TECHNICAL NOTES

US DEPARTMENT OF AGRICULTURE S0IL COMSERVATION SEAVICE
Economics Ne. CA-3 Septamber 39, 1988

The Economies of Eucalyptus Tres Planting for Commercial
Sale of Fuelwood Produced on Land Eligible for Enroliment in
the USDA Conservation Reserve Program

Introdugtion: The following information is intended to
serve as a guide to individuals interested in participating
in the Conservation Reserve Program(CRP). The planting of
trees is analyzed as an alternative to simply taking |and
out of preduction, controlling weeds as required by CRP
contracts and receiving a wuniform payment for the 10 year
contract period. Projections are made to compare sxpected
net income from participation in the program with and
without planting sucalyptus tress.

The analysis provided is based on actual data, growar
interviews, professional expesrience and research conductad
by individuals working in California with the USDA Forest
Service, the Soil Conservation Service and the University of
California Cooperative Extension Service. The results are
gensrally applicable to any California area whars the lowest
annual temperature is above 20 degrees Fahrenheit. Much of
the central wvalley, coast and inland scutharn deserts are
considered as having appropriate climatic conditions for
sucalyptus tree production.

Bagkground: For the purposes of this brief report, 40 acres
of LCRP eligible <ropland are evaluated for planting
sucalyptus trees (River Red Gum,"Eucalyptus camaldulensis”
for the central valley and inland southern desert areas and
Blue Gum, "Eucalyptus globulus" for the coast) for erosion
control and firewood production. The presumed site has a
sandy soil, was previously cropped {predominantly cotton and
alfalfa) and has a salinity problem which restricts crop
growth. The field |is presumed to have been leveled in ths
past to allow for more efficient furrow irrigation.

Tree Culture _in California: The optimal planting pericd is
from April to early June, Recommended stocking for fuelwoad
and biomass production is 1200 trees/acre (6' x B'or 5' x
7). Actually, 37.25 acres are planted at this spacing when
allowing for 3 unplanted strips with a recommended minimum
30' width, The wunplanted strips serve as fire breaks and
management access areas. Weeds within the unplanted strip
arsas and stands should be controlled during the first twoe
years of growth until canopy clesure occurs, MWeed control
in the wunplanted strip areas can be achieved during the
growing seaseon by withhelding irrigation water, by disking
or by other methods,




It is recommended that the strips be placed in a
parallel position with one strip on each end of the field
and the third in the center of the stand. The strips will
provide some protection against fire, disease and Insects by
physical ly separating the field Into twoe Iisclated units.
Additionally, thes strips will facilitate access for
managemant operations such as weed control, pruning and
harvesting. They can also be used to stack cut fuelwood for
air-drying before shippings.

The site chosen is presumed to have a medium site index
value of B85 as defined by the UC/Extension Service
Eucalyptus Growth and Yield Model. A site index of B85
predicts that the tallest 10X of the trees in the stand will
measure 85  feet tall and the stand will yisld betwesan S0 to
100 cords (B5-90 cubic feet) of solid firewcod/acre at 10
years of age. Yield variation is dependent upon the quality
of subsurface water and whether or not supplemental water
and fertilizer applications are made after year ones.

A preirrigation before planting is necessary. Gypsum
should be applied to the site befors ths preirrigation.
These two cultural practices will work together to improve

soil structure and help drive salts lower in the soil
profile which is impertant during the initial period of
seedling establishment. The preirrigation alse of course

provides water for the young seedlings to be planted. [f a
preirrigation is not done, then seedling mortality can be
expected to exceed the 7% rate used in this analysis, A 20%
total mortality rate would necessitate significant
replanting efforts.

Economic Assumptions: Your individual situation will vary
from the production, price and cost relationships assumed in
this analysis, but the example should serve as a genaral
guide which you can customize to meet your particular needs.
In essence, the analysis provided is based wuwpon a
conservative projection of currant production and market
conditions into the future.

An economiec feasibility analysis is first provided with
all costs and returns being estimated then placed on a
common time basis by discounting with a single interest
rate, 12 percent., Twelve percent is alse used for tha cost
of capital and amortization estimates for net averags annual
returns. A single page cashflow/financial analysis is alse
presented which wuses two Iinterest rates to reflect the
difference betwean the cost of capital (12%) and a presumed
earnings capability of capital (6 percent) when cashflow is
positiva,
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The assumed yield is B0 cords/acre at the end of ten
years. Irrigation water is only provided during the first
year. Thereafter, tree roots are aexpected to reach ths
shal low perched water table common to many areas in the
state. Supplemental water is not needed except to achieve
higher yields.

