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Respondents Joel Barth Shapiro, Walter William Anthony Boden, 11, Donald David Zell,
Jr., Gordon Jones 11 (collectively, the “Partners), and Timbervest, LLC move to strike evidence
concerning uncharged allegations not pled it the Order Instituting Proceedings (“O1P”). In the
alternative, they move, pursuant to Rule 452, to introduce additional evidence in this proceeding.
L Evidence relating to matters not pled should be stricken.

In the Division's Appeal, it lodged a series of allegations against Respondents that have
no relation to the allegations contained in the OIP. Specifically, the Division raised new
allegations about: (1) a 2005 attempt to sell a New Forestry property; (2) the development of a
New Forestry property from 2008 to 2012; (3) three letters that were sent from Timbervest to
ATE&ET in 2012; and (4) the transition (o a new manager for the New Forestry account in 2012,
The Division argues that these four new uncharged allegations are somehow relevant to
determining whether associational bars should be imposed against the individual Respondents
and whether Timbervest should have its cense revoked.

The Division’s strategy of not pleading these uncharged allegations and then raising them
in support of sanctions only after the evidentiary hearing in this matier has prejudiced
Respondents by allowing the Division- to introduce ancillary evidence through the backdoor and
preventing Respondents from responding te such ancillary evidence. The Division did not even
raise these uncharged allegations in its pre-hearing briefing. The Division filed a 28-page brief in
opposition to Respondents” Motion for Summary Disposition and never mentioned these
uncharged allegations. The Division pointed only to the charged activitics, not these extraneous
mutters, i support of its contention that Respondents posed a risk of future h;n"m. {Division’s
Opposition to Summary Disposition at 26.) The Division chose not to file a pre-hearing bricf
raising the arguments it now makes about this ancillary evidence. Two Qt‘these four uncharped

allegations were not even mentioned in the Division’s pust-hearing briefing. The Division’s

!
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choice to belatedly raise these allegations well afier the evidentiary hearing would substantially
prcjpdicc the Respondents should they form the basis for any conclusions or relief requested by
the Division.

All the evidence concerning Liéese. uncharged allepations should be excluded from any
consideration out of due process and {undamental faimess principles, [t is axiomatic that “a party
is entitled to advance notice that an issue is going to be tried and determined by @ court.” 618
Am, Yur. 2d Pleading § 862 (2010); see also 15 U.S.C. § 80b-3 (requiring “notice and
opportunity for hearing” before the SEC cun jmpose administrative sanctions). “{A] primary
purpose of the notice requirement . ., is to permit the respondent a reasonable opportunity to
prepare a defense against the theory of liability invoked by those who institute the proceedings
againstiL” Jaffee & Co. v. SEC, 446 F.2d 387, 394 (2d Cir. 1971). The reason for this notice is
clear: A respondent may not reasonubly be expected Lo defend itsell against every theory of
lability or punishment that might theoretically be extrapolated {rom a complaint or order if one
were to explore every permutation of fact and law there alluded to or asserted.” /d,

Recognizing that notice and opportunity to be heard is necessary before any violation can
be found or sanctions can be imposcd, the Commission and many federal courts have refused to
consider uncharged allegations not pled or raised before the evidentiary hearing in determining
whether a violation occurred or a sanction is appropriate, See, ¢.g., Russell Ponce, 2000 WL
1232986, at *11 n49 (Aug. 31, 2000} (“we do not consider [uncharged conduct] in assessing
Ponce’s conduct or the appropriate sanctions.™); Jaffee & Co., 446 F.2d at 393 (vacating Section
15 violations and refusing to consider them in determining sanctions when the Division never
made an arpument under that section until its post-hearing brie); Proffitr v. FDIC, 200 F.3d 855,

861-62 (D.C. Cir. 2000) (finding that the FDIC could not cstablish a lack of current risk to the

[
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public in an action based solely on Proffitt’s long past conduct, when no notice was provided that
his current competence and/or risk was at issuc and no attempt was made to evaluate his present
fitness or competence); Henry Bierce Co. v. NLRB, 23 F.3d 1101 (6th Cir, 1994) (vacating
finding of violation that was based on theory that was distinct from that pled by the NLRB);
NLRB v, Blake Constr. Co., 663 F.2d 272 (D.C. Cir. 1981) {(refusing to uphold violations based
on allegations that were raised in a complaint made to the NLRB but not carricd over and
specifically pleaded by the Board in its subsequent complaint); Redale Press, Inc. v. FTC, 407
F.2d 1252, 1257 (D.C. Cir. 1968) ("By substituting an issue as o the books’ content for the one
framed by the pleadings, effectiveness of the books” ideas and supgestions, the Commission has
deprived petitioners of both notice and hearing on the substituted issue.”).

‘The Division has pointed to the Commission’s September 2, 2014 order in Moatford &
Company, Inc., Advisers Act Release No. 3908, for its contention that the Commission “may
consider conduct outside the OIP in deciding the appropriate remedy.” (Division’s Brie{'to the
Commission at 46 n.18.) But the September 2, 2014 order in Montford says nothing of the sort.
A May 2, 2014 order tnn that case does contain a sentence that it is considering “aggravating
factors™ not pled in the OIP “in assessing the appropriate sanction.” 2014 WL 1744130, at *19.
But the appravating factors there were an “admitted failure to disclose additional compensation”
from the same source as pled. /d. Additional examples of admitted failures to disclose do not
raisc the same concern about a lack of notice and opportunity for a hearing. Furthermore, in
support of this statement, the Commission cited to two cases that are simply inapposite. First, the
Commission cited to J. Stephen Stout, 2000 W1 1469576, at *16 & n.64 (Oct. 4, 2000). But in

Stoyt, the Commission held that because “the O1P did not charge Stout with churning and was

never amended during the proceeding,” the ALYs finding that Stout churned accounts would be
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set aside. 2000 WL 1469576, at *14. The Commission correctly did not consider churming
allegations because the elements of churning, while similar, are different than the alleged
excessive trading,

‘The sccond case cited by the Commission in Montford is Joseph J. Barbalo, 1999 WL
58922, at *15 (Feb. 10, 1999), which held that evidence of witness tampering that occurred
during a hearing was relevant to assessing san{:tions, 2014 WL 1744130, at *19 n.154. But
Barbato's misconduct occurred during the evidentiary hearing, when he appareatly tried (o
convinee @ witness o change his testimony, and the ALJ ordered Barbato to cease tampering

~with witnesses. 1999 WL 58922 at *15. As in Moniford, there apparently was no dispute as to
whether the misconduct occurred, which does not raise the same need for notice and opportunity
for a hearing.

Here, in contrast, all the uncharged allegations on which the Division now relics were
known to the Division in advance of the hearing and the Division never articulated any theory for
how it would seck to use these allegations against Respondents. 'The Division could have given
notice to Respondents that it was going to argue that these uncharged allegations were relevant to
determining what sanctions, if any, arc appropriate, but it chose not 1o do so. There is no dispute
that the allegations concerning the attempts (o sell and the improvements to Glawson, the letiers
o AT&T, and the transition to a new investment manager for New Forestry were not pled in the
OIP. Nor were they ratsed in any pre-hearing briefing in the Division. Instead, the Division made
allepations concerning the attempis to sell and the improvements to Glawson for the first time in
its post-hearing brief. And it made allegations concerning the letters and transition for the first

time in its Brief to the Commission in Support of its Petition for Review. This strategy did pot
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provide Respondents fair notice of the uncharged allegations, and contrary to Montford and
Barbato, these allegations are definitely disputed.

Nor did Respondents have a fudl opportunity to litigate the issue. Respondents
consistently objected to evidence concerning uncharged allegations not plead in the QIP. See,
¢.g.. Motion in Limine at 4-7 (moving to exclude testimony and evidence concerning uncharged
allegations); Tr. at 1805-1 . 1856-65 (objecting to evidence concerning Glawson), Objecting to
scemingly irrclevant evidence does not give a party notice and opportunity to respond to
allegations based on that evidence. Henry Bicree Co., 23 F3d at 1107, see also Blake Constr.
Co., 663 I.2d at 280-8] (refusing to consider evidence of issuc when respondents” “counsel
objected repeatedly {that the issue] was irrelevant since the complaint™ did not address the new
uncharged allegations).

The Division did not articulate how the uncharged allegations were relevant (o ity case
until its post-hearing brief or appeal to the Commission. Even in its Response to Respondents’
Motions in Limine, it simply explained that issues outside the OIP were part of the narrative of
the two charged allegations. It did not contend that the uncharged allegations were relevant to
determining whether Respondents presented a future visk of harm, thereby supposedly
necessitating associational bars, until well after the hearing.

Thus, the Division failed to give fair notice of how it would ultimately try to present the
uncharged allegations to the AL and the Commission. If they had, they *could have called
additional witnesses and presented additional evidence in defense of [these] chargels]. Given this
argument, it is hard to conclude that the [Respondents] suffered no prejudice and had a full and

fair opportunity to litigate™ the new uncharged sllegations,” Hewry Bierce Co., 23 I.3d at 1108.
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Because Respondents received no notice that the Division would usc these uncharged
allegations, the Commission should strike this evidence from the record.

11 In the alternative, Respondents should be permitted to introduce additional
evidence,

Should the Commission refuse (o strike the evidence concerning the uncharged
allegations, the Respondents should have the opportunity to submit cvidence on these uncharged
allegations in accordance with Rule 452. Additional cvidence should be admitted if (1) “there
were reasonable grounds for failure to adduce such evidence previously,” and (2) “such
additional evidence is material.” Rule 452, There are reasonable grounds {or failure to adduce
evidence previously when a Respondent is not aware of the significance of evidence until the law
judge’s decision is issued. Ralph W. LeBlanc, 2003 WL 21755845, at *6 n.23 (July 30, 2003).
New cvidened is also material if it contradicts representations made by a party in its submissions
on appeal. Irfan Mohamnied Amanar, 2006 WL 3199181, at ¥10 n.59 (Nov, 3, 2006).

ALJ Elhot made scveral evidentiary findings that are fundamentally fawed. He
misconstrucd documents and drew improper inferences, and in se{/crui cases. relied on facts
entirely trrelevant to the charpes identified in the O1P. The Division now points to those findings
to support its argument that the Respondents represent a thircat of future harm. The new evidence
offered by this motion is a Declaration of William Bodcen (the “Boden Declaration™), a
Declaration of Jocl Barth Shapiro (“Shapiro Declaration™). and a Declaration of Donald David
Zelt (“Zell Declaration™) (collectively, the “Declarations™). They contain material evidence
because they address issues first raised in the Initial Decision and Division’s subsequent briefs.

A, If evidence concerning the improvements to Glawson is considered, new
cvidence should be admitted.

The ALI relicd on evidence relating to Glawson, a property Timbervest managed for
New Forestry, as a basis for imposing a cease-and-desist opder, As the ALJ admitted, the facts i

6
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this casc are “relatively old,” (Dec. at 65,3 The ALJ determined that this factor weighed against
imposing a cease-and-desist order, but was outweighed by “evidence of Respondents’

obliviousness to their fiduciary duties, which continues today.” (Dec. at 63.) (emphasis added).

The Division also relied heavily on evidence refating to Glawson in arguing that Respondents
prc:séntcd a risk of future harm. (Brief at 32-36, 46.) These allegations are flat wrong or taken out
of context.

As the Declarations explain, the purpose of improving Glawson was to create valuc for
the client. (Declarations, 4 9) ’Timbervest had full discretionary authority to manage the New
Forestry s assets, including the authority to “retain, manage, operate, repair, develop, subdivide,
dedicate, preserve and improve” any real property within the client’s portfolio. (Declarations, §

)

(VP

One of the propertics held in New Forestry’s portfolio was located near Atlanta, Georgia
and was known as Glawson. (Declarations, § 5) Because of its proximity (o Atlanta and other
unique attributes, Glawson was the second highest valued property on a bare land value per acre
basis out of the entire New Forestry portfolio. (Declarations, § 5) The highest valued property in
the portfolio on a bare land value per acre basis was a nearby “sister” property that was slated for
industrial development.

[n the mid-2000s, Glawson was in a state of disrepair and recovering from an extensive
and aggressive clear cut harvest undertaken by Timbervest's prior management in the early
2000s. (Declarations, 9 0) When a timberland property in this region is left to regenerate
naturally (as Glawson had been). the resulting forest usually reseeds with fast growing,
undesirable and low-value tree species such as sweetgum and thomy brush species like

blackberry. (Declarations, 4 7) The resulting landscape is a dense, unsightly, and virtually
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impenetrable jungle. (Declarations, § 7) Most of Glawson suflered from this condition in 2005.
(Declarations, § 7) When the plan was to convert the property to a single farmly subdivision this
condition did not materially impact the value because the process of building a single family
subdivision typically requires extensive land clearing and grading which consequently removes
much of the existing timber on a property. (Declarations. § 7)

The combination of these factors resulted in a property that was not acsthetically pleasing
to the eye, was not growing in silvicultural value for the clicnt, and offered little value froma
reercational or timber standpoint. (Declarations, § 9) Pursuant to the client’s directive to reduce
the size of New Forestry’s portfolio, Timbervest looked for ways to maximize the sales value of
CGilawson. {Declarations, § 9)

Timbervest attempted to sell Glawson as a property suitable for residential development,
but determined that the probability of the properly being converted to a traditional residential
subdivision was very low due (o the recent passage of onerous zoning and Jand use building
restrictions by the county and the relatively large percentage of non-useable wetlands/floodplain
located on site. (Dcclarali(ms,‘ 910

*ncthe 2007 Annual Report and 2008 Qutlook prepared by Timbervest and delivered to
the client, Timbervest identificd Glawson (which was part of the 1-20 purchase unit) as a Value-
Add/Opportunistic property. (Declarations, ¥ 12) Pursuant to the Program Investment
Guidelines, a Valuc-Add property is a property that exhibits characteristics that “when combined
».vith active management strategies may produce returns in excess of target returns.”
(Declarations, § 12) Value-Add propertics typically have a land value equal to or greater than the
timber value and will typically be managed for disposition into 2 higher and better use market.

{Declarations, 4 12) Opportunistic Propertics exhibit characteristics that “when combined with
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creative management strategies should produce returns in excess of target returns.”
(Declarations, § 12) Opportunistic .Proper"tics will typically be managed for conversion as a non-
timberland property and will have very few characteristics of a core timberland property.
{Declarations, 4 12) Glawson remained classificd as Value-Add/Opportunistic through the course
of Timbervest's management of the New Forestry account. ending in 2012, (Declarations, § 12)

In January 2008, Timbervest’s management and foresters met to discuss how best o
address the dilapidated state of Glawson and 1o devise an exit strategy that would maximize
value for the client, all in accordance with the client’s Program Investment Guidelines
classifying the property us Value-Add/Opportunistic. (Declarations, § 13) Given the property’s
casy accessibility (0 Atlanta via 1-20, its physical characteristics and relatively high per acre bare
Tand value, Timbervest determined the best exit strategy was to improve and enhance the
property’s aesthetics, value, usability, and salability for the high-end reercational market through
active and creative management strategies, (Declarations, 4§ 13)

In Timborvest’s experience, the high-end recreational market includes properties that are
(1) easily accessible to wealthy individuals; (i1) located in areas where desirable wildlife species
improved with water features such as lakes, ponds, and duck impoundmcnté; (v) enhanced with
well-maintained food plots, ficlds and planted clearings; (vi) benefitted by selected timber cut-
outs and firing lanes to better the hunting experience; (vit) enhanced with structures such s
permancnt hunting stands strategically located throughout the property; (viif) accessible via
roads and trails to wetland areas and river corridors; (ix) developed with some vertical
improvements such as barns and/or storage structures to give the tract a sense of center of

activity and valuc and to adequately house and store equipment needed to maintain the property,

9
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and (x) benefitted by a more complex management regime designed to maximize the aesthetic
value, wildlife population and ecosystem than is otherwise the case with a basic forestry asset.
{ Dcélarations, q14) Timbervest developed an active and creative improvement plan to cxccgtc
this strategy at Glawson, which it squarely within its discretionary authority under the client’s
Program Investment Guidelines and Glawson's classification as a Value-Add/Opportunistic
property. (Declarations, § 14)

The main goals of the Glawson improvement plan were to increase internal access,
managge the forest in an economical way (o wean out the undesirable specics, create open areas to
diversify the landscape and improve aesthetics, provide supplemental habitat for wildlife, add
and/or enhance water features, add vertical improvements to give the {ract a sense of center and
place, and enhance the property entrances. (Declarations, § 15) Timbervest executed this stratepy
over a multi-year period, and il successiully added millions of dollars to the property’s valug, all
Lo the ultimate benefit of the client. (Declarations, 4 16) Spcciﬁca!iy,‘thc property value
increased from $4.5 million in mid-2006 to a peak of $13.2 million in mid-2011, in part as a
result of the many improvements described below, (Declarations, § 16)

The road improvement work included enhancements to already established roads and
construction of new internal roads. (Declarations. § 17) Virtually all of the established roads
were in need of repair and widening and in many places rock or gravel to solidify the road bed.
{Declarations, 4 17) The newly-constructed roads were strategically placed to provide access
between existing roads and better internal aceess throughout the perimeler and heart of the
property. (Declarations, 4 17) A new main entrance and access point was also constructed off

Elks Club Road, which not only improved the property’s appearance and aesthetics, but also

10
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enhanced access and provided added flexibility at disposition if the tract were to be subdivided.
(Declarations, § 17)

Timbervest created wildlife arcas or “food plots”™ on the tract. Wildlife areas are open
fields that can be planted in various scasonal forage varictics to benefit all wildlife on the
property, but primarily targeting whitctail deer, dove, quail, ducks, and turkeys. (Declarations, §
18) Timbervest created approximately fourteen wildlife areas totaling almost fifty acres, and the
four cxisting open arcas were enhanced to benefit wildlife, totaling roughly six acres,
(Declarations, 4 18)

On a typical intensively managed timberland property, the normal course of action would
bave been to clear the overg'rown arcas and re-establish new pine plantations, (Declarations, 4
19) Timbervest considered this course of action, but rejected it on the majority of the tract
because the cost of site preparation on overgrown arcas would cxceed the likely investment
benefit to the tract given its exceptionally high land value. (Declarations, § 19) In Timbervest's
judgment, the property’s potentiat to be used as a recreational property presented a higher
expected sales value. (Declarations. 4 19) Timbervest's experience indicated that likely buyers of
a recreational property would place substantially more weight on the recrcational value ol the
land as opposcd to merchantable trees growing on the property. (Declarations, 4 19)

Timbervest nevertheless determined that a few areas could, on a cost/henefit basis,

benefit from re-cstablishment of timber, (Declarations, 4 20) Those arcas were replanted in

loblolly and longleal pine to further diversify the forest type. (Declarations, 4 20) In the other
arcas. the forest management plan was geared towards cost-cffectively managing the naturally

regenerated pine stems that had seeded in with the other species, (Declarations, § 20) While it
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tukes time for pine trees to grow and the results of these applications to fully show, initial
indications were promising. (Declarations, § 20)

One cxisting teature on the property that enhanced its recreational potential and further
justified its candidacy for improvements was a three-acre pond located roughly in the center of
the tract. (Declarations, § 21) Like other features of the Glawson tract prior to the Timbervest
improvement plan, this pond had been neglected and was not being actively managed to take
advantage of its aesthetics and potential value. (Declarations, § 21) Arcas along the bank were
overgrown with shrubs and trees limiting water access and restricting the view. (Declarations, §
21) In addition, the watcr level was low due to a damaged drain pipe in the dam structure, the
pond lacked a dock to provide boat access, and some unsightly dilapidated structures existed
within close proximity. (Dco!arativons, 920

As part of the improvement plan, Timbervest addressed thesce issues by clearing the
majority of the pond’s shoreline and constructing a perimeter road to improve aceess, repatring
the drainage system to raise the pond level, demolishing the unsightly structures, and eventually
constructing a floating dock to benefit reereation potential. (Declarations, 4 22) In 2010, a
separate site was identified for a new twelve-acre pond to be constructed to further enhance the
tract’s recreational and potential break-up appeal. (Declarations, 4 23) That pond was permitted
and approved by the Army Corps of Engincers and construction began in 201 1. (Declarations, §
23) It was completed approximately nine months later,

Due to Timbervest’s active and creative upgrades to the overall aesthetics of the property,
the ereation of wildlife clearings, improvements in internal access, and enhancement of the
existing pond, the property was completely transformed from a recreation, utilization, and

wildlife standpoint, (Declarations, § 24) Timbervest’s management regime and improvement



