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Before leaving Montana in late September the decision
was made to direct as much effort as possible to woody
biomass and more allowable harvesting on public land.
As of this date the ALC has set a meeting in February for
a number of groups to meet in Washington, D.C. to further
explorer our opportunities with woody biomass. | realize
that much has been written and said about the U.S. For-
est Service and their policies as it relates to timber sales.
| would like to take my turn.

My knowledge of the Forest Service activity is limited to
the Osceola National Forest, whereas it does not have a
Spotted Owl, it does have the Red Cockaded Wood-
pecker. | have witnessed in the past 25 years more habi-
tat destroyed by fire and very little was “wildfire”. Most
were started by the Forest Service. The negative impact
to the ecosystem was much greater than any logging ac-
tivity ever witnessed there. Of the million acres currently
controlled by the USFS | would suspect that the majority
of these acres need harvesting treatment if for no other
reason to reduce the fuel load on the ground. If we are to
have healthy forests and ensure their sustainability we
must incorporate sound and timely forest harvesting.

During the fire storms of 1998 | witnessed thousands of
acres of prime southern forestland on the Osceola go up
in smoke. The USFS was so slow in putting salvage
sales out that most of this timber was good for nothing,
but pulpwood. | know, for fact that friends in the Western
U.S. can relate to these situations better than |.

| was informed recently that normally on the Osceola, it
can take up to 6 years to identify a sale area, have it ap-
proved, sold, and begin harvesting. There is something
terribly wrong with this picture. | would like to think that
the general public, if it were to be made fully aware of
these bottlenecks, would prefer these lands be better
managed than they are currently. Our rural communities
have in many cases been devastated by the lack of har-
vesting activity on public lands, revenues for schools and
counties have literally dried up.

I, for one, do not want the last of the of the “old growth”
timber cut, but | do believe it's time for a “common sense”

approach to managing our public lands for future genera-
tions.

So, what do we do next? Well, we do still have the abil-
ity to contact elected officials, and voice our concerns per-
taining to the inefficiencies that exist within the U.S. For-
est Service.

Charles Johns is the President of the American Loggers Council, which
represents over 50,000 logging professionals in 29 states. Charles’
operations are headquartered in Hilliard, Florida. For more information
please contact the American Loggers Council office at 409-625-0206 or

e-mail at americanlogger@aol.com
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WASHINGTON, January 12, 2007—The US Department
of Agriculture today announced the selection of Abigalil
Kimbell as the 16th Chief of the Forest Service. Kimbell
succeeds Chief Dale Bosworth, who is retiring on February
2, after 41 years with the Forest Service.

“Abigail Kimbell is a veteran of the Forest Service who
began as a seasonal worker and has since filled an im-
pressive series of field assignments,” said Agriculture Sec-
retary Mike Johanns. “Gail brings a wealth of knowledge
to her new position. She is well respected both within the
Agency and by our stakeholders. I'm confident she will do
a terrific job as chief.”

“I am grateful to Dale Bosworth for his 41 years of public
service and especially for the tremendous leadership he
provided during his six years as chief,” Johanns continued.
“I am struck by all that the Forest Service accomplished
under his watch, from advancing the Healthy Forest Initia-
tive to a four-fold increase in fuels treatment work. He
also bolstered the agency’s financial system, making it a

source of pride government wide. | wish Dale all the best
in retirement.

Kimbell currently serves as Regional Forester for the
Northern Region in Missoula, Montana, which includes
northern Idaho, and North Dakota. As Forest Service
Chief, Kimbell will oversee and organization of over 30,000
employees and a budget of just over $4 billion. Before
becoming regional forester, Kimbell served in the Wash-
ington office as Associate Deputy Chief for the National
Forest System, with responsibility for assisting in the de-
velopment of the Healthy Forest Restoration Initiative.
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A Look Ahead to the Annual Convention

By Tom Barnes

This year MAT’s Annual Convention will be back in Sault
Ste Marie at the Kewadin Casino. It has been three years
since we were last at this fine establishment and in fact it
was three years ago that the MAT Board offered me the
position of Executive Director of this fine association. The
convention provides an opportunity for you to visit with
your friends and peers to discuss the success you have
experienced over the past year.

Over the past two years we have lost 3 mills in Lower
Michigan and this has put an extreme strain on our mar-
kets. | have asked Anthony Weatherspoon of Michigan
Department of Natural Resources Forest Minerals and Fire
Management to discuss what the future holds for our for-
estry markets. What role will alternative wood products
play in Michigan’s market place? Can we or will we be
able to sustain viable alternative fuel markets in both Pen-
insula’s of Michigan.