Stand |lifea is planned to be 26 years to accomodate the
10 year CRP contract period and eight additional years esach
for a sescond and third cutting in years 18 and 28. The
eight year periods between the first and the second cutting
and the second and the third cutting reflect the expectad
amount of time needed to produce volumes equal to the first
cutting from coppiced (sprouted) regrowth. Experience in
other parts of tha world indicates that econamical
production from coppiced regrowth of eucalyptus trees can be
maintained for 10 cuttings or more.

Thinnings of the regrowth sprouts will be required in
years 11 and 19, Leave only three stems per stump. Trunk
diameter at breast height (DBH) is expected te range from

4"-12" with an average DBH of 5.5 inches,. Therefore,
splitting of ¢the cut fuslwood at harvest will net be
necessary in genaral.

For the economic analysis, investment capital is
borrowed during stand establishment in year one. The reader
will note that lean principal repayments are delineated in

the example write—up, but are not included as part of the
economic analysis. Only interest payments are included
because debits for payment of principal would result in
double counting, i.e., they are already part of the costs of
instal lation. The owner is presumed %o contribute $3000,
20 percent of the initial investment capital required, and
to make-up principal and intarest not covered by payments
from the ASCS with menies from other enterprises or sources
of income. Investment capital principal is assumed to be
fully repaid by the end of year two.

Operating capital is assumed to be borrowed during the
second year of stand establishment and during harvest year
operations only. Repayment of operating capital borrowad
during harvest is assumed to be complated five months after
the First +rees are cut. This assumes that operations
become self-financing after the first cut trees are dry and
raady to be s0ld.

Harvest costs presume that the owner/operater hires
laboerers and manages harvest and marketing cperations with
his/her own equipment, trucks and/or trailers, chainsaws,
etc. Direct retail marketing is employed. The assumed
costs of marketing include <costs for weekly newspaper
advertisemant. Future year input costs and product prices
are not inflated, i,e., real and nominal C(inflationary)



changes in future costs/prices are not pradicted. The nat
present value analysis employsd assumes that future costs
and prices are to maintain the same relationship relative to
sach other. In other words, they will go up, but at roughly
the same rate, therefore predictions are deemed unnecessary.

The analysis provided for the second and third cuttings
includes only the added operating costs and returns given
that the initiml investment and working capital costs are
recaptured during the first 11 years. Recurrent (operatien,
maintenance and replacemant) costs after the stand is
establ ished are expectad to be minimal except for the
second year of each cutting c¢yele when hand laber s
raquired for pruning of excessive regrowth sprouts.

No consideration of federal and state income tax
provigions is mads. Thus reported profits represent net
incoms before taxes based on projectsd market receipts and
an assumed CRP contract payment price of $d48/acre/year.
Cost/share dollars from the ASCS are also included for S0
parcent of the establishment costs during the first year of
the investment (Actual cost/share rates in your county may
vary above or below the S0¥% used in this report).

The aconomic and cashflow analyses ares seaparata
methodologies with comparable but distinet outcomes and
therefore should not be dirsctly compared. They do not show
the same exact dollar figure results, but do led to the same
cenclusions. The economic analysis indicates whether or
not returns exceed costs. The separate cashflow budget is
provided (page nine of the attached analysis) to give some
indication of the financial feasibility and cashflow
implications of this investment. The cashflow/financial
analysis should help a grower to decide if their financial
condition could support the axpenss raquirements during the
initial years of negative cashflow and +to make +the case
before creditors for gaining any needed investment capital.

Finally, a charge for land is net included. It is
presumed that only growers with already owned land or nearly
owned land would seriously consider a productive use which
covers their land rent or mortgage payment and costs to
control noxious weeds. The $4B/acre/year from the regular
CRP program would not cover the cost of most unowned land,

Costs to remove stumps from the field after the 26 year
rotation ware not included basad on the rationale that
continued production would most |likely ba raviewad in light
of the stands vigor, market conditions and the owners
objectives at that time. Stump removal te return the field
to other productive uses would only require the use of a 3
pronged rippar behind a D8 tracter or similar, followed by a
DB or similar tractor with an 8' brush rake on the front of



it. The dabris could be salvaged for biomass uses or piled
by & tractor with a brush rake and burnaed.