12/702/2014 15:13 FAX 404 525 2224 ROGERS & HARDIN go24/084

plan contributed to a substantial increase in the value of the property over the 2008 to 2012
period that totated approximatcely $3.5 million (a 60.3 % increase in valuation). (Dec!aration’s. b
24)

Given the recreational focus of the property, Timbervest decided to create furthor
improvements, the most noteworthy being a barn with a loft above it. (Declarations, § 25) In
Timbervest’s experience, most high-end recreational propertics have some sort of hybrid shelter
and storage facility so that the owners can store their cquipment and vehicles, and also more
casily enjoy their getaway property with family or friends. (Declarations, § 25) Sincc this
property was casily accessible from Atlanta, and was upgraded to a condition that would atlow
for hunting, fishing, and riding all-terrain vehicles, Timbervest decided that adding such a
structure would increase the property’s value to buyers interested in a recreational property near
Atlanta. (Declarations, 9 25)

Timbervest began construction of a barn overlooking the ortginal pond in 2008, The barn
was constructed with an efficiency loft and bathroom on the second floor. (Declarations, 4 26)
While a top {loor efficiency was not originally considered, upon review it was determined that
the cost to add the efficicney was relatively low in comparison to the potential value increase to
the overall property. (Declarations, 4 26) Bedrooms were neither permitted by zoning code nor
built into the loft structure. (Neclarations, § 26) However, the structure was designed so that one
or two bedrooms could be easily added should a new owner‘desire such an upgrade and be
willing to go through the re-zoning process to allow for such an upgrade. (Declarations, §26)
Approximately two years later, a pole barn was constructed behind the original barn to house
large cquipment and materials as the property now had a more extensive maintenance

requirement associated with its various land use activities, (Declarations, § 26)

13
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Timbervest also enhanced the value of this investment with the acquisition of two
adjacent propertics. (Declarations, § 27) These acquisitions strengthened the property’s access
and sceurity. (Declarations, § 27) In 2008. the client purchased a 235-acrc failed residential
subdivision tract as an addition to the south that provided a third access point and eventually
cnded up being the portion of the tract where the pond was constructed. (Declarations, §27) In
2009, the client purchased a 75-acre parcel that adjoined to the north that put an end to a
trespassing issue that had been plaguing Glawson, thereby further enhancing its seeurity.
(Declarations, § 27) The 2009 acquisition was primarily a large, picturesque, wooded swamp that
was prime duck habitat. (Declarations, § 27) Adding this tract to Glawson further improved its
overall recreational appeal. (Declarations, § 27)

Timbervest made several other minor improvements to Glawson. (Declarations, § 28)
These included the installation of gates at all three entrances, the construction of three hunting
slands strategically placed in wildlife areas, and the clearing of a scenic ATV trail along the
Alcovy River. (Declarations, € 28)

‘Timbervest considered cach of the improvements and enhancements made to Glawson to
be squarely within its discretionary authority under the Investment Management Agreement and
within the client’s Program Investment Guidelines. (Declarations, § 29) Timbervest recorded
these cxpcnscsoﬁ the client’s general ledger, which describes the improvement expenscs
substantially as they were. (Declarations, § 29) For example, the expenses for constructing the
barmn were recorded as “Alcovy Cabin Construction,” “Alcovy Barn,” “Install barm 600 clks
club,” or “install interior of bam600elk.™ (Declarations, 4 29) Building the pond was recorded as
“BuildPond@EIksClubRd.” (Declarations, 4 29) The construction of the dock was recorded as

“Dock Construction.” (Declarations, 4 29) The road and pond improvements described above

14
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were recorded as “Rd/pond improvements™ and “Rd construction/pond improvement.”
{Declarations, ¥ 29) Timbervest made no effort to hide or to conceal any of the property
improvements. (Declarations, ¢ 30) In fact, the client’s auditor received the general ledger
reflecting the descriptions of the improvements set forth above. (Declarations, § 30)

The client’s representative who testified at the hearing may not have toured Glawson and
therefore may not have seen the particular improvements, but he certainly toured other propertics
closer 1o his residence, and he saw improvements made to those properties, (Declarations, § 35)
He had no objection to those improvements, and instead expressed his pleasure with
Timbervest's entreprencurial management style during this tour. (Declarations, § 35) That client
representative and others also met with Timbervest in July 2008 to discuss Timbervest’s strategy
of improving properties and selling into higher and better use markets. and they even reviewed
pictures of improvements. (Declarations, § 34).

it is true that Timbervest made the property available for a charitable auction at the
school of one of the partners’ sons, This cost New Forestry nothing, and was disclosed to New
Forestry's auditor. (Div. Ex, 168.) This also exposed the property to potential buyers,

1t is also true that Timbervest took potential investors (o the property. (Declarations, § 33)
These potential investors included potential buyers oi the property as well as potential investors
in Timbervest's funds. (Declarations, § 33) Such tours are common in the industry, and cost the
owner of the toured property nothing. (Declarations, § 33) In fact, during the same outing when
the client’s représcmativc toured a New Forestry, he also visited and toured a property called
“Big Six.” which was owned by another commingled fund managed by Timbervest.

(Declarations, § 36)
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Additionally, sometime in 2005 or 2006, Timbervest took representatives of ORG
Portfolio Management (BelSouth™s investment manager and fiduciary) and SBC
Communications (another ORG client) to tour the Baptist purchase unit which was owned by
New Forestry. (Declarations, ¥ 37) The purpose of the tour was to demonstrate Timbervest's
timberland management style to SBC Communications as a potential timberland investor and to
cducate them on the unique aspects of timberland investing. (Declarations, ¥ 37) There were
other potential investors and existing investors in Timbervest's commingled timberland fund
present on this property tour. (Declarations, § 37)

The Division’s arguments and the ALI's conclusions drawn from the (ﬁiawso;~1 facts were
based on an incomplete record of the facts, No conclusions should be drawn from these facts,
given the lack of notice of any allegations relative to this property, but to the extent Glawson is
used Lo support any findings, the Commission should consider the additional evidence reflected
in the Declarations,

B. I the evidence concerning statements fo AT&T Js considered, new evidence
should be admitted addressing the August 2006 Timbervest report.

Judge Elliott placed great weight in finding scienter on an August 20006 report issued by
Timbervest to its'client, New Forestry. (See, e.g.. Dec. at 42-43 (using August 2006 report in
rationale for finding Timbervest undervalued property when selling it to Chen): Dec. at 45-46
(using August 20006 report in finding scienter as o Boden); Dec. at 46 (using August 2006 report
in finding scienter as to Zell): Dec. at 47 (using August 2006 report in finding scienter as to
Shapire and Jones).) Unfortunately, the ALT drew negative inferences from mistaken
interpretations of the information in this report, The ALY did so even after recognizing that there

Ywas no testimony” on some of the information be found pertinent in the report.

16
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Among the many mistaken interpretations of the August 2006 report and 1ts data is that
the ALJ assumed repeatedly that Timbervest and its principals knew about sales that occurred in
November 2006 because the August 2006 report told the client that it expected to sell those
properties. n its Bricf to the Commission, the Division makes this same mistaken interpretation
but with the additional complication of getting the dates of the sales and the August 2006 feport
completely wrong. (Brief at 38 (“[Ti.n}i)erveét] also pave the misleading impression that
Timbervest did not expect the Tenneco Noncore tracts to sell at the prices they were fetching
until September 2006, when in fact Timbervest’s own reports to ORG show that the Noncore
tracts sold for the values anticipated in June 2006.7).) The Division arpues that the Respondents
actually misrepresented facts concerning the August 2006 Report in its letters to AT&T in 2012,
(Jd.) Additional evidence about this report and the facts contained in the report should be
accepted in light of the ALI's and Division’s mistakes in interpreting the report and the great
weight placed on it

As the Declarations show, upon request from ORG, the fiduciary for New Forestry,
Timbervest prepared and delivered to New Forestry the August 2006 New Forestry Disposition
Plan and Report (the “Aungust 2006 Report™). (Declarations, § 38) As a disposition plan, the
August 2006 Report ideﬁtiﬁed properties that Timbervest planned 1o sell on behalf of New
Forestry, and it identified the target sales prices for those properties. (Declarations, 4 39)

The August 2006 report did not report values based on actual sales, (Declarations, §40) It
simply reported estimated sale prices for a number of properties that Timbervest anticipated
liuidating under the client’s disposition mandate. (Declarations, 4 40) The August 2006 Report
merely reflected the estimated prices that Timbervest hoped to get for cach property, and not

actual sales, or prices that were in any way guaranteed. (Declarations, 4 40)

17
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The ALJT and Division, however, conclude from these projections that Timbervest must
have known these properties would sell in November. The ALJ erroneously inferred that the
Wolf Creck parcels “under contract by November 17, 2006, would have been the subject of
initial discussions prior to September 15, 2006.7 (Dec. at 43.) There is no basis in the record for
such a conclusion. The ALJ's and the Division’s inferences appear to be based on an incorrect
assumption that Timbervest directly negotiated thesce sales.

In fact, Timbervest's management did not know about these sales until November when it
received sales contracts from the brokers retained to sell these properties, (Declarations, §41)
With respect to the Wolf Creek properties, the sales were being handled exclusively by a third-
party sales agent under an auction and direct sale arrangement. (Declarations, 4 41) Information
regarding the first fow actual sales was not known to Timbervest until November 2006 when
potential sales contracts were delivered (o Timbervest for its review and consideration.
(Declarations, 4 41) Timbervest had no role in negotiating these sales. (Declarations, § 41)

‘The pricing from the first few sales of Wolf Creek properties only represcnted four sales
from the initial auction process conducted by the third parly sales agent and totaled only
approximalely 480 acres. (Declarations, §42) The complete sales propram for the Wolf Creek
propertics would ultimatcly ecncompass over eighteen separate transactions, 5,265 acres of
property. spanning more than four years, and yielding average prices materially below those of
the first four sales in November 2006, (Declarations, § 42) The vast majority of other properties
listed in the disposition report with “Estimated Sales Prices” either sold at prices materially
different than the estimate listed in the report, or in many cases, did not sell at all. (Declarations,
5 43) The “Estimated Sales Prices” did not and could not equate to a vafue conclusion and were

only best estimates of price and timing of sales as of August 2006, (Declarations, § 43)
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Timbervest did not proffer this evidence at the hearing because these erroneous
conclusions were not pled in the Order Instituting Proceedings, were not stated in the pre-hearing
briefs, and indeed, were not even argued at the hearing or in the Division’s post-hearing brief.
They appear largely to be the ALI's own invention.

The ALJ and the Division also attack an August 3, 2012 letter (“the 2012 Letter™) sent by
Timbervest to its client about the trangactions at issuc in thig case for its description of the
August 2006 Report and the Wolf Creek sales, The Division glommed on to the ALY's finding
in this regard. (Brief at 38, 54.)

The 2012 Letter detailed how, in February 2007, a commingled fund managed by
Timbervest acquired the Tennceo Core property that previously had been owned by New
Forestry, (Declarations, § 44) It also described how, by the time of this transaction, the value of
Tenneco Core had riscn about $1 million, and it described the reasons for the increase in value.
(Declarations, 4 45) The primary driver of the value increase was that timber prices spiked in the
fourth quarter of 2012, (Declarations, § 45) Timbervest learned of the spike in timber prices in
November 2012, and these price increases accounted for about $950,000 of the overall $1.05
million merease in value of Tenneco Core. (Declarations, 4 45)

The 2012 Letter explained that Timbervest learned of the Wolf Creek sales in November
2006. (Declarations, § 46) The letter pointed to these and other transactions in the area, not to
support the entire $1 million value Increase, but as a basis for management's comfort that valuing
the Jand at $6/acre more was reasonable, (Declarations, 4 46) This $6/acre difference was a mere
$80,000 out of the $1 million risc in value. (Declarations, § 46) The fact that these sales closed
above appraised value gave management comfort 1o pursue the Tenneco core transaction,

(Declarations, §46) The ALJ, howcever, reached the erroneous conclusion that Boden and the

19



1270272014 1516 FAX 404 525 2224 ROGERS & HARDIN ’ [foz1/084

2012 Letter were citing the Wolf Creek sales as a basis for the entire valuation of Tenneco Core
at $1 miili@m more.

Timbervest did not proffer this evidence about the 2012 Letter at the hearing because
these erroncous conclusions were not pled in the OIP, were not mentioned in the pre-hearing
bricfs, and were not even argued in the Division’s post-hearing brief. Again, they appear to be
the ALJ’s own invention.

The ALJ's misunderstanding of this evidence also supported his finding that Timbervest
was “motivated” to “land bank” the Tenneco Core property. {fDeé. at 42} The ALJ used flawed
fogic to determine that Timbervest knew about increased timber prices that would come in the
fourth quarter 02006, The ALJ quoted a hearing question posed to Boden asking him to
confirm that “because the value ol the timber went up, and the total per acre price was the same
as what was expected in the summer of 2006, then the bare land value must have decreased.”
(Dec. at 42). Boden did not understand this flawed logic and answered accordingly: *“1'm not
following you.”™ (Dec. at 42). An honest, understandable answer because there was a reason
Roden did not follow the question,

What the questioner and ALJ did not understand was that the per acre values ol the Wolf
Creek sales in the recreational market were not directly corrclative to the Tenpeco Core property,
a large core timberland property. The Woll Creck properties were markedly different kinds of
properties with different bases for their valuations. (Declarations, § 47) They were smialler and
more accessible, making them more affordable and interesting to individual buyers in the local
recreational market. (Declarations, 4 47) Their value reflected a higher and better use valuation
in the recreational market, rather than a raw land plus timber valuation. (Declarations, §47) The

spot price of trees has some relevance to the value of recreational propertics, but they are not the
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primary drivers of such values. (Declarations, 4 48) A much stronger corrclation cxists between
spot prices and pure imberland properties than between spot prices and recreational properties.
{Declarations, § 48)

C. d If evidence concerning the tmnsitio‘n of the New Forestry account is

considered, new evidenee should be admitted demonstrating Respondents
acted properly.

The AlJ also made findings that Timbervest “did not lve up o its duties to transition the
[New Forestry] account™ to its new investment manager in late 2002, (Dec. at 38-39.) The
Division then used this finding to support its conclusion that Respondents purportedly represent
a threat of future harm to investors. (Brief 39.) The ALI’s finding, however, was inaccurate.

By letter dated August 29, 2012, New Forestry terminated Timbervest as its investment
manager effective September 30, 2012, (Declarations, § 49) Timbervest was replaced with two
separate timberland managers who divided up management of the portfolio’s assets.
(Declarations, § 49) The original plan devised by AT&T reQuired a clean transition of the
account on September 30, 2012, 10 the new managers, (Declarations, 9 49) At that time,
according to Irank Ranlett at AT&T. Timbervest would have no further responsibilities for the
account or assets and would be paid its 3Q12 management fee. (Declarations, ¥ 49)

On September 5, 2012, Timbervest received a list of transition documents requested from
one of the newly appointed managers, Forest Investment Advisors (“FIA™), (Declarations, § 50}

FIA coordmawd the management transition process on behalf of both newly appointed
managers. (Declarations, 4 50) Timbervest’s transition team worked directly with FIA to provide
the requested documentation. (Declarations, 4 50) The transition list covered a broad range of
management/operational and accounting/finance documentation for cach purchase unit within

New Forestry's portfolio and included both current and historic data. (Declarations, § 51)

2
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Timbervest acted promptly in beginning an organized and well-documented flow of
documents and information to 'IA which required the dedication of substantial internal staff and
resources. (Declarations, 4 52) The volume of sccounting data, as well as fegal and operational
files related to the transition was cnormous and required much of Timbervest's internal
accuuming and legal staff to compile and prepare for transfer, (Declarations, 4 52) The
accounting docmncmati(m required some additional review to eliminate sensitive information
pertaining fo other Timbervest clients as well as proprietary information (and/or processes)
belonging o Timbervest, (Declarations, § 52)

In addition, during the data collection AT&T substantially changed their original
transition requirements and required Timbervest to complete 3Q12 financial statements lor the
account. (Declarations, § 52) This change was not anticipated and slowed down the data transfer
as 3Q12 financial statements had to be prepared before {inal data could be transmitted.
{Declarations, § 52) Financial statement preparation typically takes six to eight weeks to prepare
after the end of the quarter due to data updates, aceruals and other accounting requirements.
(Declarations, ¥ 52) Preparation of New Forestry himancial statements was given priority over
other funds and the data was provided in a timely manner. (Dc:c:iax‘ations, 4 52) Timbervest
worked through these issues with FIA and the information flow continued in & satisfactory
manner. (Declarations, ¥ 52) |

Various employees of FIA sent numerous complimentary email communications to
Timbervest indicating that they appreciated our continued cooperation in the transition process
and were pleased with the flow of information, (Declarations, 4 53) Timbervest continued to
prepare and provide data and information to FIA throughout the 4™ Quarter of 2012 and into

2013 as additionpally requested with no compensation. (Declarations, § 53} This cooperation

3]
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continues today, (Declarations, § 53) Timbervest worked closely with PWC, the New Forestry
auditor, into the summer of 2013 with no compensation. {Declarations, § 53}

On Qctober 12, 2012, Frank Ranlett, an AT&T representative, wrote to Carolyn Seabolt,
Timbervest’s General Counsel, stating that he “regretfled] any imputation that you were not
transitioning to the letter, and Iikcly beyond, of the agreements between our two organizations,”
(Declarations, ) 54).

Had Respondents been aware that the transition of the account was to be at issue at the
hearing, they could have presented evidence on the issue, including that described above, The
Division failed to provide proper notice on this issue and the Commission should therefore not
consider these allegations. Alternatively, the Commission should consider the additional
evidence that shows Timbervest cooperated beyond the call.

Unavailability of Records

Evidence in the record showed that AT&T, BellSouth, and Timbervest did not retain
records from the relevant time period. Additional evidence shows that even AT&Ts fiduciary
representative, ORG, did not retain records, (Declarations, 4 55) This evidence should be
considered in light of the ALY finding that the lack of evidence should be held against

Respondents.

%Thix 2nd day of December, 2014,

Wt )/ it sl (fustl 50t
Stepl m(a/ D.C oﬁgu Nancy . Grunberg [/ rtHe
Julia Blackburn Stone Cicorge Kostolampros e
ROGERS & HARDIN LLP MCKENNA LONG & ALDRIDGLE LLP
2700 Intcrnational Tower, Peachtree Center 1900 K Street, N.W,
229 Peuchtree Street, N.L. Washington, D.C. 20006
Atlania, GA 20303 Telephone: 202-496-7524
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION
RECEWED ]

DEC 02 9
ADMINISTRATIVE PROCEEDING 02 2014

File No. 3-15519 | 8 O e

In the Maiter of
Timbervest, LLC,
Joel Barth Shapiro,
Walter William Anthony Boden, 1,
Donald BDavid Zell, Jr.,
and Gordon Jones I,
Respondents,

Peclaration of William Boden

DF(‘LAR/\HON OF WILLIAM BODEN

I, William Boden, make the following Declaration under oath and under penalty of
perjury:

1. My name is William Boden. [am over the age of 21 ycars, and 1 have personal
knowledge of the matters in this Declaration,

2. I am the Chief Investment Officer for Timbervest, LLC, a registered investment
adviser, and [ have hc!d this position since 2004.

Glawson Improvement History

3, Timbervest's first timberkand client was New Forestry, LLC. The client owned a
portfolio of umberland that Timbervest managed pursuant to investment management
agreements which vested Timbervest with full diseretionary authority to manage the client’s
agsets, including the authority to “retain, manage., operate, repair. develop, subdivide, dedicate,
preserve and improve™ any real property within the client’s portfolio.

4. The land and timber holdings making up New Forestry’s timberland portfolio

were located throughout the United States and were valued at approximately $470 million in
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2003. At that time, the beneficial owners of New Forestry directed Tunbervest to reduce the size
of the portfolio by liquidating approximately 50% of the holdings over the next several years,

5. Onc of the properties held in New Forestry's portfolio was located pear Atlanta,
Georgia and was known as the Glawson property. Because ol its proximity to Atlanta and other
unique attributes, the Glawson property was the second highest valued praperty on a bare land
value per acre basis out of the entire New Forestry portfolio. The highest valued property in the
portfolio on a bare land value per acre basis was a nearby “sister” property that was slated for
industrial development.

0. In the mid-2000s, the Glawson property was in a state of disrepair and recovertag,
{rom an extensive and aggressive clear cut harvest undertaken by Timbervest’s prior
management in the early 2000s.

