investors
• CEMEX
• Citibank
• Compass Bank
• Commerce Bank
• Exclusive Resorts
• Freddie Mac
• Fortress Investment Group
• Goldman Sachs
• Grupo Presidente
• ING
• Kerzner International
• Lewis & Roca
• Merrill Lynch
• MIRA Companies
• Morgan Stanley
• Ohana Real Estate
• PriceWaterhouseCoopers
• Promecap
• Snell & Wilmer
• State Farm Insurance
• U.S. Army Corps of 

Engineers
• Walton Street Capital
• Western Alliance Bank

Clients 
Represented 
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Jo 

 
 

Jo Dance, MAI, CCIM  
Managing Director, Arizona  

̶̶̶̶̶̶̶̶̶̶̶̶̶̶̶ Experience ̶̶̶̶̶̶̶̶̶̶̶̶̶̶̶ 

Jo Dance serves as Managing Director of CBRE Valuation & Advisory Services, Pacific Southwest 
Division, where she leads a team of over 20 appraisal and consulting professionals in the 
Phoenix and Tucson offices. An accomplished 30-year real estate professional with extensive 
industry and management experience, she leads CBRE’s efforts to provide exceptional outcomes 
for local, regional and global clients. 

Working alongside a dedicated team of specialized experts, she works to elevate CBRE’s best-in-
class status by ensuring consistent, quality appraisal services. In her role as Managing Director, 
she coordinates all activities for Arizona, including overseeing new business development, client 
relations and appraisal quality control production.  

She is licensed as a Certified General Appraiser in the states of Arizona, New Mexico and 
Nevada. Ms. Dance is a designated member of the Appraisal Institute (MAI and SRA) and holds a 
CCIM designation. Her appraisal experience spans a broad spectrum of real estate appraisals, 
rent analyses and market studies of commercial and multifamily residential properties. She has 
also provided litigation support and expert testimony in deposition and court in Arizona. 

 

̶̶̶̶ Professional Affiliations / Accreditations ̶̶̶̶̶ 

• Appraisal Institute – Designated Member (MAI and SRA)  
• CCIM Institute – CCIM designation 
• Certified General Real Estate Appraiser, State of Arizona, No. 30249 
• Certified General Real Estate Appraiser, State of New Mexico, No. 03242-G 
• Certified General Real Estate Appraiser, State of Nevada, No. No. A.0206799-CG 
•  Licensed Real Estate Broker:  State of Arizona (#BR505868000) 
 

̶̶̶̶̶̶̶̶̶̶̶̶̶̶̶ Education ̶̶̶̶̶̶̶̶̶̶̶̶̶̶ 

• Arizona State University 

̶ Science in Business Administration, Production & Operations Management 

T 
 
 
 + 01 602-735-5686 
M +01 602-361-6600 
jo.dance@cbre.com 
 
2575 East Camelback Road 
Suite 500 
Phoenix, AZ  85016 

 
Clients 

Represented 

 
 
 
 
 
 
• CBRE Capital Markets 
• Western Alliance Bank 
• Walker & Dunlop 
• MidFirst Bank 
• C-III Asset Management 
• Opus Bank 
• JLL 
• HFF 
• Bank of the West 
• National Bank of AZ 
• Bank of Oklahoma 
• BBVA Compass 
• PNC 
• Citibank 
• Washington Federal 
• Blackstone 
• StanCorp 
• A10 Capital 
• Starwood Capital 
• VEREIT, Inc. 
• CoBiz Bank 
• First Bank 
• East West Bank  
• Bank OZK 
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