Risk__and_ _Uncertainty: An  attempt to make quantified
estimates of the risk and uncertainty associated with the
basic assumptions contained in this study has not been made,.
Howaver, it is self aeavident that the longear the period of
time between an initial investmant and its' recapture, plus
attainmant of a profit, the more risk and uncertainty one is
exposed to. The initial ASCS cost/share reimbursement and
annual CRP rental payments can be viewsd as a significant
hedge against future risks.

The main risk exposuras associated with planting
eucalyptus trees is presumably the threat of fire. Howaver,
dapanding on the age of the stand and severity of the firs,
salvage value for the remaining fire damaged stumpage could
yield some economiec returns. If not, then net profits would
be reduced significantly, but the annual CRP payments would
still assura some profit over the ten year period.

The other significant uncertainty with such a leng term
investment is with respect to future market conditions. Neo
one can accurately predict market prices and costs on a
consisteant basis one year in advance, let alone 11 ar 26
years in advance. However, the results of +this analysis
indicate that tree planting for firewood production in a
state with a growing population and Increasing demand for
firewood is an attractive investment opportunity with or
without annual CRP contract payments and ASCS cost—-share
assistance. The initial ysars of negative cashflow
represent the single greatest hindrance to potential
inveastors.,

Results: The economic analysis indicates that tree planting
with ASCS cost-share assistance plus annual CRP contract
payments of %48/acre results in an average annual prefit
{discounted inteo present value terms then amortized over the
life of the investment) before taxes of approximately
$12,813 or $320/acre/year for 26 years. The total present
value of before tax profits is estimated te be $62,788
{($1,570/acre} at the end of the 10 year CRP contract period
and after harvest and fuelwood sales are completed in year
elaven, This equals a 176 percent rate of return on
investment (RRI?> as calculated by subtracting discounted
costs from discounted returns and dividing by the discounted
costs (initial investment and operating capitall.

The present value of before tax profits increases by
$38,379 to #101,167 or $2,529/acre when including returns
from a second and third cutting of the regrowth from coppice
management of +the stand. This represents an impressive 284
percent RRI.



Met profit with ASCS cost/share dollars and annual CRP
payments compares aextremely favorably with the projected
average annual profit of $39/acre from participation in the
regular CRP program. Alternatively expressed, the sstimated
nat present value of unreinvested profit before taxes from
10 year participation in the regular CRP program is %8,780
($2Z207/acre) for a phenominal 425 percent RRI. If reinvested
8t six percent interest and compounded annually, the net
present value of CRP returns above costs would approximate
911,438 or 92867acre (RRI of S553X%).

The financial analysis Iindicates that wunder the
presumed set of assumptions, a negative cashflow occurs for
the first five years. All debt is extinguished by year six
through annual CRP payments and the initial ASCS cost share
for establishment of the trees. The value of accumulated
profits at +the end of year sleven is eastimated to be
$239,695 or $5,993/acre.

Interestingly, the present valuse of net returns af ter
year sleven ($239,695) at 12 percent intarest is $68,3908
which approximately equals %1,700/scre. The $1,7007acra
represents the capitalized value of the land which should be
mirrored by the market wvalue of the land. However, the
$1,700/acre is a value far above the current agricultural
real estate market value for comparable land ($400-$800 per
acre’. The difference betwean the two |Is attributable to
the subsidy effesct of the CRP program. In the absance of a
perched water +table and salinity problam, such land would
likely have a market wvalue comparable to the #%1,700/acra
figure.

Summary _and__Conclusions: The analysis indicates that
investment in eucalyptus trees en Iland aligible for

enroliment in the Conservation Reserve FProgram is an
axtramely attractive inveztment iIf one's current financial
position could allow for the Iinitial years of negative
cashf |low. The principal exposure to risk is believed to be
associated with the potential for stand destruction or
damage by fire, which can be minimized if fire breaks are
maintained. The salinity and parched water table tolerance
nature of eucalyptus trees coupled with enroliment in the
CRP program offers |land owners an attractive opportunity to
make productive use of the rescurce base and contributa to
soil conservation.

A summary tablea follows to facilitate comparison of the
results with and without tres planting, including ASCS
cost/share and annual CRP payments.