7. When a timbcr.land property in this region is lefi to regenerate naturally (as the
Glawson property had been), the resulting forest usually reseeds with fast growing, undesirable
and low-value tree specics such as sweetgum and thorny brush spectes iike blackberry. The
resulting landscape 18 a dense, unsightly, and virtually impencteable jungle. Most of the
Glawson property suffered from this condition in 2005. When the plan was to convert the
property 1o a single family subdivision this condition did not materially impact the value because
the process of building a single family subdivision typically requires extensive land clearing and
grading which consequently removes much of the existing timber on a property.

K. In addition to the forest type being less than desirable, the internal roads on the
property were poorly maintained and in many places were no longer passable even via all-terrain
vehicles,

9. ‘The combination of these factors resulted in a property that was not aesthetically
pleasing to the eye, was not growing in silvicultural value for the client, and offercd little value

from a recreational or timber standpoint, Pursuant to the client’s directive to reduce the size of
2



New Forestry’s portfolio (and as reflected in the 2005 Annual Report and 2006 Qutlook prepared
for the client which identified the Glawson property as a candidate for short term sale),
Timbervest looked for ways to maximize the sales value of the (ilawson property, but the state of
the property severcly unpaired the expected sales price.

10.  Timbervest made an effort to market and Lo sell the Glawson property as a
property suitable for restdential development, but determined that the probability of the property
being converted to a traditional residential subdivision was very low due to the recent passage of
onerous zoning and land usc building restrictions by the county, in addition to the relatively farge
pereentage of non-useable wetlands/floodplain located on site,

11, Starting in 2006, the management of the New Forestry portfolio was specificaily
governed by a new sct of Program Investment Guidelines which were instituted by the client.
These Guidelines provided for 70% of New Forestry®s portfolio to be in core timberland
holdings with 30% being in Value-Add/Opportunistic investments.

12, Inthe 2007 Annual Report and 2008 Outlook prepared by Timbervest and
delivered to the client, Timbervest identified the Glawson property (which was part of the 20
purchase unit) as a Value-Add/Opportunistic property (the Program Investment Guidelines
acknowledge that these two classifications can overlap). Pursuant to the Program Investment
CGuidelines, a Value-Add property 1s a property that exhibits characteristics that “when combined
with active management strategies may produce returns in excess of target returns.” Value-Add
propertics typically have a fand value equal to or greater than the imber value and will typically
be managed for disposition into a higher and better use market. Opportunistic Propertics exhibit
characteristios that “when combined with creative management strafegies should produce returns
in exeess of target returns.” Opportunistic Propertics will typically be managed for conversion

as a non-timberland property and will have very few characteristics ol a core timberland
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property. The Glawson property remained classified as Value-Add/Opportunistic through the
course of Timbervest’s management of the New Forestry account, ending in 2012.

13. In January 2008, Timbervest’s management and foresters met to discuss how best
to address the dilapidated state of the Glawson property and to devise an exit strategy that would
maximize value for the client, all in accordance with the client’s Program Investment Guidelines
classifying the property as Value-Add/Opportunistic. Given the property's easy accessibility to
Atlanta via 1-20, its physical characteristics and relatively high per acre bare land value,
Timbervest determined the best exit strategy was to improve and enhance the property’s
acsthetics, value, usability, and salability for the high-end reercational market through active and
creative management strategies.

14.  In Timbervest's experience, the high-end recreational market includes properties
that are (1) casily accessible to wealthy individuals; (ii) located in areas where desirable wildlife
species are known Lo exist; (i) improved with road systems and property entrance and exit
points; (iv) improved with water features such as lakes, ponds, and duck impoundments; (v)
enhanced with well-maintained food plots, ficlds and planted clearings; (vi) benefitted by
selected timber cut-outs and firing lanes to better the hunting experience; {vit) enhanced with
structures such as permanent hunting stands strategically located throughout the property; (viil)
accessible via roads and trails (0 wetland areas and river corridors; (ix) developed with some
vertical improvements such as barns and/or storage structures to give the tract a sense of center
of activity and value and to adequately house and store equipment needed Lo maintain the
property, and (x) benefitted by a more complex management regime designed to maximize the
acsthetic value, wildlife population and ecosystemn than is otherwise the case with a basic
forestry asset. Timbervest developed an active and creative improvement plan to execute this

strategy at Glawson which it squarely within its discretionary authority under the clients
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Program Investment Guidelines and Glawson’s classilication as a Value-Add/QOpportunistic
properly.

I5.  The main goals of the Glawson improvement plan were (o increase internal
aceess, manage the forest in an economical way to wean out the undesirable species, create open
areas to diversify the landscape and improve acsthetics, provide supplemental habitat for
wildlifc, add and/or enhance water features, add vertical improvements to give the tract a sense
of center and place, and enhance the property entrances.

16.  Timbervest executed this strategy over a multi-year period and it successfully
added millions of dollars to the property’s value, all (o the ultimate benefit of the client,
Specifically, the property value increased from $4.5 million in mid-2006 to a peak value of $13.2
million in mid-2011, in part as a result of the many improvements described below, Through its
extensive efforts, Timbervest successfully transformed this once dilapidated asset into a highly
desirable high-end recreation tract.

17 The road improvement work included enhancements to already established roads
and construction of new internal roads. Virtually all of the established roads were in need of
repair and widening and in many places rock or gravel (o solidify the road bed. The newly
constructed roads were strategically placed to provide access between existing roads and better
internal access throughout the perimeter and heart of the property. A new main entrance and
access point was also constructed off Elks Club Road, which not only improved the property’s
appearance and acsthetics, it also enhanced access and provided added flexibility at disposition if
the tract were to be subdivided.

IR Timbervest created wildlife areas or “food plots” on the tract, Wildlile areas are
open fields that can be planted in various scasonal {orage varieties to benefit all wildlife on the
property, but primarily targeting whitetail deer, dove, quail. ducks, and turkeys, Timbervest

created approximately fourteen {14) wildlile arcas totaling almost fifty (50) acres, and the four
5



(4) cxisting open areas were enhanced to benefit wildlife, totaling roughly six (6) acres. In
addition to the wildlife openings created, in selective areas, mulching was prescribed 1o clear
underbrush :-iiong roadsides and other arcas to mprove the aesthetics of the property.

19, Ona typical intensively managed timberland property, the normal course of
action for the thick naturally regenerated forest type that dominated the Glawson tract would
have been to ¢lear the overgrown areas and re-establish new pine plantations. Timbervest
considered this course of action, but rejected it on the majority of the tract because the cost of
site preparation on overgrown areas would oxeced the Hkely in'vesmmm benefit to the tract given
its exceptionally high land value. In Timbervest's judgment, the property’s potential to be used
as a recreational property presented a higher expected sales value. Timbervest’s experience
indicated that hkely buyers of a recreational property would place substantially more weight on
the recreational value of the land as opposed to merchantable trees growing on the property.

20.  ‘Timbervest nevertheless determined that a few areas could, on a cost/benefit
basis, benefit from re-establishment of timber, Those areas were replanted in loblolly and
longleal pine to further diversify the {orest type. In the other areas, the forest management plan
way geared towards cost-effectively managing the naturally regencrated pine stems that had
seeded in with the other species. In areas of dense understory competition, this involved sclect
chemical applications to kill the deciduous woody competition. In areas with less dense
understory, this involved prescribed burning, which is more benelicial to wildlife and also is
more acsthetically pleasing. While it takes time for pine trees to grow and the results of these
applications to fully show, initial indications were promising.

21, One existing featurc on the property that enhanced its recrcational potential and
firther justificd its candidacy for improvements was a three (3) acre pond located roughly in the
center of the tract. Like other features of the Glawson tract prior to the Timbervest improvement

plan, this pond had been neglected and was not being actively managed to take advantage of its
6
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aesthetics and potential value. Areas along the bank were overgrown with shrubs and trees

limiting water access and restricting the view. In addition, the water level was fow duc to a

damaged drain pipe in the dam structure, the pond lacked a dock to provide boat access, and
some unsightly dilapidated structures existed within close proximity.

22, Aspartof the improvement plan, Timbervest addressed these issues by clearing

-the majority of the pond’s shoreline and constructing a perimeter road to improve aceess,

repairing the drainage system to raise the pond level, demolishing the unsightly structures, and
eventually constructing a floating dock to benefit recrcation potential,

23, Im 2010, a separate site was identified for a new twelve (12) acre pond (o be
constructed to further enhance the tract’s recreational and potential break-up appeal. That pond
was permitted and approved by the Army Corps of Engincers and construction began in 2011, Tt
was completed approximately nine (9) months later. This pond was construeted during a drought
pcriod. The abnormally dry weather during its construction lowered the build-out cost but also
delayed filling the pond for approximately two (2) years,

24, Dueto Timbervest's active and creative upgrades to the overall acsthetics of the
properly, the creation of wildlife clearings, improvements in internal access, and enhancement of
the existing pond, the property was completely transformed from a recreation, utilization, and
wildlife standpoint. Timbervest's management regime and improvement plan contributed (o an
approximately $3.5 million increase in the valiu’: of the property from the beginning of 2008
through 2012 (a 60.3 % increase in valuation).

25, Given the recreational focus of the property, Timbervest decided to create fuxthcf
improvements, the most noteworthy being a barn with a loft above it. In Timbervest's
experience, most high-end recreational properties have some sort of hybrid shelter and storage
facility so that the owners can store their equipment and vehicles, and also more casily enjoy

their getaway property with family or fricnds. Since this property was ¢asily accessible from
7
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Atlanta, and was upgraded to a condition that would allow fof hunting. fishing, and riding all-
terrain vehicles, Timbervest decided that adding such a structure would increase the property’s
vélue to buyers interested in a reereational property near Atlanta, Georgia.

26.  Timbervest began construction of a barn overlooking the original pond in 2008.
The barn was constructed with an efficiency Toft and bathroom on the second floor. While a top
floor efficiency was not originally considered, upon review it was determined that the cost to add
the efficiency was relatively low ip comparison to the potential value increase to the overall
property. Bedrooms were neither permitted by zoning code nor built into the loft structure.
However, the structure was designed so that one or two bedrooms could be casily added should a
new owner desire such an upgrade and be willing to go through the re-zoning process with the
county to allow for such an upgrade. Approximately two (2) years later, a pole barmn was
constructed behind the original barn to house large equipment and materials as the property now
had a more extensive maintenance requirement associated with its various land use activities.

27.  Tnaddition to the road, wildlife area, pond, garage/bam, and forest management
improvements, Timbervest further enhanced the value of this investment with the acquisition of
two adjacent properties. ‘Thesc acquisitions strengthened the property’s acéess and security. In
2008, the client purchased a 235 acre failed residential subdivision tract as an addition to the
south that provided a third access point and eventually ended up being the portion of the tract
where the pond was constructed. In 2009, the client purchased a 75-acre parcel that adjoined to
the north. The acquisition of the 75-acre parcel put an end to a trespassing issue that had been
plaguing the Glawson property. thereby further enhancing its security. The 2009 acquisition was
primarily a large. picturesque, wooded swamp that was prime duck habitat. Adding this tract to
the Gilawson property further improved its overall recreational appeal.

28, Timbervest made several other minor improvements to the Glawson prépen‘.y.

These included the installation of gates at all three (3) entrances, the construction of three (3)
8
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hunting stands strategically placed i wildlife arcas, and the clearing of a scenic ATV trail along
the Alcovy River.

29, fimbervest considered each and every one of the improvements and
cohancements made to the Glawson property to be squarely within its discretionary authority
under the Investment Managémcnt Agreement and within the client’s Program }nvcstmcn’t
Guidelines. Timbervest recorded these expenses on the client’s general ledger, a printout of
which is attached hereto as Exhibit A. The general ledger shows that Timbervest described the
iniprovcmem expenses substantially as they were, For example, the expenses for constructing
the barn were recorded as “Alcovy Cabin Construction,” “Alcovy Barn,™ “Install barmn 600 elks
club.” or “install intertor of bam600elk.” Building the pond was recorded as
“BulldPond@ElksClubRd.”  The construction of the dock was recorded as “Dock
Counstruction.”  The road and pond improvements described above were recorded as “Rd/pond
improvements” and “Rd construction/pond improvement.”

30, Timbervest made no cffort to hide or to conceal any of the property
improvements. {n fact, the client’s zi:uiitor received the general ledger reflecting the descriptions
of the improvements set {orth above,

31, New Forestry's zmdilbrs produced copies of these records to the Division of
Enforcement and these are attached as Exhibit B.

32, In2012, Timbervest substantially completed the recreational re-branding of
Glawson, and. as a result, Timbervest assigned it to Quartite 3 in the 2011 Annual Report and
2012 Outlook. This re-assignment o Quartile 3 was indicative of the fact that the property was
ready to be marketed for sale. However, just as this effort was to commence, the beneficial
owners of New Forestry transferred management of the New Forestry account away {rom

Timbervest,



33, Timbervest's management occasionally took high net worth individuals and
potential investors to the Glawson property because of its close proximity to Timbervest’s
headquarters in Atlanta, Georgia. These people included individuals who Timbervest pereetved
to be potential buyers of the Glawson property itself as well as potential investors in
Timbervest's funds. Using a local property to showease a manager’s investment style is
common practice in the real estate industry and invalves no cost to the beneficial owner of the
real estate and certainly docs not harm them.

34 Timbervest explained to New Forestry’s beneficiary representatives that it would
seek to maximize value for New Forestry by improving particular properties so they could be
sold at their highest and best use potential. New Forestry expressly approved Timbervest's
strategy of making such improvements to properties within its portfolio. For instance, on July
31, 2008, several Timbervest representatives met with Ranlett und other AT&T representatives
to review Timbervest’s management of New Forestry. The group discussed individual
propertics, acquisitions and improvements to properties.  The representatives from AT&T
agreed that Timbervest's “private equity/real estate™ approach was their preferred strategy from a
strategic perspective. The group even reviewed pictures reflecting Timbervest's HBU/Land
improvements to New Forestry properties. Timbervest documented a summary of these
discussions in minutes, a printout of which is attached hereto as Exhibit C.

35.  Inaddition, in April 2009, representatives of New Forestry's beneficiaries,
including Frank Ranlett, toured and saw improvements made by Timbervest 1o one of its
properties focated in the northeast called St Aurelie. This property was closer to Mr, Ranlett's
state of residence and therefore more convenient to visit. Following this property tour, Mz;.
Ranlett expressed his pleasure with Timbervest's entreprencurial management style. While he
did not ask for details on the umounts spent to improve that property, Mr, Ranlett was clearly

aware of, and in agreement with, Timbervest’s use of its discretionary management authority to
10
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devisc and implement creative improvement plans on propertics held in their portfolio and
consistent with the Program Investment Guidelines,

36.  Itis not uncommon to conduct timberland tours on client propertics for the benefit
of investors in other funds and/or potential investors in an effort to showcase the manager’s
property management style and (o educate them in the unigue aspeets of imberland investments.
In fact, during the same outing when Mr. Ranlett toured the St. Aurelie property, he also visited
and toured a property called “Big Six” which was owned by another commingled fund managed
by Tunbervest,

37, Additonally, sometime in 2005 or 2006, Timbervest took representatives of ORG
Portfolio Management (af the time, BellSouth's investment manager and fiduciary) and SBC
Communications (another ORG client) to tour the Baptist purchase unit which was owned by
New Forestry, The purpose of the tour was to demonstrate Timbervest's timberland
management style to SBC Communications as a potential timberland investor and to educate
them on the unique aspects of timberland investing. There were other potential investors and
existing investors in Timbervest’s commingled timberland {und present on this property tour.
Property tours were often followed by a tour of & nearby working timber mill to provide a morc
complete picture of the timberland investment cycle,

August 2006 Report to New Forestry

38, Upon request from ORG, the fiduciary for New Forestry, Timbervest prepared
and delivered to New Forestry the August 2006 New Forestry Disposition Plan and Report (the
“August 2006 Report”™). The August 2006 Report resulted from extensive work by many of
Timbervest's personnel, including foresters, analysts, and management.

39, As a disposition plan, the August 2006 Report identified properties that
Timbervest planncd to sell on behalf of New Forestry, and it identified the target sales prices for

those properties,
11



40, The August 2006 Report did not report values based on actual sales. Tt sim;j!y
reported estimated sale prices for a number of propertics that Timbervest anticipated liquidating
under the client’s disposition mandate. The August 2006 Report merely reflected the estimated
prices that Timbervest hoped to get for cach property, and not actual sales, or prices that were in
any way guaranteed.

41, With respect to the Wolf Creek propertics, the sales were being handled
exclusively by a third party sales agent under an auction and direct sale arrangement.
Information regarding the [irst few actual sales was not known to Timbervest until November
2006 when the first potential sales contracts were delivered to Timbervest for its review and
consideration. Timbervest had no role in negotiating these sales.

42, The pricing from the first few sales of Wolf Creck properties only represented
four (4) sales from the initial auction process conducted by the third party sales agent and totaled
only approximately 480 acres. The complete sales program for the Woll Creek properties would
ultimately encompass over cighteen (18) separate transactions, 5,265 acres of property, spanning
more than four (4) ycars, and yielding average prices materially below those of the first four (4)
sales in November 2006,

43, The vast majority of other propertics listed in the disposition report with
“Estimated Sales Prices™ ¢ither sold at prices materially different than the estimate listed in the
report, or in many cascs, did not scil at all. The “Lstimated Sales Prices™ did not and could not
equate to a value conclusion and were only best estimates of price and timing of sales as of
August 2006.

44. On August 3, 2012, Timbervest wrote a letter (the “2012 Letter’™) to New
Forestry’s beneficial owners describing various facts relating (o the tmnsactiéns at issue in thig

case. In particular, it detailed how, in February 2007, a commingled fund managed by

12



Timbervest acquired the Teaneco Core property that previously had been owned by New
Forestry.

45.  The 2012 Letter also described how, by the time of this transaction, the value of
Tenneco Core had risen about $1 million. and it described the reasons for the increase in value.
‘The primary driver of the value increase was that timber prices spiked in the fourth quarter of
2012, Timbervest learned of the spike in timber prices in November 2012, and these price
increases accounted for about $950.,000 of the overall $1.05 million increase in value of Tenncco
Core.

40, The 2012 Letter also explained that Timbervest learned of the Woll chk sales in
November 2006. The letter pointed to these and other transactions in the area, not to support the
entire 8§1 million value increase, but as a basis for justifying management's comfort level that
valuing the land component of the property at $6/acre more was rcasonable. This $6/acre
difference was a mere $80,000 out of the $1 million rise in value. It was the fact that these sales
were being executed above appraised value that gave management comfort to pursue the
Tenneco core transaction.

47. The per acre values of the Wolf Creek sales in the recreational market were not
directly correlative to the Tenneco Core property, which was a large core timberland property.
The Wolf Creek propertics were markedly different kinds of propertics with different bases for
their valuations. They were smaller and more accessible, making them more alfordable and
interesting to individual buyers in the local recreational market. Their value reflected a high and
- better use valuation in the reercational market, rather than a raw land plus timber valuation.

48.  The spot price of trees has some relevance 1o the value of recreational properties,
but they are not the primary drivers of such values, There is a much stronger correlation between
spot prices and pure timberiand properties than spot prices have with higher and better use

recreational properties.
i3



Transition of New Forestry Account to New Management

49, By letter dated August 29, 2012, New Forestry terminated Timbervest as its
investment manager ¢ffective September 30, 2012, Timbervest was replaced with two separate
timberland managers who divided up management of the portfolio’s assets. The original plan
devised by AT&T required a clean transition of the account on September 30, 2012 to the new
managers. At that time, according to Frank Ranlett at AT&T, Timbervest would have no further
responsibilities for the account or assets and would be paid its 3Q12 management fec.

50.  On September 5, 2012, Timbervest received a list of transition documents
requested from one of the newly appointed managers, Forest Investment Advisors (“FIA™). FIA
coordinated the management transition process on behalf of both newly appointed managers.
Timbervest’s transition team worked directly with FIA to provide the requested documentation.