Economic Analysis Resul ts Summary

(With Cost/Sharing and CRP Payments)

With Trees
I.Undiscounted Profit
{bafore taxes):
=-At the end of yr 11 $222,7239
w/trees, yr 10 without: ($5,568/ac)
=Accumu lated by thas $648,000
and of yr 26; ($16,200/ac)

1I.Presant Value of Profit
(12% discount):

=11 years hesnce with $62,788
trees, 10 yrs without; ($1,570/ac)

-Accumulated 26 $101,1867
years heance! (82,529/a¢)

11l.Average Annual Equivalents
of 11. Above (12% discount):

-For 11 years with $10,575
trees, 10 yrs. without: (82684/acre)

=For 26 yr investmeant: $12,813
($320/acrae)

1V. Rate of Raturn on Investmant
{(baforea taxes):

=For 11 years with 176%
trees, 10 yrs. without:

-For 26 yr investmant; 284%

Without Trees

$15,540
{$389/acra)

NA

$8,780
($220/acra)

NA

81,554
(£39/acra)

NA

425%

NA






USDA SOIL CONSERVATION SERVICE
Practice Cost/Expected Net Income Sheet
September 8, 1988

Practice: Eucalyptus Tree Planting on Conservation Reserve Program Land
Sub-System: Soil Management and Erosion Control

Expected Life:
Selected Job:

11 years minimum, 26 years planned
Plant 40 acres of CRP eligible cropland to trees (River
Red Gum, "Eucalyptus camaldulensis" for the central val ley
& southern California and Blue Gum, "Eucalyptus globulus"
for the Coast) for erosion control & firewocod production.
The 40 acre site I8 presumed to have been leveled in the
past to allow for efficient furrow irrigation. Optimal
planting period is from April to early June. Recommended
stocking is 1200 trees/acre (B'x B'or S'x 7') with 37.25
acres actually planted when allowing for 3 parallel
unplanted strips, 30°' wide which will serve as fire breaks
and management access areas, The site chosen has a medium
site index value of BS. The assumed yield used for calcu-

lations below is BO cords/acre harvested at the end of the
tenth year with irrigation water being applied during the
first year only. Stand |ife is planned to be ZB years with
a second and third cutting of equal yields expeacted from
coppiced regrowth occurring in years 18 and 26. Thinnings
of the regrowth sprouts will be carried out in years 11
and 19 to leave only three stems per stump. Trunk diameter
at breast height (DBH) is expected to range from 4"-12"
with an average DBH of 5.Sinches.

PRODUCTION COSTS: Typical Your

Installation:

Cost Cost

Site Preparation in mid to late March:

Disk 3 times w/16"tandem disk & a 7SHp
tractor: /acre tractor, implamant, fuel,
labor & maint. costs are: $1.45: %1,40;
$0.60: $0.80; and $1.50=85.55 « 40 acres:

After 2nd disking custom apply 3 tons of
gypsumZacre @ $17.00/acre « 37.25acres:

Float once with spike-tooth harrow or a
ring-roller &8 a 60Hp tractor: Zacre $
costs for tractor; implement, fuel, laber
and maint. are: %1.25;: $.75;: $0,.40 and
$1.15= 83.55 + 40 acres:

Pull irrigation furrows w/shovels set on
72" centers and apply Treflan or other
hearbicide to control grasses; use B0Hp
tractor: /acre costs for tractor, imple-
ment, spray equip., fusl, laber & maint.
are: %1.25;: $0.50; %1.60; %0.20: $0.50
$1.45 & $35/gal for Treflan{use |.Bpts/
acre @%3.,5/ac= $9.00/acre+37.25 acres:

Pre-Irrigation in esarly April before planting:

apply 4" of water @ $30/AcFt # 37.25 acres:
irrigation labor cost of 1/Z2hr/ac at
$5.50/hr «37.25acres:

222
633

142

335

368

—_——— e

. ——
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Planting:
Use BOHp tractor w wheals in irrigation
furrows, plant 1200 trees/acrs on center
w a tree or veg. seedling planter; /acra
cost for tractor, planter, fuel, labor,
maint. & seedlings are: %1.25; 85,00;
$0.50: $17.60(crew of 4 @ 35,.50/hr+] .25
acres/hr); $1.30 and $0.15/seedl ing {1200+
$0.15=%8180.00 total)=205.65/acre+37.25:
Irrigation during first year: at planting
apply 4" of water: during remainder of
first year apply S more irrigations of
4"9 esach once a month for a ZAcFt total
at $30/Acre Foot # 37.25acres:
Irrigation laber cost of 1/Zhr/ac at
$5.50/hr +37.25acres:
Fertilization (optional):
Fertilize at 2 months with 100cwt/acrae
of UN32 (32ibs.of N ac) @ $160/ton or
$0.08/1b, » 37.25 acres:
Sidedress application w a GOHP tractor
and colters to cover: /acre costs for
tractor, implement, fuel, labor repairs
and maintenance are: $1.25; $0.50;
$0.40: 30.50 and $1.45 +37.,25 acras:
Re-planting in July due to 7% mortality:
Survivability is highly dependent on
timelinesse of irrigations and the
prevalence of "hot-spots"; w pre—
irrigation & a medium site, mortality
is not expected to excasd 7X: thara=
fore B4 seedlings/acre « 37 .25acres
must be replanted w same assumed
squip., & operations as above, but
assumed planting rate of Sac/hr:
Post Planting Weed Control:
Carefully apply Roundup or other
herbicide %o control weeds during lst
and 2nd growing seasons until canopy
begins to close: lpt/ac @$68B/gal=%4.25
per pint #«37.25 acres plus costs for
60Hp tractor, spray tank, fuel, labor,
repair & maintenance @ $1.25: $1.60:
$0.20; $0.50 and $1.35 respectively
# 37.25 acres ($182.52)+(%158.31): 1st Sea.
2nd application @ $340.84 in yr two:
Thinning during year 2:
10 person crew for five Bhr days @ $5.50/hr:
Annual misc. expense of $20/yr, yrs 3-10:
Sub=Total:
Per Ac Cost:

7660

2235
615

298

153

833

341
341

2200
160
16733
418

——

i ———

—— . ———

o ———
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veastment Capital Principal and Interest:
Based on 12%, #11000 borrowed with $9000 repaid
when ASCS reimbursement occurs and lst CRP pay-
ment is received and $2000 repaid in year twe
when 2nd annual CRP payment is received:
Yr 1 principal payment: #9943 n/a e
Yr 1: 12% interest on sub-total less yr.
2-5 expenditures [$16650,06-($340,84+
$2200+%160.00) 1=%$14038,.50-20% owner equity

in the investment or $3038.50 = $11000:; ISe i
¥Yr 2: principal payment: #1057 - 4 V=T N
Yr 2: 12% on the unpaid balance: bl e

Sub-Total: 1447 - -
Per Ac Cost: 38

Operating Capital Interest for Year 22  —77777°
Yr 2 expenditures, $2540.84 » ,12/12+10, the

periodic rate factor for 10mo@12 percent: 25¢ ___
Grand Total of Production Costs: 18440 _______
Per Ac Cost: 461

Harvest Costs/First Cutting:

Year 11 harvest costs will include a crew
of harvestors, assumed to consist of 3
cutters w chainsaws & 3 stackers to cut,
buck, move to unplanted strips and stack
the wood for air drying. Crew membars
will probably alternate tasks with one
driving a tractor w a flatbed trailer to
transport, assist unlioading & stack:
facre costs for 6 person crew, chainsaw
operation, a BOHp tractor w an 18" flat-
bed trailer, fuel, reapairs & maint. are:

-6#8$5.50/hr+«10hrs/daywddays/ac(15cords/10
hrs & BOcords/acre,thersfore d4days/acre)

#37.25acres for 149 harvest days(5.5mo.); Laboer o0 o ST e
-4 chainsaws @ $3/cord » B0cords/acre =
37.25/4(each one cutting 1/4 of acreage):Chainsaws BROA T e
-60Hp tractor,3hrs/day®$9.20/hr«149days; Tractor 4112 ___
-18°flatbed trailer, 3hrs/day@s0.75/day+
149days; Trailer - - ST I
=3gal.fuel/hr for tractor+3+149+8$0.83/gal: D.Fuel 1533 ==
=Repair & maint. of tracter & trailer
@ $1.15/hr*3hrs/day+149days: R.&Maint. S14  _______
Sub~Total of Harvest Costs: 62228 _______
Pear Acre: 1556

e —

Interest on Oparating Capital To Harvast
based approx. on 175 of the $ borrowed
sach mo. for S mo. then repaid as sales
bagin w tha weod cut in the lst ma,.
which will than be dry (12% used): ie87 __

Total of Harvest Costs! 63925
Per Acre: 1598

S e
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Marketing Costs:

In the Bth mo.of yr 11 product sales will
begin w the marketing of the wood first
cut; this wood will be dry by then;

—advartigsement and/or marketing c¢hannel

establ ishmeant on & wholesals or retail

basis; direct retail mkt'ing is assumed

here with newspaper ads once/wk for Smo

@ $25/uk for 20 wks} 500

Delivery costs are based on an assumed ave.
distance of SO miles/cord costing #0.25/mi.
or $12.50/cord #B0cords/acre+37.25acres

s

& include an estimate for all costs: no
interest charge is made-sales should
finance marketing ocperations: LIONe oo
' Total Marketing Costs: c8438 - ¥
Per Acrae: ;) ) e
-4+ 2 3 & 3 3 3 3 S S E F 33 F I 2 S 3 S F S AR F TR E S EEEE LT EER AT ASEFEF LR S]]
Tot. Undiscounted Prod., Harvest & Mk'ting Costs: 110803
Par Acre: g, S e
PV of Total Costs of Prod.,Harvest and Marketing: Y o i
(using 12%X interest) Per Acre: 1067

RETURNS FROM FIRST CUTTING:
USDA/CRP contract payments @ $48/ac/yr
*40acres # 10 years: 19200
Per Acre: 480

- —— -

Marketing receipts are assumed to range
between $125/cord & $150/cord for an

average price of $137.50/cord«B0+37.25; 307313
Per Acre: 7683 _______
L -4 4 4 4 4% & L & 2 % 2 7 7z 2 F F 2 F R 2 EZ - 2 3 2 R 2 2 222 i 2 & &2 B2 E ;L B d - b B e b b b s s 2 42 42 3 ELC T 4 - L |
Total Revenue From All Income: 3z2eslas ______ =
Per Acre: 8183 _______
Total PV of Returns frem all Income: 39185 o
(using 12% interest) Per Acre: 2480

L e & HF & 4.5 f 8 s E TPt 83 TS XTSRS S TS L2 3 11522 2 85 8 £ 8 8 <+ & %2+ 3 i BT XX L XL 1 4 3
#* Undiscountead Net Profit
or Loss from lst Cutting
Before taxes and with
Annual CRP Paymants ++ 215710
Par Acre: 5333

** Discounted Net Profit or
Less from 1lst Cutting
Before taxes and with
Annual CRP Payments ## 56521
Per Acraet 1413

Note: The analysis to here doesn’'t include consideration of the added
incentive provided by the ASCS. The ASCS is authorized to make
cost/share payments to growers, which vary by county committes,
for part of the costs of tree establishment on CRP aligible
land. Cost-sharing is authorized for up to, but not to exceed SO0X%
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of the agricultural market value of the land. A quick survey of
agricultural real estate companies regarding +the value of CRP
sligible ground in Kings county indicated that such land is cur-
rently betwesen $400 and $800/acre. Thus, the market valus of
sligible land will not likely prevent individuals from receiving,
for axample, a fifty percent reimbursement for the costs of trae
establ ishment. This would obviously make tree farming on CRP land
an aven more attractive investmant.

Costs/Returns When Including ASCS Cost Share Paymants
for S0% of the Establishment Costs During First Year;
1st yr establishment costs are readuced from $14038.50
to $7019: Cost Savings: 7018
Par Acre: 175
TS T TN S s s s e e e s EaEE R T
w«+ UUndiscounted Net Profit
or Loss from 1lst Cutting
Before Taxes & w CRP & ASCS
Cost/Share Payments +*+ ECOTES i
Per Acre: 5568

—— i —

#« Digcounted Net Profit

or Loss from 1st Cutting
Before Taxes & w CRP & ASCS s278d ___ -
Cost/Share Paymants ++ Per Acre:  Rop o e (e

JED COSTS FOR SECOND CUTTING:
+hinning during year 12:

10 person crew for five Bhr days @ $5.50/hr: D L i

Fer Acre: ~ R Ei

Annual misc. expense of $20/yr, yrs 13-17: 100 _______
Per Acre: 3

Harvest Costs:
Year 18 harvest costs same as for yr. 11
—-6+$5.50/hr*«10hrs/day*4days/ac{15cords/10
hrs & B0cords/acre,therefore 4days/acre)