51, The transiton list covered a broad range of management/operational and
accounting/Ginance documentation for each purchase unit within New Forcstry's portfolic and
included both current and historic data,

52, Timbervest acted promptly in beginning an organized and well-documented flow
of documents and information to FIA which required the dedication of substantial internal staff
and resources. The volume of accounting data, as well as legal and operational files related to
the transition was enormous and required much of Timbervest’s internal accounting and legal
staff to compile and preparc for transfer. The accounting documentation required some
additional review to eliminate sensitive information pertaining to other Timbervest clicnts as
well as proprietary information (and/or processes) belonging to Timbervest. In addition, during
the data collection AT&T substantially changed their original transition requirements and
required Timbervest to complete 3Q12 financial statcments for the account. This change was not
anticipated and slowed down the data transfer as 312 financial statements had to be prepared

before final data could be transmitted. Financial statement preparation typically takes six to
X

nuutne W Hanuodn Qi VIS U/

R


http:inlemi.il

p—

e mv T Eweew LA MVY JOd LL4Y RUbGELHe & HARULN ) wivaods Vo

eight weeks o prepare after the end of the quarter due to data updates, aceruals and other
accounting requirements. Preparation of New Forestry financial statements was given priority
over other funds and the data was provided in a timely manner. Timbervest worked through
these issues with FIA and the information [Tow continued in a satisfactory manner. An example
of the types and quantities of information and/or documents provided to FIA is attached hereto as
Exhibit 1. N

53, Various cmﬁ!()yv:es of FIA sent numerous complimentary email communications
to Timbervest indicating that they appreciated our continucd cooperation in the transition process
and were pleased with the flow of information. Timbervest continued to prepare and provide
data and information to FIA lhréughoul the 4™ Quarter of 2012 and into 2013 as additionally
requested with no compensation. This cooperation continues today. Through this process
Timbervest provided continual, substantive and material support so that New Forestry could
complete jts 2012 audited {inancial statements and tax filings. Timbervest worked closely with
PWC, the New Forestry auditor, into the summer of 2013 with no compensation. PWC was very
appreciative of Timbervest’s cfforts.

34.  On October 12, 2012, Frank Ranlett, an AT&T representative, wrote to Carolyn
Scabolt, Timbervest's General Counsel, stating that he “regretfted] any imputation that you were
not transitioning to the [ctier, and likely beyond, of the agreements between our two
organizations.” A printout of this email is attached hereto as Exhibit E.

Additional Evidence Regarding Lack of Records

e

Timbervest received an email on November 6, 2012, from AT&T representative,

A
wh

Ranlett, in which he advised that he had asked ORG for “all their material on New Forestry and
the BellSouth account, but they didn't keep any records other than copies of [ORG’s] reports to

BellSouth.” A printout of this cmail is attached hereto as Exhibit T,

15
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1 declare under penalty of perjury that the foregoing is true and correct.

Uil Ludhw Oty K4 T

Walter William Anthony Bod\éz]}, 111
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

RECEIVED
DEC 02 201
"1OF OF THE SEGRETARY

RN T T——

ADMINISTRATIVE PROCEEDING
File No, 3-15519

In the Matter of
Timbervest, LI,
Joel Barth Shapiro, T b e
Walter William Anthony Boden, 111, Dectaration of Joel Barth Shapiro
Donald David Zell, Jr.,

and Gordon Jenes 1,

Respondents.

DECLARATION OF JOEL BARTH SHAPIRO
1. Joel Barth Shapiro, make the followipg Declaration under oath and under penalty of
perjury:
1 My pame s Joel Barth Shapiro. Lam over the age of 21 years, and | have
personal knowledge of the matters in this Declaration.
2. Fam the Chief Exccutive Officer for Timbervest, LLC, a registered investment
adviser, and 1 have held this position since 2005,

Glawson Improvement History

3. Timbervest's first imberland client was New Forestry, L1.C. The client owned a
portfolio of timberland that Timbervest managed pursuant to investment management
agreements which vested Thmbervest with full discretionary authority to manage the client’s
assets, including the authority to “rctain, manage, operate, repair, develop, subdivide, dedicate,
preserve and improve™ any real property within the client’s portfolio.

4, The land and timber holdings making up New Foresty's timberland portfolio

were located throughout the United States and were valued at approximately $470 million in
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2005, At that time, the beneficial owners of New Forestry directed Timbervest to reduce the size
of the portfolio by liquidating approximately 30% ol the holdings over the next several years.

3. One of the propertics held in New Forestry’s portfolio was located near Atlanta,
Georgia and was known as the Glawson property. Because of its proximity 1o Atlanta and other
unique attributes, the Glawson property was the second highest vajued property on a bare land

alue per acre basis out of the entire New Forestry portfolio. The highest valued property in the
portfolio on a bare land value per acre basis was a nearby “sister” property that was slated for
industrial development,

6. In the mid-2000s, the Glawson property was in a state of disrepair and recovering
from an cxtensive and aggressive clear cut harvest undertaken by Timbervest’s prior
management in the early 2000s,

7. When a timberland property in this region is el to regencrate naturally (as the
Glawson property had been), the resulting forest usually reseeds with fast growing, undesirable
and low-value tree species such as sweetgum and thorny brush species like blackberry. The
resulting landscape s a dense, unsightly, and virtually impenetrable jungle, Most of the
CGlawson property suffered from this condition in 2005, When the plan was to convert the
property to a single family subdivision this condition did not materially impact the value because
the process of building a single famly subdivision typically requires extensive land clearing and
grading which consequently removes much of the existing timber on a property.

8, In addition to the forest type being less than desirable, the internal roads on the
property were poorly maintained and in many places were no longer passable even via all-terrain
vehicles,

9. The combination of these factors resulted in a property that was not acsthetically
pleasing to the eye, was not growing in silvicultural value for the client, and offered little value

from a recreational or timber standpoint. Pursuant to the client’s directive to reduce the size of
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New Forestry s portfolio (and as reflected in the 2005 Annual Report and 2006 Outlook prepared
for the clicnt which identified the Glawson property as a candidate for short term salc),
Timbervest looked for ways to maximize the sales value of the Glawson property, but the state of
the property severely impaired the expected sales price.

10.  Timbervest made an effort o market and to sell the Glawson property as a
property suitable for residential development, but determined that the probability of the property
being converted to a traditional residential subdivision was very low due to the recent passage of
oncrous zoning and land usc building restrictions by the county, in addition to the relatively large
percentage of non-uscable wetlands/floodplain located on site.

11, Starting in 20006, the management of the New Forestry portfolio was specifically
governed by a new set of Program lnvestment Guidelines which were instituted by the client.
These Guidelines provided for 70% of New Forestry's portfolio to be in core timberland
holdings with 30% being in Value-Add/Opportunistic investments.

12. In the 2007 Annual Report and 2008 Outlook prepared by Timbervest and
delivered to the client, Timbervest identified the Glawson property (which was part of the 1-20
purchase unit) as a Value-Add/Opportunistic property (the Program Investment Guidelines
acknowledge that these two classifications can overlap). Pursuant to the Program Investment
Guidelines, a Value-Add property is a property that exhibifs characteristics that “when combined
with acrive management straregies may produce returns in excess of target returns.” Value-Add
properties typically have a land value equal 1o or greater than the timber value and will typically
be managed for disposition into a higher and better use market. Opportunistic Propertics exhibit
characteristicy that “when combined with creative management strategies should produce returns
in excess of target returns.”™ Opportunistic Propertics will typically be managed for conversion

as a pon-timberland property and will have very few characteristics of a core timberland
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property. The Glawson property remained classified as Value-Add/Opportunistic through the
course of Timbervest’s management of the New Forestry account, ending in 2012.

13, In January 2008, Timbervest’s management and foresters met to discuss how best
1o address the dilapidated state of the Glawson property and to devise an exit strategy that would
maximize value for the client, all in accordance with the clicnt’s Program Investment Guidelines
classifying the property as Valuc-Add/Opportunistic. Given the property’s casy accessibility to
Atlanta via 1-20, its physical characteristics and relatively high per acre bare land value,
Timbervest determined the best exit strategy was to improve and enhance the property’s
aesthetics, value, usability, and salability for the high-end reereational market through active and
creafive management strategies,

14, In Timbervest's experience, the high-cnd recreational market includes properties
that are (i) casily accessible to wealthy individuals: (i) located in arcas where desirable wildlife
points; (iv) improved with water features such as lakes, ponds, and duck impoundments; (v)
enhanced with well-maintained food plots, fields and planted clearings; (vi) benefitied by
selected timber cut-outs and firing lanes to better the hunting expericnee; {vii) enhanced with
structures such as permanent hunting stands strategically located throughout the property; (viii)
accessible via roads and trails to wetland arcas and river corridors; (ix) developed with some
vertical improvements such as barns and/or storage structures to give the tract a sense of center
of activity and value and to adequately house and store cquipment needed to maintain the
property, and (x) benefitted by a more complex management regime designbd o maximize the
aesthetic value, wildlife population and ecosystem than 1s otherwise the case with a basic
forestry assct. Timbervest developed an active and creative improvement plan 1o exceuté this

strategy at Glawson which fit squarely within its discretionary authority under the client’s
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Program lnvestment Guidelines and Glawson’s classification as a Value-Add/Opportunistic
property.

15, The main goals of the Glawson improvement plan were (o increase internal
access, managg the forest in an cconomical way to wean out the undesirable species, create open
arcas to diversify the landscape and improve aesthetics, provide supplemental babitat for
witdlife, add and/or enhance water features, add vertical improvements (o give the fract a sense
of center and place, and enhance the property entrances.

16, Timbervest exccuted this strategy over a multi-year period and it successfully
added millions ol dollars to the property’s value, alf to the uftimate benefit of the client.
Specifically, the property value increased from $4.5 million in mid-2006 to a peak valuc of $13.2
mil‘}ion in mid-2011, in part as a result of the many improvements described below. Through its
extensive efforts, Timbervest successiully transformed this once dilapidated assct into a highly
desirable high-cnd recreation tract,

17. The road improvement work included enhancements to already established roads
and construction of new internal roads, Virtually all of the established roads were in need of
repair and widening and in many places rock or gravel to solidify the road bed. The newly
constructed roads were strategically placed to provide access between existing roads and better
internal access throughout the perimeter and heart of the property. A new main entrance and

access point was also constructed off Elks Club Road, which not only improved the property’s
appearance and acsthetics, it also enhanced access and provided added flexibility at disposition iff
the tract were to be subdivided.

18, Timbervest created wildlife areas or “food plots™ on the tract. Wildlife arcas are
open fields that can be planted in various seasonal forage varieties to benelit all wildlife on the

property, but primarily targeting whitetail deer, dove, quail, ducks, and turkeys, Timbervest

created approximately fourteen (14) wildlife arcas totaling almost fifty (50) acres, and the four
5
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{4) existing open arcas were enhanced to benefit wildlife, totaling roughly six (6) acres, In
addition to the wildlife openings created, in selective areas, mulching was preseribed 1o clear
underbrush along roadsides and other areas o improve the aesthetics of the property.

19. On a typical intensively managed timberland property, the normal course of
action for the thick naturally regenerated forest type that domipated the Glawson tract would
have been to clear the overgrown areas and re-cstablish new pinc plantations. Timbervest
considered this course of action, but z'ejectgd it on the majority of the tract because the cost of
site preparation on overgrown areas would exceed the likely investment benefit to the tract given
its exceptionally high land value. In Timbervest's judgment, the property’s potential to be used
as a recreational property presented a higher expected sales value. Timbervest’s experience
indicated that likely buyers of a recreational property would place substantially more weight on
the recreational value of the land as opposcd to merchantable trees growing on the property.

20, Timbervest nevertheless determined that a fow areas could. on a cost/benefit
basis, benefit from re-establishment of timber. Those areas were replanted in loblolly and
tongleaf pine to further diversify the forest type, In the other areas, the forest management plan
was peared towards cost-cffectively managing the naturally regenerated pine stems that had
seeded in with the other species. In areas of dense understory competition, this involved sclect
chemical applications to kill the deciduous woody competition. In areas with less dense
understory. this involved prescribed burning, which is more beneficial to wildlifc and also 1s
more acsthetically pleasing, While 1t takes time for pine trees to grow and the results of these
applications to fully show, initial indications were promising.

21, Onc existing feature on the property that enhanced its recreational potential and
further justified its candidacy for improvements was a three (3) acre pond focated roughly in the
center of the tract. Like other features of the Glawson tract prior to the Timbervest improvement

plan, this pond had been neglected and was not being actively managed to take advantage of its
&
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aesthetics and potential value, Arcas along the bank were overgrown with shrubs and trecs

limiting water access and restricting the view. In addition, the water level was low due to a
damaged drain pipe in the dam structure, the pond lacked a dock to provide boat access. and
some unsightly dilapidated structures existed within close proximity.

22, Aspart of the improvement plan, Timbervest addressed these issues by clearing
the majority of the pond’s shorcline and constructing a perimeter road to improve access,
repairing the drainage system o raise the pond level, demolishing the unsightly structures, and
eventually constructing a floating dock to benefit recreation potential.

23, In 2010, a separate site was identified for a new twelve (12) acre pond to be
constructed to further enhance the tract’s recreational and potential break-up appeal. That pond
was permitted and approved by the Army Corps of Engineers and construction began in 2011, It
was completed approximately nine (9) months later. This pond was constructed during a drought
period. The abnormally dry weather during its construction lowered the build-out cost but also
delayed filling the pond for approximately two (2) years,

24, Dueto Timbervest’s active and creative upgrades (o the overall acsthetics of the
property, the creation of wildlife clearings, improvements in internal access, and enhancement of
the existing pond. the property was completely transformed from a recreation, utilization, and
wildlife standpoint. Timbervest’s management regime and improvement plan contributed to an
approximately $3.5 million increase in the value of the property from the beginning of 2008
through 2012 (a4 60.3 % increase in valuation).

25, Giiven the recreational focus of the property. Timbervest decided to create further
improvements, the most noteworthy being a barn with a lofl above it. In Timbervest™s
experience, most high-end recreational propertics have some sort of hybrid shelter and storage
facility so that the owners can store their equipment and vehicles, and also more easily enjoy

their getaway property with family or friends. Since this property was easily accessible from
7
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Atlanta, and was upgraded 10 a condition that would allow for hunting, fishing, and riding all-
terrain vehicles, Timbervest decided that adding such a structure would increase the property’s
value to buycrs interested in a recreational property near Atlanta, Georgia.

26.  Timbervest began construction of a barn overlooking the original pond in 2008.
The bam was constructed with an efficiency loft and bathroom on the sceond floor. While a top
floor efficiency was not originally considered, upon review it was determined that the cost to add
the efficiency was relatively low in comparison to the potential value increase to the overall
property. Bedrooms were neither permitted by zoning code nor built into the loft structure.
However, the structure was desipned so that one or two bedrooms could be casily added should a
new owner desire such an upgrade and be willing (o go through the re-zoning process with the
county to allow for such an upgrade. Approximalely two (2) years later, a pole barn wasg
constructed behind the original barn to house large equipment and matcrials as the property now
had a more extensive maintenance requirement associated with its vartous land use activitjes.

27. In addition to the road, wildlife area, pond, garage/barn, and forest management
improvements, Timbervest further enhanced the value of this investment with the acquisition of
two adjacent properties. These acquisitions strengithened the property’s access and security, In
2008, the client purchased a 235 acre failed residential subdivision tract as an addition to the
south that provided a third access point and eventually ended up being the portion of the tract
where the pond was constructed. In 2009, the client purchased a 75-acre parcel that adjoined to
the north. The acquisition of the 75-acre parcel put an end to a trespassing issue that had been
plaguing the Glawson property, thereby further enhancing its security. The 2009 acquisition was
primatily a large, picturesque, wooded swamp that was prime duck habitat. Adding this tract to
the Glawson property further improved its overall recreational appeal.

28, 'Timbervest made several other minor improvements to the Glawson property.

These included the installation of gates at all three (3) entrances, the construction of three (3)
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hunting stands strategically placed in wildlife areas, and the clearing of a scenic ATV trail along
the Alcovy River.

29, Timbervest considered cach and every one of the improvements and
enhancements made to the Glawson property to be squarely within its discretiopary authority
under the Investment Management Agreement and within the chients Program Investment
Guidelines. Timbervest recorded these expenses on the client’s general ledger, a printout of
which 1s attached hereto as Exhibit A, The general ledger shows that Timbervest described the
improvement expenses substantially as they were. For example, the expenses for constructing
the barm were recorded as “Alcovy Cabin Construction,” “Alcovy Barn,™ “Install bamn 600 clks
club,” or “install interior of bam600clk.” Building the pond was recorded as
“BuildPond@ElksClubRd.”  The construction of the dock was recorded as “Dock
Construction.”  The road and pond improvements described above were recorded as “Rd/pond
improvements” and “Rd construction/pond improvement.”

30, Timbervest made no effort to hide or to conceal any of the property
improvements. In fact, the client’s auditor received the general ledger reflecting the deseriptions
of the improvements set forth above,

31, New Forestry's auditors produced copies of these records to the Division of
Enforcement and these are attached as Exhibit 1B

32, I 2012, Tumbervest substantially completed the recreational re-branding of
(ilawson, and, as a resull, Timbervest assigned 1t to Quartile 3 in the 2011 Annual Report and
2012 Outlook. 'This re-assignment to Quartile 3 was indicative of the fact that the property was
ready to be marketed for sule. However, just as this effort was to commence, the beneficial
owners of New Forestry transforred management of the New Forestry account away from

Timbervest.
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33, Timbervest's management occasionally took high net worth individuals and
potential investors to the Glawson property because of its ¢lose proximity to Timbervest's
headquarters in Atlanta, Georgia. These people included individuals who Timbervest perceived
to be potential buyers of the Glawson property itsetf as well as potential investors In
Timbervest's funds. Using a local property to showcease a manager’s investment style is
common practice in the real estate industry and involves no cost to the beneficial owner of the
real estate and certainly does not harm them.

4. Tiunbervest explained to New Forestry’s beneficiary representatives that it would
seek 0 maximize value for New Forestry by improving particular propertics so they could be
sold at their highest and best use potential. New Forestry expressly approved Timbervest's
strategy of making such improvements to properties within its portfolio. For instance, on July
31, 2008, several Timbervest representatives met with Ranlett and other AT&T representatives
to review Timbervest’s management of New Forestry, The group discussed individual
propertics, acquisitions and improvements to propertics.  The representatives from AT&T
agreed that Timbervest's “private equity/real estate™ approach was their preferred strategy from a
strategic perspective. The group even reviewed pictures reflecting Timbervest's HBU/Land
improvements to New Forestry propertics. Timbervest documented a summary of these

35 Inaddition, in April 2009, representatives of New Forestry's beneficiaries,
inctuding Frank Ranlett, touwred and saw improvements made by Timbervest 1o one of its
properties located in the northeast called St Aurcelic. This property was closer to Mr. Ranlett’s
state of residence and therefore more convenient to visit. Following this property tour, Mr.
Ranlett expressed his pleasure with Timbervest’s entreprencurial management style, While he
did not ask for details on the amounts spent to improve that property, Mr, Ranlett was clearly

aware of, and m agreement with, Timbervest's use of its discretionary management authority to
10
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devise and implement creative improvement plans on propertics held in their portfolio and
consistent with the Program ]mfcstmc;nt Chuidelines,

36. I{ is not uncommon to conduct timberland tours on client properties for the benefit
of investors in other funds and/or potential investors in an effort to showease the manager’s
property management style and to educate them in the unique aspects of timberland investments.
In fact, during the same outing when Mr. Ranlett toured the 8t Aurelie property, he also visited
and tourcd a property called “Big Six” which was owned by another commingled fund managed
by Timbervest,

37, Additionally, sometime in 2005 or 2006, Timbervest took representatives of ORG
Portfolio Management (at the time, BellSouth’s investrient manager and {iduciary) and 8BC
Communpications (another ORG client) to tour the Baptist purchase unit which was owned by
New Forestry, The purpose of the tour was to demonstrate Timbervest’s timberland
management style to SBC Communications as a potential timberland investor and to educate
them on the unique aspects of timberland investing. There were other potential investors and
existing investors in Timbervests commingled timberland fund present on this property tour.
Property tours were often followed by a tour of a nearby working timber mill to provide a more
complete picture of the timberland investment cycle.

Aupgust 2006 Report to New Forestry

38, Upon request from ORG. the fiduciary tor New Forestry, Timbervest prepared
and delivered to New Forestry the August 2006 New Forestry Disposition Plan and Report (the
“August 2006 Report™). The August 2006 Report resulted from extensive work by many of
Timbervest's personnel, including foresters, analysts, and management.

390 Asadisposition plan, the August 2006 Report identified properties that
Timbervest planned to sell on behalf of New Forestry, and it identified the target sales prices for

those propertics,
11
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40, The August 2006 Report did not report values based on actual sales. Tt simply
reported estimated sale prices for & number of properties that Timbervest anticipated liquidating
under the client’s disposition mandate. The August 2006 Report merely reflected the estimated
prices that Timbervest hoped to get for cach property, and not actual sales, or prices that were in
any way guaranteed.

41, With respect to the Wolf Creek properties, the sales were being handled
exclusively by a third party sales agent under an auction and direet sale arrangement.
Information regarding the first fow actual sales was not known to Timbervest until November
2006 when the first potential sales contracts were delivered to Timbervest for its review and
consideration. Timbervest had no role in negotiating these sales.

42, The pricing from the first few sales of Wolf Creck properties only represented
four {(4) sales [rom the tnitial auction process conduceted by the third party sales agent and totaled
only approximately 480 acres, The complete sales program for the Wolf Creek properties would
ultimately encompass over eighteen (18) separate transactions, 5,265 acres of property, spanning
morge than four (4) years, and yielding average prices materially below those of the first four (4)
sales in November 20006,

43, The vast majority of other properties listed in the disposition report with
“Iistimated Sales Prices™ either sold at prices materially different than the estimate listed in the

report, or in many cases, did not sell at all. The “Fstimated Sales Prices™ did not and could not
cquate to a value conelusion and were only best estimates of price and timing of sales as of
August 20006,

44, On August 3, 2012, Timbervest wrote a letter (the “2012 Letter™) to New

Forestry's benelicial owners deseribing various facts relating to the transactions at issue in this

case. In particular, it detailed how, in February 2007, a commingled fund managed by

12
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Timbervest acquired the Tenneco Core property that previously had been owned by New
Forestry.

45.  The 2012 Letter also described how, by the time of this transaction, the value of
Tenneco Core had risen about $1 million., and it described the reasons for the increase in value.
The primary driver of the value increase was that timber prices spiked in the fourth quarter of
2012, Timbervest learned of the spike in timber priécs in November 2012, and these price
mereases accounted for about $950,000 of the overall $1.05 million increase in value of Tenneco
Core.

46, The 2012 Letter also explained that Timbervest fearned of the Wolf Creck sales in
November 2006. The letter pointed to these and other transactions in the area, not to support the
entire $1 mithion value increase, but as a basis for justifying management's comfort level that
valuing the land component of the property at $6/acre more was reasonable. This $6/acre
difference was a mere $80,000 out of the §1 million rise in value. It was the fact that these sales
were being executed above appraised value that gave management comfort to pursue the
Tenneeo core transaction.

47, The per acre values of the Wolf Creek sales in the recreational market were hot
directly correlative to the Tenneco Core property, which was a large core imberland property.
The Wolf Creek properties were markedly different kinds of propertics with different bases for
their valuations, They were smaller and more accessible, making them more affordable and
interesting to individual buyers in the local recreational market, Their value reflected a high and
better use valuation in the recreational market, rather than a raw land plus timber valuation,

48, The spot price of trees has some relevance to the value of recreational properties,
but they are not the primary drivers of such values. There is a much stronger corrclation between
spot prices and pure timberfand properties than spot prices have with higher and better use

recreational properties,
13
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Transition of New Forestrrv Account to New Management

49, By letter dated August 29, 2012, New Forestry terminated Timbervest as its
investment manager eflective September 30, 2012, Timbervest was replaced with two separate
timbertand managers who divided up management of the portfolio’s assets, The original plan
devised by AT&T required a clean transition of the account on September 30, 2012 to the new
managers, At that tme, sccording to Frank Ranlett al AT&T, Timbervest would have no further
responsibilitics for the account or assels and would be paid its 3Q12 management fee.

50.  On September 5, 2012, Timbervest received a list of transition documents
requested from one of the newly appointed managers, Forest Investment Advisors (“TIA™). FIA
coordinated the management transition process on behalf of both newly appointed managers.
Timbervest’s transition team worked directly with FIA to provide the requested documentation,

51. The transition list covered a broad range of management/operational and
accounting/finance documentation for each purchase unit within New Forestry’s portfolio and
included both current and historic data.

52, Timbervest acted promptly in beginning an orgamized and well-documented flow
of documents and information to FIA which required the dedication of substantial internal staff
and resources. The volume of accounting data. as well as legal and operational files related to
the transition was cnormous and required much of Timbervest’s intemal accounting and legal
stafl to compile and prepare for transfer, The accounting documentation required some
additional review Lo eliminate sensitive information pertaining to other Timbervest clients as
well as proprietary information (and/or processes) belonging to Timbervest, Tn addition, during
the data collection AT&T substantially changed their original transition requirements and
required Timbervest to complete 3Q12 financial statements for the account, This change was not
anticipated and slowed down the data transter as 3Q12 financial statements had to be preparcd

before final data could be transmitted. Financial statement preparation typically takes six to
14
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cight weeks to prepare alter the end of the quarter due to data updates, accruals and other
accounting requirements. Preparation of New Forestry financial statements was given priority
over other {unds and the data was provided in a timely manner. Timbervest worked through
these issucs with FIA and the information [low continued in a satisfactory manner. An example
of the types and q‘uamitics of information and/or documents provided to FIA is attached hereto as
Lixhibit D.

53, Various employees of FIA sent numerous complimentary email communications
to Timbervest indicating that they appreciated our continued cooperation in the transition process
and were pleased with the Hlow of information. Timbervest continued to prepare and provide
data and information to FIA throughout the 4™ Quarter of 20172 and into 2013 as additionally
requested with no compensation. This cooperation continues today. Through this process
Timbervest provided continual. substantive and material support so that New Forestry could
complete its 2012 audited financial statements and tax filings. Timbervest worked closcly with
PWC, the New Forestry auditor, into the summer of 2013 with no compensation. PWC was very
appreciative of Timbervest's cfforts,

4. On October 12,2012, Frank Ranlett, an AT&T representative, wrote to Carolyn
Scabolt, Timbervest’s General Counsel, stating that he “regret|[ted] any imputation that you were
not transitioning to the letter, and likely beyond, of the agreements between our two
organizations.” A printout of tus email is attached hereto as Exhibit i,

Additional Evidence Regarding Lack of Records

55, Timbervest received an email on November 6, 2012, from AT&T representative,
Ranlett, in which he advised that he had asked ORG for “all their material on New Forestry and

the BellSouth account, but they didn"t keep any records other than copies of JORG’s] reports to



1270272014 15:46 Fa¥ 404 525 2224 ROGERS & HARDIH Borrsoy

I declare under penalty of perjury that the foregoing is true and correct.

Exceuted on November.
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

RECEIVED ™
ADMINISTRATIVE PROCEEDING . x
File No. 3-15519 DEC 02 2014

In the Matter of

Timbervest, LLC,

Joel Barth Shapiro,

Walter William Anthony Boden, 111,
Donald David Zell, Ir.,

and Gordon Jones I,

Respondents,

OFFICE 07 7HiE SECRETARY

Declaration of Donald David Zell, Jr.

WDECL/\RA’I’!ON OF DONALD DAVID ZELL, JR.
1, Donald David Zell, Jr., make the following Declaration under oath and under penalty of
perjury:
1. My nume is Donald David Zell, Jr., Tam over the age of 21 years, and T have
personal knowledge of the matters in this Declaration,
2. T am the Chicf Operating Officer for Timbervest, LLC, a registered investment
adviser, and 1 have held this position since 2005,

Glawson Improvement History

3. Timbervest’s first timberland elient was New Forestry, LLC. The client owned a
portfolio of timberland that Timbervest managed pursuant to investment management
agreements which vested Timbervest with tull discretionary authority to manage the client’s
assets, including the authority to “retain, manage, operate, repair, develop, subdivide, dedicate,
preserve and improve” any real property within the client’s portfolio.

4, The land and timber holdings making up New Forestry’s timberland portfolio

were focated throughout the United States and were valned at approximately $470 million in
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2005, At that time, the beneficial owners of New Forestry directed Timbervest to reduce the size
of the portfolio by liquidating approximately 50% of the holdings over the next several years.

5. One of the properties held in New Forestry’s portfolio was located ncar Atlanta,
Cienrpia and was known ae the Glawson property. Decause of s proatwity to Adaa aid odier
unique attributes, the Glawsoen property was the second highest valued property on a bare land
vahe per acre hasis ont of the entire New Forestry portfolio. The highest valued property in the
portfolio on a bare {and value per acre basis was a nearby “sister” property that was slated for
industrial development.

0. In the mid-2000s, the Glawson properly was in a state of disrepair and recovering
from an extensive and aggressive clear cut harvest undertaken by Timbervest's prior
management 11 the early 2000s.

7 '\(UL..,“ PRRPE.SU0 SUUITE PEPIID SRS B S e e e E by v wlaw
Glawson property had been), the resulting forest usually reseeds with fast prowing, undesirable
and low-value tree species such as sweetgum and thorny brush specics like blackberry. The
resulting landseape te a danee, unsiphtly, and virtually impenetrablo jungle. Moust of the
{lawsnn property suffered from thie condition in 2005, When the plan was to convert the
property to a single fumily subdivision this condition did not materially impact the value because
the process of building a single family subdivision typically requires extensive land clearing and
prading which consequently removes much of the existing timber on a property.

8. I addition to the forest type being less than desirable, the internal roads on the
property were poorly maintained and in many places were no longer passable even via all-terrain
vehicles.

9. The combination of these factors resulted in a property that was not acsthetically
pleasing to the eye, was not growing in silvicultural value for the client, and offered little value

from a recreational or timber standpoint, Pursuant to the client’s directive (0 reduce the size of
2
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New Forestry's portfolio (and as reflected in the 2005 Annual Report and 2006 Outlook prepared
for the client which identified the Glawson property as a candidate for short term sale),
Timbervest looked for ways to maximize the sales value of the Glawson property, but the state of
the property severely impaired the expected sales price.

10.  Timbervest made an cffort to market and to selt the Glawson property as a
property suitable for residential development, but determined that the probability of the property
being converted to a traditional residential subdivision was very low due to the recent passage of
oncrous zoning and land use building restrictions by the county, in addition to the relatively large
pereentage of pon-useable wetlands/floodplain located on site.

11, Starting in 2006, the management of the New Forestry portfolio was specifically
governed by a pew set of Program Investment Guidelines which were instituted by the client,
Thnsr Guidalinee prosvided for 7004 of Mew I'-‘wr@atry‘-a pentfudiv o by i cose tinbertand
holdings with 30% being in Value-Add/Opportunistic investments.

12, Inthe 2007 Annual Report and 2008 Outlook prepared by Timbervest and
delivered 1o the client, Timbervest identified the Glawson property (which was part of the 1-20
purchase unit) as a Value-Add/Opportunistic property (the Program Investment Guidclinés
acknowledge that these two classifications can overlap). Pursuant to the Program Investiment
Guidelines, a Value-Add property is a property that exhibits characteristics that “when combined
with active management straregics may produce returns in excess of target retums.” Value-Add
properties typically have a land value equal to or greater than the timber value and will typically
Lo sanaged for disposidon ino a higher and better use markel, Upportumistic Properties exhibit
characteristics that “when combined with creative management straregies should produce returns
in excess ol target returns,” Opportunistic Properties will typically be managed for conversion

as a non-timberland property and will have very few characteristics of a core timberland
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property. The Glawson property remained classified as Value-Add/Opportunistic through the
course of Vimbervest's management of the New Forestry account, ending in 2012.

13, InJanuary 2008, Timbervest’s management and foresters met to discuss how best
to address the dilapidated state of the Glawson property and to devise an exit strategy that would
maximize value for the client, all in accordance with the client’s Program Investment Guidelines
classitying the property as Value-Add/Opportunistic. Given the property’s casy accessibility to
Adlanta via 1-20, its physical characteristics and relatively high per acre bare land value,
Timbervest determined the best exit strategy was to timprove and enhance the property’s
aesthetics, value, usability, and salability lor the high-ond recreational market through active and
creative management strategies.

f4. InTimbervest's experience, the high-end recreational market includes propertics
that are (1) casily accessible 1o wealthy individuals: (i) located in arcus where desirable wildlife
species are known to exist; (itf) improved with road systems and property entrance and exit
points: (iv) improved with water features such as lakes, ponds, and duck impoundments; (v)
enthanced with well-maintained food plots, fields and planted clearings; (vi) benefitied by
sulecled imber cut-outs and firing lancs o better the hunting experience; (vii) enhanced with
structures such as permanent hunting stands strategically located throughout the property; (viii)
accessible via roads and {rails to wetland areas and river corridors; (ix) developed with some
vertical improvements such as barns and/or storage structures to give the tract a sense of center
of activity and value and to adeguately house and store equipment needed to maintain the
property, and (x) benefitted by a more complex management regime designed to maximize the
aesthetic value, wildlife population and ecosystem than is otherwise the case with a basic
forestry asset, Timbervest developed an active and creative improvement plan to execute this

strategy at Glawson which fit squarcly within its discretionary authority under the client’s
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Program investment Guidelines and Glawson’s classification as a Valuc-Add/Opportunistic
property.

15, The main goals of the Glawson improvement plan were to increase internal
aceess, manage the forest in an cconomical way to wean out the undesirable species, create open
arcas to diversify the landscape and improve acsthetics, provide supplemental habitat for
wildlife, add and/or enhance water features, add vertical improvements to give the tract o sense
of ventor and place, and cnhance the prvpenty cuianees,

16, Timbervest exceuted this strategy over a multi-year period and it successfully
added miltions of dollars to the property’s value, all to the ultimate benefit of the client.
Spccifically. the property v boceeased Srom $4.5 mitlion in mid 0006 to a pealc veiue ol $13.2
soflbiou fuandd 2011, in part as @ result of the many inproveineils Jesvibed below, Tirough hs
extensive cfforts, Timbervest successfully transformed this once dilapidated asset into a highly
desirable high-end recreation tract,

17.  The road improvement work included enhancements o already established roads
and construction of new internal roads. Virtually all of the cstablished roads were in need of
repair and widening and in many places rock or gravel to solidify the road bed. The newly
constrocted roads were strategically placed to provide access between existing roads and better
internal access throughout the perimeter and heart of the property. A new main entrance and
access point was also constructed off Elks Club Road, which not only improved the property’s
appearance and acsthetics, it also enhanced access and provided added flexibility at disposition if
the tract were to be subdivided.

18.  Timbervest created wildlife areas or “food plots™ on the tract, Wildlife areas are
épen fields that can be planted in various seasonal forage varieties to benefit all wildlife on the
property, but primarily targeting whitetail deer, dove, quail, ducks, and turkeys. Timbervest

created approximately fourteen (14) wildlife areas totaling almaost fifty (80) acres, and the four
5
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(4) existing open areas were enhanced to benefit wildlife, totaling roughly six (6) acres. In
addition to the wildlife openings created, in selective areas, mulching was prescribed to clear
underbrush alonp roadsides and other areas to imnprove the acethetics of the proporty, _

19, Onatypical intensively managed timberland property., the normal course of
action {or the thick naturally ropencrated {orest type that dominated the Gluwszon tract would
have been to clear the overgrown areas and re-establish new pine plantations. Timbervest
constdered this course of action, but rejected it on the majority of the tract becausc the cost of
sit¢ preparation on overgrown arcas would exceed the likely investment benefit to the tract given
ite exceptionully high land value, In Timbervest®s judgment, the pnoparty’s potenmiad weused
as a recreational property presented a higher expected sales value. Timbervest’s experience
indicated that Blealy Buspere nf o ranesatinnsl propoerty would pluse oubotantially maore weight v
the reercational value of tie fand as vppusad W mcichantabile tees growing on he property.

20. Timbervest nevertheless determined that a few arcas could, on a cost/benefit
basis, benefit from re-cstablishment of timber. Those arcas were replanted in loblolly and
longleaf pine to further diversify the forest type. In the other areas, the forest munagement plan
was geared towards cost-effectively managing the naturally regenerated pine stems that had
seeded in with the other species. In arcas of densc understory competition, this involved select
chemical applications to kill the deciduous woody competition. In arcas with less dense
understory, this involved prescribed burning, which is more bencficial to wildlife and also is
more agsthetically pleasing. While it takes time [or pine trees to grow and the results of these
applications to fully show, initial indications were promising.

21, Oneexisting feature on the property that enhanced its recreational potential and
{urther justified it candidacy for improvements was a three (3) acre pond located roughly in the
center of the tract. Like other features of the Glawson (ract prior o the Timbervest improvement.

plan, this pond had been neglected and was not being actively managed to take advantage of its
V 6
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acsthetics and potential value. Areas along the bank were overgrown with shrubs and trecs

limiting water aceess and restricting the view, In addition, the water level was low due to a

damaged drain pipe in the dam structure, the pond lacked a dock to provide boat access, and
some unsightly dilapidated structures existed within close proximity.

22, Aspart of the improvement plan, Timbervest addressed these issues by ¢learing
the majority of the pond’s shoreline and constructing a perimeter road to improve access,
repairing the drainage system to raise the pond Jevel, demolishing the unsichtly structures. and
eventually constructing a Hoating dock to benefit recrcation potential.

23. In 2010, a scparate site was identified for a new twelve (12) acre pond to be
constructed to further enhance the fract’s recreational and potential break-up appeal. That pond
was permitted and approved by the Army Corps of Engineers and construction began in 2011, It
was completed approximately nine (9) months later. This pond was constructed during a drought
period. The abnormally dry weather during its construction lowered the build-out cost but also

delayed lling the pond for approximately two (2) years,

24, Due to Timbervest’s active and crantive upprades (0 tie overall sesthedes of the
property, the creation of wildlife clearings, improvements in internal access, and enhancement of
the existing pond. the property waa complotely transformed from a recicativn, utilization, aind
wildlife standpoint. Timbervest's management regime and improvement plan contributed to an
approximately $3.5 million increase in the value of the property from the beginning of 2008
through 2012 (a 60.3 % increase in valuation).

25, Given the recreational focus of the property, Timbervest decided to create further
inu:)rovcments, the most noteworthy being a barn with a loft above it In Timbervest’s
experience, most high-cnd recreational properties have some sort of hybrid shelter and storage
facility so that the owners can store their cquipment and vehicles, and also more casily enjoy

their getaway property with family or friends. Since this property was easily accessible from
7
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Atlanta, and was upgraded to a condition that would allow for hunting, fishing, and riding all-
terrain vehicles, Timbervest decided that adding such a structure would increasc the property’s
value to buyers interested in a recreational property near Atlanta, Georgia.

26.  Timbervest began construction of a barn overlooking the original pond in 2008,
‘The barn was constructed with an cfficiency loft and bathroom on the sceond floor. While a top
floor efficicncy was not originally considered, upon review it was determined that the cost to add
the ef’ﬁéiency was relatively low in comparison to the potential value increase to the overall
property. Bedrooms were neither permitted by zoning code nor built into the loft structure.
However, the structure was designed so that one or two bedrooms could be casily added should a
new owner desire such an upgrade and be willing (o go through the re-zoning process with the
county to allow for such an upgrade. Approximately two (2) years later, a pole barn was
constructed behind the original barn to house large .cquipmcnt and matcrials as the property now
had a more extensive maintenance requircment associated with its various Jand usc activities.

27.  Inaddition to the road, wildlife area, pond, garage/barn, and forest management
improvements, Timbervest further enhanced the valuce of this investment with tﬁe acquisition of
twy adjacent propertes. These acquisitions strengthened the property’s access and security. In
2008, the client purchased a 235 acre failed residential subdivision tract as an addition to the
south that provided a third access point and cventually ended up being the portion of the tract
where the pond was constructed. In 2009, the client purchased a 75-acre parcel that adjoined to
the north. The acquisition of the 75-acre parcel put an end to a trespassing issuc that had been
plaguing the Glawson property, thereby further enhancing its security. The 2009 acquisition was
primarily a large, picturcsque, wooded swanys thal was prioe duck babitat, Adding this act 1o
’thc Glawson property further improved its overall recreational appeal.

28. Timbervest made several other minor improvements to the Glawson property.

iy

These included the installation of pates at all three (3) entrances, the construction of three (3)
8
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hunting stands strategically placed in wildlife arcas, and the clearing of a scenic ATV trail along
the Alcovy River,

29.  Timbervest considered each and every one of the improvements and
cnhanccmcnts made to the Glawson property to be squarely within its discretionary authority
under the Investment Management Agreement and within the client’s Program Jnvcsiment
Guidelines. Timbervest recorded these expenses on the client’s general ledger, a printout of
which is attached hereto as Exhibit A. The genernl ledger shows that Timbervest described the
improvement expenses substantially as they were, For example, the expenses for constructing

the barn were recorded as “Alcovy Cabin Construction,” “Alcovy Barn,” “Install barn 600 clks
wlaalo ™ s U larotall Seva o U0 LGl OOV In, [Jullu“lg LHIC LR Wild oo aey as
“BuildPond@FEBlksClubRd.”  The construction of the dock was recorded as “Dock
Construction.”  The road and pond improvements described above were recorded as “Rd/pond
improvements™ and “Rd construction/pond improvement.”