+37.25acres for 149 harvest days(5.5meo.); Labor aan?e
-4 chainsaws @ #3/cord » BQcords/acre *

37.25/4(sach one cutting 1/4 of acreage) ;Chainsaws SO e Lo
-B0Hp tractor,3hrs/day®$9,20/hr+149days; Tractor o2 R
-18'flatbed trailer, 3hrs/day@s0,75/day+

149days: Trailer 3] ______
-3gal.fuel/hr for tractor+«3+#149+%0.83/gal; D.Fuel 13118
~Repair & maint. of tractor & trailer

@ $1.15/hr*3hrs/day+149days; R.&Maint. S14  ___

Sub-Total of Harvest Costs: G2ee8 ..
Per Acre: 1556

—— -

Interest on Operating Capital To Harvest
based on approx. 1/5 of the % borrowed
each mo. for S mo. then repaid as sales
begin with the wood cut in the 1st ma.
which will then be dry (12% used): Interest 18

Total of Harvest Costs: 8388
Fer Acre: 1588
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Marketing Costs:
In the 6th mo.of yr 18 product sales will
begin w the marketing of the wood first
cut; this wood will be dry by then;
—advertisement and/or marketing channel

establ ishment on a wholesale or retail

basis: direct retail mkt'ing is assumed

here with newspapesr ads once/wk for Smo

@ 925/wk for 20 wks; B0

Delivery costs are based on an assumad avs.
distance of SO milas/cord costing 20.25/mi .
or $12.50/¢cord «60cords/acre+37.25acras
& include an estimate for all costs!: no
interest charge is made-sales should

finance marketing operations: L R
t Total Marketing Costs: Zo8a8. =i

Per Acre: e
EENEEEE T T T NN T S e S S T N T TR
Tot.Undiscounted Added Costs of Prod/Harv't & Mk 'ing: 94683 ..

Per Acre: SO E o=
PV of Tot. Added Costs of Prod.,Harvest and Mk'ting: 12594 P

(using 12% interest) Per Acre: 315 .

ADDED RETURNS FROM SECOND CUTTING:
Marketing receipts are assumed to range
between $125/cord & 8150/cord for an
average price of $137.50/cord+B0»37,25: 307313
Per Acre: 7683

el s 2 G o r & g 2+ £ b &+ % 7 23+ ¢ PSP R Gt FF PR JFe s P4 E s b posa R 42 FEEFTELE S P

Total Revenue From 2nd Cutting: 307313

—— e ——

Per Acrae: 7683 N
Total PV of Returns from 2nd Cutting: 39963 . 1
{using 12% interest) Per Acre: L R

S S S s EsSED TS T ST TS T ST T ST T TN ST S EE SO EOE S E—EEEZETEE

#% Undiscounted Net Profit
or Loss Before Taxes
from 2nd Cutting #= 212650
Per Acre: 53186

% Discounted Net Profit or
Loss Beafore Taxes
from Z2nd Cutting #w+ 27369
Par Acre: 684

—— o ——

ADDED COSTS FOR THIRD CUTTING:
Thinning during year 19:

10 person crew for five Bhr days @ $5.50/hr: 2200 _____.__
Per Ac Cost: =¥~ T,
Annual mise. expense of $20/yr, yrs 20-25: 1200w I 7= =

FPer Acre: 3



Page Seven

larvest Costs!

Year 26 harvest costs same as for yr, 11
~-6#$5.50/hr«10hrs/dayvd4days/ac(15Scords/10
hrs & B0cords/acre,therefore 4days/acrae)