30, Timbervest made no effort (o hide or to conceal any of the property
improvements. In fact, the chient’s auditor received the general ledger reflecting the descriptions
ol the improvements set forth above,

31, New Forestry™s auditors produced copies of these records to the Division of
Enforcement and these are attached as Exhibit B.

32, In 2012, Timbervest substantially completed the recreational re-branding of
Glawson, and, as a result, Timbervest assigned it to Quartile 3 in the 2011 Annual Report and
2012 Outlook. This re-assignment (o Quartile 3 was indicative of the fact that the property was
ready (o be marketed for sale. However, just as this effort was to commence, the beneficial
owners of New Forestry transferred management of the New Forestry account away from

Timbervest.
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Timbervest's management occasionally took high net worth individuals and

R
‘a1

potential investors to the Glawson property because of its close proximity to Timbervest’s
headquarters in Atlanta, Georgia. These people included individuals who Timbervest perceived
1o be potential buyers of the Glawson property itsell as well as potential investors in

Timbervest's funds, Using a local property to showcase a manager’s investment style 18

s pun pravioe 1 e 1eal eswte IJusUIy 8na mvoives no cost o the penchcial owner ol Lhe
real estatc and certainly does not harm them.,

34. Timbervest explained to Mew Forestry'a boneliciary representatives that it would
seek to maximize value for New Forestry by improving particular properties so they could be
sold at their highest and best use potential. New Forestry ‘expx‘cssly approved Timbervest's
stratepy of making such improvements to propertics within its porifolio. For instance, on July
31, 2008, several Timbervest representatives met with Ranlett and other AT&T representatives
to review Timbervest’s management of New Forestry. The group discussed individual
propertics, acquisitions and improvements to properties.  The representatives from AT&T
apreed that Timbervest's “private equity/real estate” approach was their preferred strategy from a
strategic perspective. ‘The group cven reviewed pictures reflecting Timbervest's HBU/Land
improvements to New Forestry properties, Timbervest documented a summary of these
discussions in minutes, a printout of which is attached hereto as Exhibit C.

35.  Inaddition, in April 2009, representatives of New Forestry's beneficiaries,
including Frank Ranlett, toured and saw improvements made by Timbervest to one of its
propertics located in the northeast called St. Aurelte. This property was closer to Mr. Ranlett’s
state of residence and therefore more convenient to visit. Following this property tour, Mr,
Ranlett expressed his pleasure with Timbervest’s entreprencurial management style, While he
did not ask for details on the amounts spent to tmprove that property, Mr. Ranlett was clearly

aware of, and in agreement with, Timbervest's use of its discretionary management authority to
10 B
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“devise and implement creative improvement plans on properties held in their portfolio and
consistent with the Program Investment Guidelines.

36.  Itis not uncommon to conduct timberland tours on client propertics for the benefit
of investors in other funds and/or polential investors in an cffort (0 showcase the manager’s
property management style and to educate them in the unique aspects of timberiand hvwc:stmcms.
In fact, during the same outing when Mr. Ranlett toured the St. Aurelie property, he also visited
and toured a property called “Big Six” which was owned by another commingled fund managed
by Timbervest.

37.  Additionally, sometime in 2005 or 20006, Timbervest took representatives of QRG
Portfolio Management (at the time, BellSouth’s investment manager and fiduciary) and SBC
Communications (another ORG client) to tour the Baptist purchase unit which was owned by
New Forestry. The purpose of the tour was to demonstrate Timbervest's timberland
management style to SBC Communications as a potential imberland investor and to educate
them on the unique aspects of timberland investing. There were other potential investors and
existing investors in Thnbervest’s commingled timberland fund present on this property tour,
Property tours were often followed by a tour of a nearby working timber mill to provide a more
cémpict:e picture of the timberland mvestment eycle.

August 2006 Report to New Forestry

38, Upon request from ORG, the fiduciary for New Forestry, Timbervest prepared
and delivered to New Forestry the August 2006 New Forestry Disposition Plan and Report (the
“August 2006 Report™). The August 2006 Report resulted from extensive work by many of
Timbervest's personnel, including foresters, analysts, and managemrem.

39, Asadisposition plan, the August 2006 Report identified properties that
Timbervest planned to scll on behalf of New Forestry, and it identified the target sales prices for

those properties.
11
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40.  The August 2006 Report did not report values based on actual sales, It simply
reporied estimated sale prices for a number of properties that Timbervest anticipated liquidating
under the client’s disposition mandate. The August 2006 Report merely reflected the estimated
prices that Timbervest hoped to get for each property, and not actual sales, or prices that were in
any way guarantecd.

41, With respect to the Wolf Creek properties, the sales were being handled
exclusively by a third party sales agent under an auction and direct sale arrangement.
Information regarding the first fow actual sales was not known to Timbervest until November
2006 when the first potential sales contracts were delivered to Timbervest for its review and
consideration, Timbervest had no role in ncgotiaﬁng these sales.

42, The pricing from the first few sales of Wolf Creek propertics only represented
four (4) sales from the initial auction process conducted by the third party sales agent and totaled
only approximately 480 acres. The complete sales program for the Wolf Creek properties would
ultimately encompass over eighteen (18) separate transactions, 5,265 acres of property, spanning
morc than four (4) years, and yielding av?:rage prices materially below those of the first four (4)
sales in November 2006,

43, The vast majority of other properties listed in the disposition report with
“Estimated Sales Prices™ either sold at prices materially different than the estimate listed in the
report, or in many cases, did not sell at all. The “Istimated Sales Prices™ did not and could not
equate to a value conclusion and were only best estimates of price and timing of sales as of
August 2006,

44, On August 3, 2012, Timbervest wrote a letter (the “2012 Letter”) to New
Forestry™s beneficial owners desceribing various facts relating to the transactions at issuc in this

case, In particular, it detailed how, in February 2007, a commingled fund managed by

12
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Timbervest acquired the Tenncco Core property that previously had been owned by New
Forestry.

45, _ The 2012 Letter also described how, by the time of this transaction, the value of
Tenneco Core had risen about $1 million, and it described the reasons for the increase in value.
‘The primary driver of the value increase was that timber prices spiked in the fourth quarter of
2012, Timbervest leamed of the spike in timber prices in November 2012, and these price
increases accounted for about $950,000 of the overall $1.05 million increase in value of Tenneco
Core.

46. The 2012 Letter also explained that Timbervest learned of the Wolf Creek sales in
November 2006. The letter pointed to these and other transactions in the area, not to support the
entire $1 million value increase, but as a basis for justifying management's comfort level that -
valuing the land conmponent of the property at $6/acre more was reasonable, This $6/acre
difference was a mere $80,000 out of the $1 mullion rise in vajue. It was the fact that these sales
were being executed above appraised value that gave management comfort to pursue the
Tenneco ¢ore transaction,

47.  The per acre values of the Woll Creek sales in the recreational market were not
directly correlative to the Tenncco Core property, which was a large core imberland property.
The Wolf Creek properties were markedly different kinds of properties with different bases for
their valuations. They were smaller and more accessible, making themy more affordable and
interesting to individual buyers in the focal reercational market, Their value reflected a high and
better usce valuation in the recreational market, rather than a raw land plug timBor valuation,

48.  The spot price of trees has some relevance to the value of recreational properties,
but they are not the primary drivers of such values, There is a much stronger correlation between
spot prices and pure timberland properties than spot prices have with higher and better use

recreational properties.
13
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Transition of New Forestry Account to New Manapement

49. By letter dated August 29, 2012, New Forestry terminated Timbervest as its
investment manager cii'fective September 30, 2012, Timbervest was replaced with two separate
timberland managers who divided up management of the portfolio’s assets. The original plan
devised by AT&T required a clean transition of the account on September 30, 2012 to the new
managers, At that time, according to Frank Ranlett at AT&T, Timbervest would have no further
responsibilities for the account or assets and would be paid its 3Q12 management fee.

30 On September 5, 2012, Timbervest received a list of transition documents
requested from one of the newly appointed managers, Forest Investment Advisors (“FIA™), TIA
coordinated the management transition process on behalf of both newly appointed managers,
Timbervest's transition team worked directly with FIA to provide the requested documentation.

51, The transition list covered a broad range of management/operational and
accounting/finance documentation for cach purchase unit within New Forestry’s portfolio and
included both current and historic data.

$2. Timbervest acted promptly in beginning ap organized and well-documented flow
of documents and information to FIA which required the dedication of substantial internal stafl
and resources. The volume of accounting data, as well as legal and operational files related to
the transition was enormous and required much of Timbervest’s internal accounting and legal
staff to compile and prepare for transfer. The accounting documentation required some
additional review to eliminate sensitive information pertaining to other Timbervest clients as
well as proprictary information (and/or processes) belonging to Timbervest, In addition, during
the data collection AT&T substantially changed their original transition requirements and
required Timbervest to complete 3Q12 financial statements for the account. ’I‘hig change was not
anticipated and slowed down the data transfer as 3Q12 financial statements had to be prepared

before {inal data could be transmitted, Financial statement preparation typically takes six to
14
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cight weeks to prepare after the end of the quarter due to data updates, accruals and other
iu:counting requirements. Preparation of New Forestry financial statements was given priority
over other funds and the data was provided in a timely manner, Timbervest worked through
these issues with FIA and the information flow continued in a satisfactory manner. An example

of the types and guantities of information and/or documents provided to FIA is attached hereto as

53, Various employees of FIA sent numerous complimentary email communications
to Timbervest indicating that they appreciated our continued cooperation in the transition process
and were pleased with the flow of information. Timbervest continucd to prepare and provide
data and information to FTA throughout the 4™ Quarter of 2012 and into 2013 as additionally
requested with no compensation. This cooperation continues today. Through this process
Timbervest provided continual, substantive and material support so that New Forestry could
complete jts 2012 audited financial statements and tax filings. Timbervest worked closely with
PWC, the New Forestry auditor, into the summer of 2013 with no compensation. PWC was very
appreciative of Timbervest’s efforts.

54, On Qctober 12, 2012, Frank Ranlett, an AT&T representative, wrote to Carolyn
Scabolt, Timbervt:st"s General Counsel, stating that he “regret[ted] any imputation that you were
not transitioning to the letter, and likely beyond, of the agreements between our two
prognivations” A prntout of this email is attached hereto na Eaghilbit £

Additional Evidence Regarding Lack of Records

55, Timbervest received an email on November 6, 2012, from AT&T representative,
Ranlett, in which he advised that he had asked ORG for “all their material on New Forestry and
the BellSouth account, but they didn’t keep any records other than copics of [ORG’s] reports to

BellSouth.” A printout of this email is attached hereto as Bxhibit 1.
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P k5| Jurricn) og-1t 018389 &r1Br2oi Appalachse Rd MalntClearing 158020 o]
eS| c e840 11-11 Siz6 9302611 2011G3 CUST BASISINKT WAL 2D it R R3]
Sub Q415558 22-0000 Tesad 124,7i6.02 $21,716.02 &
Acct: 1867 Lnd, Sag Congtr Subi 0410127833550 120 £ River
. AL A 0431 1108 910577 [y el o wik snd food plots 1.0s50.C% G2
s 3 < VETE2 01-10 sJ28 1222008 250504 COST 8aBISMKT AL A5 052 203000
Sub 041-012753-L300 Jasad 2.0:5.00 2,030.40
Azt 1E0TG Lo, Road Consit, Sub: 041-012784-0¢50 123 & Sawdtoch
AR W [REh] 11-08 CEiETY THR2CGE =4 wrk and fsad plots 101065 2,60
* G e H57E2 01-10 §Jz8 1243192063 250304 COST BASISIKT vitl el iiand 2.6$3.00
b 041-012764-L300 Tatal 2,040.00 203043
fzets 1B07G Lawd, Road Constr, Sub: 041-012818-00C2¢ 1-20 E,Shoskler
AR N3 (23£8 719 GL3E4Y TH412010 cubeerts agatachee Rd FEALCD .0
* Gl a LEEES 10-10 sJzg $3IH2610 231002 COST BASISMKT VAL 2D/ [0 ?AFI0D
FIE) C41-012318.0550 Totat 7,7°0.00 177049
Azct 18070 Tosad 42.1'0.88 £00,120.83
Acct: 13080 Liws, Survey Sabiz G4 1-000003-3030 L2 E
G G D44 ES-L9 S48 841812009 Survey Costs Moradock 10,004.23 0..o
* GJ G Tizds GE-0F 28 BABI2E09 Survay Moresock 347786 [
*GJ G %388 03 8428 BI118/2008 Survey Cost Moredock £.00 16.412.054
*Gd a oR4LS 5410 cJat 41102010 ReimbSureyhoedoek Q.60
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http:7,770.00

Yenday, Decerrber 0,

%a': Jonday, 2014 New Forestry i?i gfgzgaxpz
sar, CORISKEY Detalf General Ledger - Standard Carpeny oc4
Perlods: 6107 Through 244 As of 12112014 Ledger ik ACTUAL
Jred Tran Bas Fer Retarence Tran Tmn Bejinnteg Ceblt Credis Ending
Tepe Type Kbor Erd Ybr Dals Ceszristion Balanca Amord Amount Ealance
G Gl CI848% a0 SdR1 412090 RzbbSurveyiloredoc 18¢80) 0483 £.407.78
Sub C4+-A0000-000D Totd .00 22,893,680 2231480 0.33
Acce 18082 Land, Survey Sub: 0L{-LI558 25000 -2t £ Gizwson
GJ GL 034333 0103 Sz 2503 Supvay 287231
G4 GL (94510 3-03 s3ig (R Srasiedd Surveydrpoee-Glawsonsddition 125,62
> Gd GL COLTEY 45-03 Sax3 ik Brleied-d Z200eQ1 TOST BARSIKT VAL ATY 40z
Sup G41-00GEZEL00 Total 000 3.053.31 043
Actt TETED Land, Survey Subr 041-0127E2-00T0 22 € Blozk
* G GL [eixd:ted 10-03 $453 182053 Surey Cost Block Tract 37T 030
G GL 038450 10-03 S35 eLeRediiec] 200803 LOST sﬁ\St AT WAL A0 0.00 B ks
* G e 003453 1068 $i QAC20TE 200eQ3 LOST BASISAMKT WAL ADU 3737 R
A GJ GL shia ) 1003 Sk QILL20T5 Z0DEOD LOST BASISIMKT VAL ADJ 003 ITVAET
So 0410127824000 Tatal [Repi) 7.541.54 T 537,54 083
Aot 18287 Lard, Survey Subr 04101278300 1-2G € River
eS| GL [sahc 2] 10-09 sJzs BFEES20GT Survey Cosi Sawtorh 604051 3.00
Gl GL (0B4E0 1009 SJes 3H2029 C0PQY COST BASIRMKT WAL ADY 003 £.020.31
G GL CO5483 16-03 SJ2s Q302009 200303 COST BAZISMKT VAL ACY 654081 .00
eS| Gl Cos4Ee 1003 £i28 SIHAC0% Z308Q3 COST BABISIMKT VALADI el £.540.35
G GL blealn uE- 10 cun 41102010 ReimbSureyMaretock falels] 237575
G GL DAESES 07-10 Sizd S3A2010 231002 COST BASISIWKT VAL AD) 237516 a.3%
Jub £41-012783-G350 Yatsl 060 14.456.98 14,458.98 043
Aret: 15082 Lard, Surrey Se 041012784-0C60% -20 E Saviooth
* Gl Gl CGOSSES i0-G3 §Jz3 8/12/2¢09 Supvey Cost Rbezr Trect 6,£37.537 9.08
LR ey ] Sl DLEAED 1008 b ] 2322099 2TU503 (OST BASIEASKTY VAL A0 .03 2.597.37
RER eS| GL E4E3 10.63 S4z5 Q32003 SO0 COST BASISIMKT VAL A0J 885737 0.o¢
Gl GL [ 1003 glis w30200¢ 220502 COST BASISMKT vAL 20 .62 £.597.17
* G jcis CUEALS 0€.10 T 4172010 ReimbSurgyMoredozk {469 245533
* Gy cL CIESES QTG slzs BI3C2010 231002 COST BASISIMKT vaAL AT k-5 . 000
Fuwh 041-C12764-L000 Totsf [iate) +5,350.% 1535097 ..o
Acclr 182537 Land, Survey Sus: 04101281630 [-23 E Srockiay
* Gl GL 025403 06-10 C.Jo1 40172019 ReimbSuregyMeredock 0.G3 187837
R e cL Ca8sSes a7-10 £Jzs 83572010 z310QZ COST RASISIMNT WAL ADJ 1.878.37 c.ob
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SR A New Forestry facr ez
User, COMISKEY . Detail General L edger - Standard Carrpany: ccs
Periods: $107 Through 12.14 As of: 127112014 Ledger D ATTUAL
Jrat Fren Bat Pet Raference Tren Tran Begirning Cebit Credit Ending
Tope Type Nbe Ent ) Kbe Date Lescripton Balance Amount Aoy Bajante
Suh 041-01281E-L000 Tora} 0.69 1.876.37 1,876.37 .06
Asct 1E080 Total <E v 65 450.97 £5,15C.97 609
&ogt: 1EGSE Lanrs, Allpcation Sub: 04 1-G50060 3305 120 E
MR ¥ CL 023504 o708 ILVEREVAL 33008 ZOUEQE COST BASISIMKT VaL 2Dy 32,82Z.13 0.00
G GL L4953 11.08 FURUIAL W3IL2008 ZOLBGT COST BASISMKT val 2Dy 2,029,034.89 0.0
G GL 0543383 &1-C3 2TTRTAVAL 1273142008 230804 COST BASISIMKT VAL ADY 7287463 0.0%
PGl GL LA78T €503 428 33nerog 220501 COST BASIEMKT vaL 20 310,558 .33 0.0%
Gl GiL 345143 G709 SJzs &332009 230802 COST BASISIMET WAl AD] T9,438.17 Q.25
4G4 GL 10545¢ -0 5428 32009 235303 COBY BASITMNKT val ~Dy 26,6300 0.5
PG Gl 05453 3-02 5.28 213272099 205303 COST BASIGANT val £0d G.09 20.900.34
Gl GL 355454 003 5428 WIANZ00S ZIEAT COST BASIS/NKT WAL ADS 2.131.G17 47 0.5%
* G Gt 35732 G1.19 5528 12312009 23304 COST BASISIWKT WAL ADS 48592.02 0.0
Gy Gi G137 419 SJ428 D100 238004 COST BASIE KT AL 2D £74,678.20 0,55
&G GL 0353 QF-50 Sl £30/2010 2347027 CUST BASISMKT VaLl A (e} 3915 461.5%
* G Gi 038612 G3-t SJzg E53012010 221502 COST 8ASIS/ T WAl A0S 3322 37548 0.3%
~ G Gt 0GR83S 1113 8428 &32010 204303 CUST BASISIIKT VAL 2DJ 2084560 0.o¢
GBS GL GOB303 G3-11 Size ER30i201 2ITIRZ COST BASIS/MKT val Al 15585842 0.0%
* G CL 00384 15-51 5428 <0201 204103 COST BABISINYT VAL AD 2303818 0.0%
* G Gt Ca9i33 Gi-12 SJes 1310201 201104 COST BAGISMKT Vsl A0 372069 058
REREN) GL 009733 C5.12 Sl kL abrisgid 20$2Q% COST BASIS/MART val A0J £555.00 0.6¢
Sub 04 3-500000-0007 Totdd 1081365442 950226348 3,936 454,99 16,378,455.22
Acct 13388 Tatal 4,00 9.502,253.48 381546508 5.565,601.20 *°
Acet: 1BQES Land Kdisc. Expense Sub:  041-005£8300D0 120 E Glzwsen
s 8P Le) £03ges 0333 (05533 azinsg shkooling tawers 53000 0%
~ Gl GL CO4083 1108 200803VAL SHE0E00E 20053073 CO3T BASISVKT VAL &0 0.0 8 24503
AP wo 004102 6398 GO5816 GIEEZ0NE Lake Casigergeering 2.695.00 088
* AP Vo 004452 1138 Coesss 042008 poweting £za0ca 0.5
*Ql GL G0L283 £14a9 ZO0BQEVAL 12i3102968 200204 COST BASISIWKT VL £DJ c.09 13.209.66
AP Ryl 004667 1223 ooses2 12208 [rstadl Columns £,052.060 Q.o
"G GL 003436 10-39 Si28 QANEDE 200903 CUST BASISAHKT VAL ADY G..o 722558
LR 3] GL 05453 10-38 SJz28 anQids 205603 COST BASIS/VKT AL &D) 7.225.00 0.l
* Gl GL 005454 1099 Sias Al ety 2005Q3 COST BASISHKT VAL &DJ G.co 75
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. PR P =
The  oamy e New Forestry e tresoo
L COWISKEY Dstall General Ledger - Standard Cemcav (4
Periods: 0107 Through 12-14 As of; 1212014 Legger 1O ACTLAL
~enl Tran Bat Per Refarerce Tran Tran Beginning Detit Credl Erding
Type Type Kor ent Nbr tx Deazerdpton Eafsnce Amound Arount Qzlarce
AR W QLEEES GL3 013338 G23/2009 Clgaring B sk Ponds TE2E 00 008
Sd ab oLyves 4-11 cJat A023i2011 RerdTruskUsedAsCeniresiDeposi GGl T.530.68
AR WO ot{654 c4-11 Q17454 4’1?!‘231*; Eqiipment Rantst TE3GES ke
AB WO I3y G411 G17es4 4720201t BuitPond@EsCiubRd 2541560 0.C2
AP (el 011638 C4-11 gi75Le 428/201¢ SutdRond@TlesCiubRd 25 147,05 juRacH
AR WO 051938 0534 gt784¢ S320N Glawsen Cell foam: Dock CAP 45785 028
AP e 01193 G5-11 GErass 22011 Glawson Cell foam Dotk CEP 21409 03¢
tAR v 011438 o511 GI7e4D 53201 Glawsen AGE 'Weod duck CAP 1.17E.41 04T
AP Ays) 05z0e2 CGE.11 038034 182011 BuidPond@ElesClubRd 17 E35.00 0.2¢
> GJ cL CCBRLS S8-1 8.JZ8 £3072011 231102 COST ASIS KT VAL ADY 203 105 E55.43
LR K] 412213 0511 G1B327 /382014 WEEPand @ElesClubRd 3124563 0.0%
AE VO Q12478 274 DILEES Tigr2nTs BukiFond@EiksClubRe 843203 0.00
AN GL (0e3490 113 sles 362011 221Q3 COST BASIGMKT vaL ADY 1123538
&R Rs] C13052 98-11 oisezy 94442041 PordSupplies-N¥Crawellnvoios 3.9
LP WO 011518 -1t 22083 1E 140201 Pole dam-Trussesd KetalPoe! S40
Fas V 13897 11-1% Q20808 15182011 Polz frarn - Siding and Lighis .09
AR va c13587 q1-1¢ 021141 12269 Poie Bam - rampbulbsfwindons .03
Gi G. 0Je981 12-1 cin 3229254 DockSwarra BoxMaterials- g 2,053,060
AP NQ G1376Y 12-11 G21320 122N FoleZameoncreleldochidges £.ca
AR e G13763 12-1 021320 12125 Fole Bam materials o]
aP e ci3zes 12411 021543 122220 Dock'Swarrs BoxAlalenals-Wirde 3.053.10 iy
* AR Kie] C14225 0212 022295 JW2%12 PorchExiensioriRepairRock 752.00 o]
AP VO £9428% 02-12 022371 211308012 Deock Constructon 583.00 £Cy
* AR v £14285 02-12 D22371 2132012 Pole Bam Coastudien 573,00 G
G G £3%551 0£-12 $J24 32012 DockSwampBowiateriWind 3,053.00 Ea)
Sub T 5-0D5EE3-0000 Totaf 24.577.00 18411248 163,572,458 55,118.00
Acct: 1EDE3 Lant. bz Exparse Subr L9 T-UDREZ2-09C0 §-20 € Prior
AR iy 2288 C-t gzgaat 10012201 PondDam, Adu\od, Calelrsiall 2,135.0C 09
Sub 041-006822-0028 Totat a0t 9,$35.00 e} 2,135,600
Acct 18009 Todatb 800 203,247 .46 163,570,456 A3,677.00
Tota) Aszets 0.00 10,188.258.50 45835213 B ,605,478.20
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Cagte: Monday, December 01, 2014 EESER JofE
Sirre: 0353824 New Forestry Repor: QeI
Usar: COMISKEY Detaill General Ledger - Standard Targay ¢
Pericds: 0107 Through 1214 As of; 12112014 Ledgr (O ACTUAL
3o} Tran Bast Per Relerence Tran Tran Beginning Bebit Ceedt Ending
Trea Type Kbr £ny Kbt Dale Gescriplien 8zlance Amgunt Arrcunt Batznct