#37,25acres for 148 harvest days{(5.5mo.}; Labor 4170 _____
-4 chainsaws @ $3/cord * BQcords/acre »
37.25/4(sach one cutting 1/4 of acreage);Chainsaws 6984 _
-60Hp tractor,3hrs/day@%$8.20/hr+148days; Tractor 4112 _____
-18'flatbed trailear, 3hrs/day@$0.75/day+
149days; Trailer 385
-3gal .fuel/hr for tractor+3+149+%0.83/gal; D.Fuel 15 .
~Repair & maint. of tractor & trailer
@ $1.15/hr*3hrs/day+143days; R.&8Maint. -
Sub-Total of Harvest Costs: BEdel oo
. Per Acre: Loy e
Interest on Operating Capital To Harvest
based on approx. 1/5 of the % borrowed
each mo. for S mo. then repaid as sales
begin with the wood cut in the lst mo.
which will then be dry (12X used): Interest 188y
Total of Harvest Costs: D39eS -
Par Acre: 1ID8E.. —
Marketing Costs:
In the 6th mo.of yr 18 product sales will
begin w the marketing of the wood first
cut; this wooed will be dry by then:
-advartisemant and/or markating channal
astablishment on a wholesale or retail
basis; direct retail mkt'ing is assumed
here with newspaper ads once/wk for Smo
@ $25/wk for 20 wks: soo  _______
Del ivery costs are based on an assumed ave.
distance of SO miles/cord costing 30.25/mi.
or $12,50/cord *#60cords/acre+37,25acres
& include an estimate for all costs: no
interest charge is made-sales should
finance marketing operations: «i93s .
Total Marketing Costs: 8438 .
Par Acre: 711
S S S S S S S S S S S S S S S EEEECSESECTEEECSEEEESECSCSESCESECSCSEETEEZE=EmETE=E=EE== ;;;;;:;.t
Tot.Undiscounted Added Costs of Prod/Harv't & Mk'ing: ge8Rs . .
Per Acre: L F R S
PV of Tot. Added Costs of Prod.,Harvest and Mk'ting: SIS0 L e
{using 12¥% interest) Par Acre: 128



Page Eight

ADDED RETURNS FROM THIRD CUTTING:
Marketing receipts ars assumed to range
between $125/cord & $150/cord for an

average price of $137.50/cord«60+37.25: MOTSLS .
Total of PV of Returns from Mkt. Receipts: ' 181801, 0o
{using ‘12X interest) Per Acre: RO, mgue S

e e e e e e T e e e e e

w% Undiscounted Net Profit
or Loss Bafore Taxas
from 3rd Cutting #+ 212830
Per Acre: S3186

—— e — ——

«* Discounted Net Profit or
Loss Before Taxes
from 3rd Cutting =+ 11010
i Per Acre: 275

- —

Total Discounted Net Profit or Loss (Net Present Valuas)
Before Taxes for the entire 26 Year Rotation When
ASCS Cost/Share and CRP Payments are Included: 101167
(using 12X interest) Per Acre: 2529 ____.__.
e b e b b 4 b & R b B2 3 K S 2 : 2 il 3 ¢ F Fo: 4 f Fo: i o2 i il R L ii 3 B R E L LG A4 & s 284 s L i R Laod & & B )
««+ TOTAL AVERAGE ANNUAL PROFIT FOR
26 YEAR TREE CROP INVESTMENT WITH
ASCS COST/SHARE ASSISTANCE AND 12813
ANNUAL CRP PAYMENTS #w= Per Acrae: - o FEIE e

EE ey L 1t & 2 2 8 1+ 3 4+ & 5 4 & 5 1ttt P R RS RN ]

o ——

Regular CRP Contract Etimated Costs/Returns

Estimated Costs/Returns from a Regular CRP Contract:
Costs: annual control of noxious weads
using Roundup or other similar herbicide
@ $68/gal,lpt/ac=94.25/pt+40acres
plus $4.,90/acre to apply+4Qacres: 366
Per Acre: 9

e

Returns: annual CRP payment of

$4B8/acre ~ 40 acras: 1820 e
Par Acra: 48 ____ .

RN S s s s N s s e S S s s s A S S S E S E TS EEE S EOE
Undiscounted Net Profit/Year: 1554 ______ -
Per Acre: 33 .

Digscountad Net Profit (PV if not reinvested): B780 _______
(using 12% interest) Per Acre: Se20 e
Discounted Net Profit (PV if reinvested 11438 ______ -

at BX as an annuity each year): Per Acra: 286 ___._._._.

S S e N S eSS s Sy e e S ST A S S T T R T T S T

~4+ TOTAL AVERAGE ANNUAL PROFIT FOR
10 YEAR PARTICIPATION IN THE
REGULAR CONSERVATION RESERVE et
PROGRAM (Profits Reinvestad) ##&+& Per Acre: 51

RS 2 2 E T T 1 L T T FF 1 iR iR iii i iRos b R g o g fog b b B R bt R i
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