MRV

.

[ndcgtas the pened erterad s <fFerenl Som the peticd prsted.

° indeatss Biece are ro GL ransay

wr

wons 10 suppert sum rarnized Moot is zeriod activity.
‘rdicates e celowatsd pericd ending pelance dees act match e YTD balance on Asctrist

b obagcates the calousted antount
%

nce dees 10t metch fhe encount balance oo AsciHist,
Indicaies Asseis do not mateh Liaglnies or Net |eome deed net equar the ¥TD HetinscTe acoousl

HWZTT7 NP hOh

MTAMYH © 943NNy

ot sty oo R


http:rtefe~-r.cl

s aen T L) K RuBine & OanudLN WiV iL/VIa

EXHIBIT B



1o/ VL7 V1

Account
18070
16070

1RG0
18990
18060

18070
18070

18070
AEAieRgs)
18070
18070
16070
18070

2070
2070
20070
20070
20070
20070
20090
20090
20090
20000
200060
20090
20100
20100
20100
20100
20100
20100
20100
20100
20100
20101
20103
20101
20101
20101
20101
20101
20101
20102

20070
20070

Féaa BUSG LI LLLY

Sub Account

004-000000-0000

006-000000-0000
008-000000-0000
D05-DU000-0000

007-005393-0000
G07-005383-0000

012.005535-0000
0120056350000
012-005535-0000
012-005518-0000
01 2-600000-0000
012-005516-0000

023.008689-0000
023-0006891-0000
023-0098234.0000
023-004898-0000
N23-008878.0000
023-010669-0000
023-009629.0000
023-008889-0000
023-p03891-0000

023-005894-0000

023-008808-0000
023-010563-0060
023-009591-0000
023-004894-0000
0Z3-0088Y8-0000
023-010563-0000
023-010568-0000
023-010569-0000
023-010569-0000
023-009829-0000
023-009689.0000
023-006828-0000
073-009689-0000
023-000091-0060
023-0058%4-0000
023-005855-0000
023-010569-0000
023-010569-0000

23.010569.0000
023-010363-0000

024-000342-0000
024-000340-ND0O0

Proparty  Qity

q
4

ndaeEnrs @ ASARULN

New Forestry

1o/

Capital Expenses and Additions 017084

Description
200702009 Road work / extension
212012009 Rotd Work Extension

4 Total

5
&
G

313172000 1004 1 gl Amigitization
30/2008 2008 Land Amortization
B/30/2009 3008 Land Amortization

6 Total

i

7

912212000 Rd Accews Qualls Comp 3 501,2
73172009 road consifaccess qualls prop

7 Total

12
12
12
12
12

12

1ALI009 Bidwell Rd Wrk(18070)
142172008 Bridwull creek crossing
172312008 Bridwell new road entrance

1112000 Ebsie Callenr Rd Wrk{(18070)

772002009 road entrance avertehB41ract

311002009 Road Work- Entrancs & Acc

12 Tatal

73
23
»3
4
23
23
23
s

pal
73

23
73

23

2/18/2009 Handg planting Pint 2009 vlash

2/1B/2009 Hang planting Fint 2009 wlash

21872000 Hond planting Pint 2004 dlash

21812008 Mand planting Fint 2009 slash

273872009 Hand plantingPirt 2009 lobloiy

211872009 Hand planfingPint 2009 lobiolly

2/16/2009 seedling, pitn 2009

211872009 sondling, pitn 2009

201812009 seedling, pitn 2609

21872009 scodiing, pitn 2009

218/2008 seedling, pitn 2000

211812007 seedling, pitn 2009

L2008 T10,Site Prop Burn-PLIN 2004

21122008 T13.510¢ Prep Burn PLTN 2009

2122009 T17 Site Prep Burn-PLTN 2009

2/12/2009 T22, Sita Prop Bum.PLTN 2008

21212009 T25,51e Prep Bumn-PLTN 2009

2/12/2009 T-28, Site Prep Burn-PLTN 2009

21272009 130,81 Prep BurmuPLTN 2008

21212009 15, Site Prep Burn-PLTN 2009

211242000 T8, Silo Prep Burn-PLTN 2000
2r32008 Site prep spraying - PLTN 2009
/312009 Site prep spraying - PLTN 2009
YBROOS Site prep spraying - PLTN 2000
232009 Site prep spraying - PLTN 2009
203009 Site prep spraying - PLTN 2008
32008 Bito prep spraying - PLTN 2008
3R00S Site prep spraying - PLTN 2009

27312009 Tract 28,30 Spraying-PLTN 2009

2612009 T-28,30 Chopping-LLTN 2003

23 Total

o4

24
~

4202008 102 vores Tree Plant - PLTN 08
A2072008 406 acros Tree Plant - PLTN 09

SEC-BNKJ-NFE-0007346
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20070
20000
20080
20050
20100
20100
20100

20070
20U70
20080
20102
20102
20102
20150

18070
18070
20070
0070
20070
20070
20070
200

18070
18070
18070
18070
18070
168070
18070
20070
20090
20080
20060

17040
17040
17040
17040
17040
17040
17050
17050
17050
17050
17060
17060
17060
17060
17060
18030
18030

024-000341.0000
024-000242-0000
024-000340-0000
02 DONA4T-0000
024.000342-0000
0240003400000
0£24-000341-0000

O26-008628.0000
026-008630-0000
026, Q086 2H-0000

26-006678-0000
026.008G28-0000
026-008628-0000
0260085260000

027-000000-0000
027-010243-0000
027-010243-0000
027-010243-0000
027-010243-0000
027-010243-0000
027-010243-0000
027-010243-0000

034-000000-0000
D34.010242-0000
034-010242-0000
034.010242-0000
034-010242-0000
034-010242-0000
034-010242-0000
034-0107242-0000
034.010242-0000
034-010247-0000
034-010242-0000

041-005883-0000
041-005083-0000
041-000000-0000
041-000000-0000
041-000000-0000
041-DC0O0C0O-0000
0310127620000
041-0127G4-0000
041.012763-0000
041 -005683-0000
041-000583-0000
041-00GGE3-0000
041-012762.0000
041-012764-0000
041.012763.0000
041-012762-0000
041-012764-0000

YuY 320 ZLLLH

RULERS & nAnRULh

412042000 D0 actes Tree Plant - PUTN 09
472012009 102 acre - Lob Seeds - PLTN 09

Wivis

24 412012009 406 acra - Lob Seads - PLTNOY

24 4{20/2008 50 acre- Lob Seeds - PLTH 08

edi] ARZO2009 107a¢ - Site Prep Butn- PLTNGS

24 412072009 406ac - Site Frep Bu- PLTNOY

24 ALZOMNGS S0a¢. Site Frap Bur - PLTNOD
24 Total

26  DIB2009 17 acres Planting-2009PL TN

® S58/2009 3acres Planting-Z006PLTN

206 711512000 sneedlings pitn 2000 13 acres

25 472712009 Much. Site Prep 17oc PLTNGY

36 B/2512000 spot piling c10,2010ph

20 BR52008 spot pling cotnp 16 2010 pit

26 1/1/2008 2003PLT Pre-cammThinning(2(1150
26 Totnl

Wi 7114720045 RoudBuilding/ Trockhoo/Bridge

27 91112009 Wolloreek/Swan Crk Fract

27 11272008 PinePlamt-RIn2008-admin fee

27 1/12/2009 DinelMant-Pitn2009.1-1,19180r¢

27 1/12/2009 PinePla-Pitn2009-T-18,30acra

27 11272008 Pipeflant-Piin2009.7-25,150acr

a7 11122009 PinePlant-Ptn2008-T-26,122acr

27 72812009 grnd/ArelalHerhicide pitn 2009
27 Total

q 7812009 Daker lake upgrade

34 7/31/2009 Baker Loke Upgrade Project

3 T12212008 Laker 1d project

34 £/11/2008 buker rd projact

34 TR2009 Baker Road Upgrade

34 77712008 Baker Road Upgrade

34 872512009 ditsh dirl baker upgrads

3 873172009 Tree Pt premerch softwood

34 873172009 seedling trans, premerch aoftw

34 B/30/2009 Soedlings Delivery - 2008 PLTN

34 7i612008 seedlings plin 2009
34 Tolal

41 1714/2009 addition to Glawson

41 111472009 Logat foes

41 8/18/2008 Legal Fees Moredock

41 8/18/2009 Legal Fees Morodock

41 8/18/2009 Moredock acq

41 8/18/2009 Moredock acq

4} BAB/20GD MOTRAnCK AL BIQCK Tract

41 BAB2009 Moredeck Acg River Tract

4 BIO20G4 Mordock Acg Sawtnoth

3 1142009 Purch Price-Glaweon Addition

4 111412009 Ercrow fees

4 171472009 Presmium and exam fees

41 B82000 Titke & Incurance Block Yrect

& BAG2008 Tile & Insurance River Tradt

41 8/18/2008 Title & Insurance Sawlanth

41 £/18/2009 Phase 1 ESA - Block Tract

41 81872009 Phase 1 L6A - River Tract

SEC-BNKJ-NFE-0007347



S L A

12030
15030
1BOYO
16070
18070
18070
T
18070
18070
1HO?
18070
18080
18080
168080
18080
18099
20070
20100
20102
WM
21960
21530
21880
21990
21000
2149480

17040
17040
17040
17050
17060
17066
17070

17040
17030
17050
17060
17060
17089

20070
0070
20090
20090
20080
20090
20060
20080
0090
20000
20100
20100

[IEEYLY

A

041.012763-0000
0d1-005682-Q000
041-005653-0000
041.005683-0000
0:41-005683-0000
041005683 -0000
0149 O0ESHD OOOG
041.005683-0000
G41-0056883.0000
041-005683-0000
041-000000-0000
041-D05682-0000
041-000000-0000
041-000000-0000
041-.005683.0000
41-005683-0000
041-005683-0000
041-005683-0000
041-005683.0000
U4 -DUDLBI-OB0Y
041-005683-0000
0471-005683-0000
0141 -005683-0000
041-005683-0000
041-005683-0000
041-006683-D000

044-000000-0000
044-000000-Q000
(44-000000-0000
044.000000-0000
044-000000-0000
044-000000-0000
D44-000000-0000

045-000000-0000
045-(000000-0000
045-000000-0000
045-600000-0000
045-000000-0000
045-000000-0G00C

102:008519-0000
102-008520-0000
102-008514.0000
102-008520-00C0
102-008520-0000
102-008520-0000
10085200000
102-008520-0000
102-008518.0000
102-008520-0000
102-008319-0000
102-008520.0000

D ALt

URLNhO 8 Oani4AN

Gy ¥ I8V 3

a1 B/1812000 Phase 1 ESA - Sawlooth
H 17142008 Phase | ESA Tor Glawsonm Addy
a1 202602009 Clearingzhaping dew rouds
41 Gr15/2000 GAB Slone on new road
41 /2372008 GABR stone PA Ry
41 BI19/2009 Goab Stone PVC pipe ob new rmad
1 OPEIEOOR e pyraue - tuad wusningy
A1 208 Rd Constructton
41 2182009 R Construstion
41 202712009 R4 Conalruchion
1 5111/2009 road work frebreaks
41 171472009 Survey
1 8718/2008 Survey Costs Moraedock
Ll BAB2008 Survey Moredock
41 1142609 SuivoyApproval-GlawsenAddition
41 ©/23/2009 Clearing Duck Ponds
41 BI22009 PintLoblollySeed hdac/PLTNZDOY
41 3113/2008 Druen Chopp- Sile Prap- PLNDS
41 31132009 Drum Chopp- Site Prep. PLNOS
41 50812006 Alcovy Barn
a1 112612000 Alcovy Cabin Congstruction
41 972312008 Barn/Cleared shooling lones
a 211872009 Construction Alcovy Cabin
41 B8r31/2008 ihgtal Interior of barmnE00leik
at BS2000 instal] barn 600 elkys club
41 2132009 LumberSuppl. -ConstrAlcovy Cabin
41 Total
44 5/1472000 Acq Rxp. Due DIl - Cscambia
44 30109 Acquisition - Escambia Legal
44 5142008 Enviro- due diffigence oilsgas
A4 32612009 Escambia Purchase Price
44 3/26/2009 Premium and ssarch foos
i 3126120009 Recording cofts
A4 3262008 State Transfor Tax - Al
44 Total
b 67172000 Seven Oaks Acquisition
45 G172009 Purchase Price- Salem
ab 8/1/2009 Purchfrice TCCTermination
43 BR2005 Recording Foos- Stewart Title
45 6/1/2009 Title Fees - Stewant Tilla
45 6/172009 Shipping Fees- Overnight
45 Total
102 ALZ172009 23, ac - Plont Troes - PLTN 03
102 56072009 79 acres 7008 PLTN
102 172112009 Conn Procossing-PLTN 2010
102 271272008 PonderPineSeed -PLTN2010-Bauman
102 11272009 PonderPine Seed-PLTN201G-Big1s
102 G/222008 Seedling PLT 2000, Bauman
102 QrRA2008 Seodling PLT 2004, Big 18
102 9/22/2009 Seadling PUT 2010, Baunun
102 2009 Secdling PLT 2010, Refuge
102 BIZTE00T Tree Trailer rental seeding09
102 11272000 Pi Burting-Piln 2009
102 1122009 Pile Burming-2itn 2010

SEC-BNKJ-NFE-0007348
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20100

20070
20000
POOED

2040
20040
20040
20070
FRVIVIAY
20070
20071
20090
200M

20071
200

102-000000-0000

10:4-0100235-0000
104000350000
104-010035-0000

105-D06LEYR-GO00
105-0056493-0000
1050056950000
105-000 0000
[AUSRVIF S XS NIV PN
105-005665-0000
105-006695-0000
105-0056%5.0000
105-00560%-0000

120-004453-0000
120-004453-0000

P4 Y

o e &Y nUCho G NATULN
102 1/12/2009 Shah Fiting - Pitn 2010
102 Total
104 812000 35,21 ac Plent PLTN OY
104 21872009 Seedings £1TN 2000
1041 /1612009 Soedings PLTN 2002
104 Total
105 672212009 Herbicide App for HWC 2003 PLT
105 G122/2000 Merdicide App for HWC 2008 PLY
105 672252008 herbicide app for HWC 2000 PLT
105 1122009 MundPluling-pta2D08-1-1
100 1RGO0 Ranut landuy-piin2odn-T-2
105 112/2009 HandPlanting-pin2009-T-5
105 §/22/2009 Hand FPlanting 2008 PLT
105 201212009 PLTYN 2009, 11,25
100 5/8/2009 SeadiingCeiDuaToCanully2004P1LN
1086 Tolal
120 6/22/2009 Rand Plantihg 2009 PLT
120 582008 SeedlingUstDueToCasully 2000PLN
120 Tolal

Grand Total

V¥ - Selected for Capital Additions Other Than Property testing at w/p 4150.15A. See-

Properly Acquisitions {real property, usually entire purchase units) are tested at wip 4¢

Noto> Scanned list looking for unusual fems, Nothing unusual noted.

Add'ns Per Roliforwnrd Reporis

45,076,848 4150127
B40 605 4150,124
48817453 7

46,804,410 ~This Schedule
13,043 Unlocated Diff, pass since ifm
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18-09

Randy Hodges Excavating inc
Rondy Hodges Excavating inc

nugoihe & Al any

Amaount
20,.420.00 f
5,000.00

25,420.00

17,445 00
-17,445.00
-17,438.00

-52,344.00

Elliolt Sopvines

Elliot Services

20,635712

19,644 00

40,477 .12

Forestry & Wildlife Consisiting
Forectry & Wilditfe Consulting
Forestry & Wildlife Consulting
Foreatty & Witilile Conuiting
Forestry & Wilditlo Consulting
Forestry & Wildiife Consyulting

957435
©,003.07
3,076,723
4,938.00
5,099.64
5.569.71

33,200.01

SouthPine, inc.

SouthPine, ine.

SouthPine, inc.

SoulhPle, Inc.

SouthPine, inc.

SouthPine, Inc.
Weyarhaeuser MR Company
Weyerbaguser NR Company
Weyerhapuser NR Company
Weyerhacuser NR Compaay
Weyerhaeuser NR Company
Whsyeriaeuser NR Company
Complete Forestry Bevices
Compiote Forestry Services
Complete Fotestry Services
Complete Forestiy Services
Complete Foreatry Services
Complete Fotestry Services
Compiele Forestry Services
Complate Forastey Services
Compiate Forestry Senvices
Red River Speclities, Ing, AL
Red River Specialties, InG, Al
Red River Spechitnes, inc, AL
Red River Specialties, Ing, Al
Red River Speciallins, Ine, AL
Red River Speciafties, Inc, AL
Red River Spawmitios, Ing, AL
Red River Speciaies, Ing, Al
SouthPine, Inc :

2,914.00
4,100.60
1,105.00
959.60
307.50
21,320.00
186.12
1,763.78
2,481.64
GoB.83
580,76
12,910.66
2,165 .40
863.00
537.00
$.586.20
831.50
57460
6,741.00
124.5
1.852.80
320.00
464000
$.520.00
2,080.00
1.440.00
144,880.Q0
1,660.00
22,580.00
26,623.50

149,167.19

Guewt Foresity Sepvices, Ing

Guesl Forostry Services, e

7.042.00
25,014.00

L~ AL S
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Guest Forastry Serases, ing
FAW Forostty Services
FAW Foreatry Bevices
FW Forestry Services
FRVV Farestry Soiviees
FEW Fureshry Sewvicns

FAEW Forestry Services

MWL Ww X il

3,600.00
2844 21
1137107
12694 77
2,010.75
8,003.58
485 67

65,415.50

Superior Forestry Service, Inc
Superior Forestty Service, Inc
CFREW Foresty Services
Centzal VA BMP Senvce 1o,
Central VA BMP Setvice,inc.
Central VA BMP Service Inc.
GAP Forestry Sevices Inc

71602
176 61
559,00
2,703.00
3,307 80
2.140.00
5847 .00

15,401.93

Jimmy Danjete

Jimmy Danicls

Forest Marketing Group, LLC
Forest Merketing Group, LLC
forest Markoling Croup, LLC
Forest Matketing Group, LLC
Forest Marketing Group, LLG
Forest Marketing Group, LLC

11,000.00
#,100.00
70000
14.516.00
2.280.00
11,400.00
G,272.00
22,241 .00

£30,404.00

Claylor Lake Wooediands Holding
Allen Construgtion, Ine.

Aflen Construction, inc.

Allen Cotstruction, Inc.

Allen Canstruction, inc.

Allen Construction, inc.

Allen Construction, e,
Richard Poirier

Beralt Fortin

Trangport Rayrond Tardil ing.
G&P Forestry Services inc

4,997 48
2.103.60
§,069.30
7.838.85
5,262.87 o
5.70.62
305.70
387.50
200.00
1.266.14
2492400

50,083 56

Parker Hudson Rainer & Dobbs
Parkor Hudson Rainer & Dotitng
Parkar Hudson Roiner & Dobba
Parker Hudson Rainer & Dobls

Moredock Famity

Moredock Family

Moradock Family

Project Adventure, Inc.
Chicagn Title Insurance, Co,
Chicago Yitle Ingwrance, Co.
Fidity National Title Ins Co
Fidefity National Yitle ing Co
fidelity National Title Ins Co

526.00
3,972.50
7.500.00

-13,043.00
2.588.50
2.854.50

488,642.48
854,603.84
T82.521.67
T3 .600 00

350.00

720.00

843.00
1,473.76
1,340.45

R0OA.79
1,400 9

d Y W VT
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http:8G-<1,603.84
http:2.9S4.SO
http:13,043.00
http:S9,093.GO
http:1.266.14
http:7,53o:J.f.J5
http:G,069.30
http:2,10:'.00
http:22,2-11.00
http:1,272.00
http:11,>100.00
http:2.280.00
http:14.~�16.00
http:f!,100.00
http:2,1-12.00
http:OS,41~).50
http:5,003.55
http:R1lim.lr
http:llfinUJ.f1
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1.288.27

Allclenn Envitonmental LLTC 1,000.00
Miler Grading Co., Inc. 284000
Miller Gradting £0., Ixe. 2428493
Miller Grading Co., Ine 6,384 89
Miller Gradmng Co., Ine. 5,909.082
Miller Grading Co | Inc 7.641.78
Milter Grading Co., Inc. 3,308.84
Mt Crading Co., Ine. 5.856.54
Miller Gracingg Co., e, 572485
J & M Forestty and Grading Inc 1,800.00
Byron L. armer Suiveyor, Q. 2,974.31
Byron L. Farmer Suryeyor, P.C. 10.,004.28
£.407.76

125.00

Mitier Grading Ge., Ing. 700500
B& S A, Ing. 7.946.01
J & M Foresiry and Grading Inc 675.00
J & M Forestry and Grading inc 7,670.00
L. Designs, Ing. 51,877 64
L.L. Resgns, Inc. 15,935.03
Millar Gradging Co., Inc. 1,030,00
L.L. Designs, Ing 25,501.66
L.L, Dewlans, Inc. 45 514.70
L. Designs, Inc, 34.303.49
Pollard Lumber Co, inc 4,552 .85
264537251

Adams and Reese LLP 21,507.20
Adams ang Reese LLP 0.446.94
SLR Inleinational Corp 3,966 .99
Rayonier Forest Resources, P 12,075.626.00
First American Title Ins. Co. 21,782.87
First American Title Ing, Co. 268 50
6,438.00

12,938,336.50

324.19

Hancock Tinbar Resotren Group 30,510,508.48
26,800.00

Stawarl Tilke 8,250.00
Slewarl Titfe 120,667.00
Stewart Title 425.00
30,608,975 67

Hector Ordaz, 5P 1.725.00
Heetar Ordae, SP 5,402.00
Pacific Foreat Seeds, Ine, 503.4%
Fruit Growers Supply Comp,Cerp 232.27

Fruit Growers Supply Comp, GCarp
Cal Foreul Nurserics
Cal Forest Nuraehes
Cal Forast Nurseries
Cat Forest Nurae
Robitwson Eotorptises, Inc.
Retunson Enterprises, Inc,

n

Robinzon Enterprises, tne.

258 48
2.008.25
3,108.08
2,105 60

959,15
2,034 .63
2,2449.40
6,307.18

R L

w7
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http:6,307.18
http:c.24!:l.40
http:5,402.00
http:1.725.00
http:30,GGG,975.G7
http:120,!S67.00
http:0,250.00
http:12,838,336.50
http:6,438.00
http:21.782.07
http:12,075,520.00
http:3.300.9H
http:9.446.94
http:21.507.20
http:4,G0.2.8G
http:1�1,303.49
http:49,514.70
http:25,501.66
http:15,9J5.G3
http:7,670.00
http:7,(25.00
http:2,974.31
http:t.eoo.oo
http:S,7:?-1.8G
http:3,308.81
http:1,541.7G
http:llU'....IL

Robinson Enterprises, Inc. 5,08%.00
' 33.0728.45

Herman L Moo ZAGA.T0
Arborgen, 1LC 06 2%
Arborgen, L1LG 101335
3.884.30

Crop Production Services, Inc 3.018.48
Crop Production Services, ing RSO
Crop Production Services, Inc ER KW
Supetior Foreslry Sewvice, Ine 5.241 60
Supenor Foreslry Service, Ing 5,845.50
Superior Forestry Survice, Inc 7.174.80

Superior Forestry Service, ing
Arborgen, 11 €

Arborgen, t1.C 016.00

a45,234.51
Supernor Forestry Servico, Inc $.173.45
Atborgen, LLG 830.40

2003455
46,752,065.82

Add back Buller Land Amort 52,344
Per Above As adjusted 45,604,410

testwork for purpose, procedures & conclusion,

150.14A,

SEC-BNKJ-NFE-0007353
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EXHIBIT C



Timbervest 2008 Annual Review of New Forestry
(ATT Pension and Suhsidiaries) Timberland Porifolio

Date: July 31, 2008
Time: 10:00 am — 1:30 pm
Location: ATT Investment Management Office, Warren, NJ

‘Tumbervest: Joel Shapiro, Bill Boden, Joel Rosenberg

ATT: Frank Ranlett, Bill Hamumond, Avneet Sungh Kochar, Alan Casey

The following matters were discussed:

10am -10:30 am: Pleasantries and overview of the current State of the Timberland
Markels (Shapiro and Boden)

Timber prices are generall y soft but New Forestry (NT) holdings are stable. Land prices
are keeping a firm buffer on portfolio value.

ATT purticlpants wore sotiaficd with the anawer.

10:30 am = 11:30 am: Portfolio Review (Boden and Shapiro)

Discussion of individual properties, acquisitions and improvements to properties, ATT
agrees that Timbervest’s “private cquity/real estate” approach is their preferred strategy
from a strategic perspective—and seem to agree with tactical implementations on the
property level. Review of pictures from HBU/Land improvements,

11:30 am = 12:00 pm: Discussion of NCREIF and operational issues:
(Shapiro, Boden, Ranlett, Kochar, Hammond and Casey)

Kochar said that ATT Investment Management Employces were incentivized to beat the
NCREIF Timbertand Index. Hammond reiterated and stated that the use of conservative
appraisals may hurt performance and ATT was willing to accept more volatility. ATT’s
preference (Hammond) was to reduce timber discounts applied by Timbervest. ATT
{Ranlett and Hummond) questioned the use of debt and the New Forestry Line of Credit.
Ranlett and Hammond said they would discuss the use of the Line of Credit and get back
1o Timbervest with recommendation for use or termination.

Shapiro asked for clarification on payment terms. Hammond and Ranlett stated that
Tiunbervest should be paid in a timely manuer and that they would discuss this with the
ATT Custodian,



,,,,,,

12:00 pm — 1:30 pm: Lunch - continued general discussion regarding the NF Portfolio




...................

EXHIBIT D
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Exhibit DD
I. Valuation back-up for all properties - details to support spreadsheet already provided

This information was provided o FIA in 2012, Specifically as follows;

Data provided Date submitted Deseription
MYV Purchase Unit Sumuoary November 20, 2012 Murket value us of September 30,
) Submitted 1o Box,com 2012 for cach property by major

component (land, merchuntable
~ timber, young growth).

Cruisc reports September 14,2012 Muast recent eruise report for cach
Submitted to Box.com property held by the cntity at
September 30, 2012,
Appraisals August 27, 2042 Most recent uppraisal report for cach
Subunitted direcily 1o the client property held by the entity at
September 30, 2012,
3 Cost Basis and Volumes November 8, 2012 Detailed asset inventory of each
Submitted to Box.com property by tract at September 30,
2012,

2. Tax parcel Tist, with payment detail, with [uture dates

Information regarding the tax parcels for all New Forestry properties was provided to FiA in 2072,
We are not witling to provide speculative information about future due dates of taxes. The official
due dates for current property raxes will be on the official tax invoices received by New Forestry.
We have specifically provided the following:

Data provided Date submitted Description
Property Tax Assessments ‘ October 3,2012 All property tux agsessments that
Submitted 1o Box.com were received by Timbervest as of
October 3, 2012.
Property Tax Bills October 3, 2012 Al property tux bills for the current
Submitted to Box.com calendar year that were recerved by
Timbervest as of October 3, 2012.
Property Tax Sumnary September 26, 2012 A listing of &l tax parcels by
Submitted to Box.com property and taxing unit.
Property Tax Accruals November 20, 2012 Detailed worksheet of property tax
Submitted to Box.com accrugls for ¢ach property,

supporting the bulances of the
acerped property tax accounts in the
Soptember 20, 2012 ¢rinl balaneo,

3. Chart of Accounts

As we have previously explained, we do not maintain a Chart of Accounts for the New Forestry
account, hut rather maintain o single Chart of Accoynts for all clients and all accounting accounts.
This accounting organization was developed by and is proprietary to Timbervest, It also includes
information regarding other clients that cannot be shared with AT&T or FIA, As previously offered
on several accasions, should AT&T or FIA have specific questions about accounting entries, we are
happy 1o provide helpful information.


http:qfAccmmtsji.Jr

4, 2012 Timber sales detail

This information has been provided to FIA and/or PWC. Specifically as follows:

Data provided

Date submitted

Description

Timber Sales Activity Report

Geneeal Ledger Detail

Property Tevel Trial Balances

Timber Cutting Contracts

Timber Sales Audit Support

Transaction Details

November 20, 2012
Submited to Box.com

Navember 8. 2012
Submitted to Box.com

November 8, 2012
Submitted (o Box.com

September 14, 2012
Submitied to Box.com
December 19,2012

Provided ro PHC for the audit

March 19,2013
Provided to PWC for tax
preparation

A detailed Tisting of all active; in
progress, and reeently completed
timber sales as of September 30,
2012,

General Ledger detail for the period
of January 1, 2012 through
September 30, 2012,

Trial balance of the entity and cach
specific property for the period of
January 1, 2012 through September
30,2012,

All open timber cutting,

A listing of all imber salos for the
period from Jannary 1, 2012 through
September 30, 2012 was provided to
PWC for the audit, Additionally, all
supporting documnentation was made
gvailable to the auditors during their
fieldwork (o test the proper
accounting for these transactions.
Detailed transaction log for each
property. This information is
provided aonually to PWC {or the
audit and tax filing. PWC has all
relevant historical information.

5. 2012 Land sales detail

This information has been provided to FIA and/or PWC. Specifically as follows:

Data provided

Date submitted

Description

Land Disposition Sheet

Closing binders

General Ledger Detail

Property Level Trial Balances

November 20, 2012
Swhmitted to Box.com

September 17,2012
Delivered via courier 1o 1114

November 8, 2012
Submitnted to Box.com

November 8, 2012
Submirted 1o Box.com

A detailed listing of cach land sale
for the period requested, including
sukey price, dale, acres, and
purchaser information,

Al closing binders in our
possession. These closing binders
include closing statements,
purchase/sales agreements, and other
documettts pertinent to the
transaction,

General Ledger detail for the pertod
of Yanuary 1, 2012 throuph

September 30, 2012,

Trinl batance of the entity and cach
spectfie property for the peried of



http:ffox.com
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Jamuary 1, 2012 through September

30, 2012,
Land Sale Andi Support Degember 19, 2012 A listing of all land sales for the

Provided to PWC for the audit period from January 1, 2012 through
» September 30, 2012 was provided to
PWC for the audit. Additionally, all
supporting documentation was made
available to the auditors during their
fieldwork to test the proper
accounting for these transactions.

Trunsaction Detatls March 19, 2013 Pretailed transaction log for each
Provided to PWC for tax property. This information is
preparation provided annually 1o PWC {or the

audit and tax filing, PWC has all
relevant bistorical information.

6. Deseription of all accounting policies, including depletion and valuation methodologies

We have previously discussed our accounting policies with FIA, including the depletion and
valuation methodologies, In addition, these policies and methodologics are described in detail in the
audited financial statements of New Forestry previously provided. Lastly, New Forestry’s auditors,
PricewaterhouseCoopers (PWC) has previously reviewed and audited all financial information
produced under these policies and methodologics. PWC should be able to provide any needed
authoritative information. '

7. All historical trial balances and general ledgers by property - to be delivered electronically, not by
PDF

This is the first request we have seen for this information in this format. This information will be re-
provided to FIA in Excel format.

8. All historical financial statements - to be delivered electronically, not by PDF

New Forestry's annual financial statements are produced by New Foresiry s third party auditors.
Timbervest only has annual audited financial statements in pdf format, AT&T will need (o oblain
any needed information from Babush, Nieman, Kornman & Johnson LLLY (2009 and prior) or PWC
(2010 and 2011).

9. Historical inventory detail and valuation information supporting quarterly financials

This information has been provided 1o FIA and/or PWC. Specifically as follows:

Data provided Date submitted Description
QMY Purchase Unit Sumnsary November 20, 2012 Market value as of September 30,
Submitted to Box.com 2012 for cuch property by nwajor

component (fand, merchantable
timber, young growth).
(ryise reports September 14,2012 Maost recent eruise report for cach
Submitted to Box.com property held by the entity at
September 50, 2012,
Appraisals Aupust 27, 2012 Most recent appratsal report for cach




Submitied directly to the client property held by the entity at
September 30, 2012,

Cost Busis and Volumes November 8, 2012 Detstled asset inventory of ¢ych
Submiited to Box,.com property by teact for the periods

ended June 30, 2012 and September
30, 2012,
Tract leved pricing details December 19, 2012 Pricing details for cach property.
Provided to PWC for the audit This information is provided
annuplly to PWC for the audit and
tax filing. PWC has all relevant
historical information,

Transaction Detaifs March 19, 2013 Detailed transaction log for each
Provided to PWC for tax property. This information is
preparalion provided annually to PWC for the

audit and tax filing, PWC has all
relevant historical information,

10, Subsidiary schednlios of all seqnicition and lapd sales trangactions, ineluding detmil cupporting the

account for such transactions
This is the flrst request we have seen for this information. We do not understand what is being asked.
11, Schedule of all capital contributions and distributions, to and from client entities since inception

This informacion s been provided 10 AT T 01 numerous Qceasions. we will resend tins
informcion o AT e caye i as been misplaced,

12. Quarterly return information since inception, both gross and net of fees at the portfolio level
This is the first request we have seen for this information. This information has been provided to

AT&T on an annual basis for many years, We will resend this information 1o AT&T in case it has
heen misplaced.
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The information from Timbervest, LLC In this amal is confidontial and may be legally privifeged. 1t is intended solely for the addrasses.
Atrnzs ta this amalt hy anynnn stea ic onpothorized. H you are not the intendod rasipiont, ploano nolify sender und deletc thia cmall, In
addition, be aware that any disciosure, copying. dislibution or any acticn taken or omittad to be taker in reliance on this email, is prohibiled
and may be unlawful. IRS Circutar 230 disclosure: To ensure compliance with requirements imposed by 1ha IRS, we inform you that any U.S.
federal lax advice contained in this communicaian tincluding any mitachmants) is nat imtended or writlnn te be-uscd, snd 2onnot be ussd, for
1hes surnann af (8 senliiinm memmmlblne oo fam, dot st T Y R 7 B U gy sr e tiagy e
reeammonding to anothor pary any trepanetion o mattor addrossad i,

When addressad to our chents any opinions or advice cantainad in this email are subject to the terms and conditions exprossed in the
governing engagemont agrocments with the client. Past performance is not necessarily indicative of future results, Data contalned hereln Is
provided without any warranties of any kind and is subject to change without notice. All projected resulls are subjoct to the inherpnt
limitations of showing peitarmance hased on model fesulls wnd such projected rosults may be over or under-stated due 1o the impact of
malterlal gconomic or market factors on the price of the investments. For more information, plense requost Timbervest's full Performance and
Relurn Disclosures.
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EXHIBIT F



From: RANLETT, FRANK G «fr9271@att.com»>

Sent: Tuesday, November 06, 2012 9:48 AM

To: Joel Shapiro; Carolyn Seabolt

Ce monty.hill@att.com; Sam Grice {sgrice@forestinvest.com)
Subject: New Forestry - Additional Info.

Follow Up Flag: Follow up

Flag Status: Flagged

Carolyn and loel: Sorry to bother you with this, but further to my email of yesterday, as part of our making sure we
wind this up without a lingering trail of requests to you, 1 am hoping that you are going to send all the historical
information on the account over to FIA. Is that your understanding?

The immediate reason for this request is that in looking over what we have here, | have the audited financials going back
10 the 90s through 2005, and then forward from 2010, 2006-2009 are missing. | believe this is the period of time when
ORG was managing the account on BeliSouth's behalf. | asked Ed Schwartz for all their material on New Forestry and the
BeliSouth account, but they didn't keep any records other than copies of their reports to BellSouth,

So, | guess I'm saying we need all the historical information that you have on New Forestry, but in particular the financial
statements.

Thanks again for your patience,
Frank

Frank Ranlett

AT&T Services inc.

Room 3D109

One AT&T Way

Bedminster, New Jersey 07921
Phone: 908-234-3220

Fax:  908-234-3389
ranlett@att.com


mailto:sgrice@forestinvest.com
mailto:rnonty.hil!@att.com