Our convention will kick off on the 26™ of April. We are
planning a golf outing and a sporting clays shoot for those
of you who will be arriving early to the Soo. This provides
some time to enjoy one another's company while enjoying
the great outdoors. If you are like me, golf is not always
the relaxing activity it should be so follow up your round of
golf with a round of sporting clays. There is nothing more
relaxing then busting a few clay targets. Thursday eve-
ning will be followed with our Second Annual Texas
Hold’em Tournament which will be bigger and better than
last year. We are also planning to hold a women'’s tourna-
ment as well. The welcome reception will kick things off in
the evening.

Friday morning will have two sessions, a general session
to listen and discuss our market futures with Mr. Weather-
spoon. Following his presentation MATSIF will holding
their annual session. Our business luncheon will provide
an overview of the associations activities and also award
our scholarship winners. Remember any employee of a
MAT member company is eligible for the Jess Bircher
Scholarship, please make sure your dues are paid and up-
to-date and get all those forms into our office. Traditionally
we have awarded three scholarships, one for a thousand
dollars and two for five hundred. This money goes a long
way in the advancement of you and your employee’s
child’s education.

Friday afternoon will have another two sessions. One will
provide an up date on our Co-op efforts and | am planning
on having another successful Co-op come and discuss
their success. | have also sent an invitation the USDA
Forest Products Lab to come and discuss the possible
markets or products that can be derived from wood, again
looking at alternative possibilities for wood. | have also
invited the Division Chief and State Forester to come and
discuss forest management issues we have with the de-
partment. There will also be plenty of time to intermingle
with your friend during the day.

Friday evening will wrap up with our Banquet. The high-
light of our banquet will be the announcement of our
“excellence” award winners and MATSIF Safety Awards.
You should have received nomination forms for the
“excellence” awards and please take some time to think
about those who might be deserving of these awards and
send your nomination into the MAT office. Instead of a
silent auction this year we will be having a bucket raffle for
donated items and we will be raffling off a rifle this year
too. We have greatly appreciated your past generosity in
donating items for our auction and we hope that continues
this year for our bucket raffle. All monies generated by the
bucket and gun raffle go towards helping your association
function.

This year we are offering the opportunity to renew or get
your CPR and First Aid cards. We will be offering this pro-
gram Saturday at no cost to our members. It is my under-
standing the requirements for CPR have changed and this
would be a prime opportunity to get updated. The class
size is restricted to 30 participants so please sign up early.
This program will be offered after our health benefits
breakfast.

| can not express the great honor and privilege it is to rep-
resent the Michigan's timber harvesting industry. | hope
you will be able to find the time to come to the Soo and
relax for a few days and share in the camaraderie of your
friends. | very much look forward to seeing all of
you in the Soo on April 26™ — 28"
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On Saturday, December 9, 2006, Congress passed
the Tax Relief and Health Care Act of 2006. The
following are but a few of the changes that have
come about in 2007

1) Beginning in tax year 2007, the Act
changed the requirement limiting the HSA contribu-
tion to the lesser amount of either the deductible of
the plan you chose or the specified dollar amount
(in 2006 it was $2,700.00). What that means to
you is that despite the deductible you pick an indi-
vidual can contribute, pre-taxed dollars, to his
health savings account up to $2,850.00 for an indi-
vidual or $5,650.00 for a family. An individual's
deductible is no longer going to be considered.

2) There is allowed a one-time Health Flexi-
ble Spending Account or Health Reimbursement
Account rollover into your Health Savings Account
(this can only be done until January 1, 2012). Prior
to the signing of the above act that was not al-
lowed. Any amount rolled will not be taken into con-
sidered into your maximum annual contribution lim-
its.

3) Full annual contribution allowed even if
you begin your Health Savings Account after Janu-
ary. Prior law allowed your max contribution to be
calculated by the month. Example: If you began
your account in June you could contribute half of
the annual contribution (2006 max contribution for
an individual was $2,700.00—if you began yours in
June the max contribution for that year would have
been $1,350.00). In 2007, even if you start your
plan in June you will be allowed to contribute up to
the full $2,700.00. However, in order to maintain
that full pre-tax benefit you must have your plan for
a full 12 consecutive months. If you're not covered
under a health savings plan for the full 12 months
then a portion of the contribution would be treated
as income.

These are but a few of the changes. If you are in-
terested in learning more about Health Savings
Accounts and how they may be beneficial to you
please give me a call at:

Forest Insurance Center Agency, Inc.
(a wholly owned subsidiary of The Michigan
Association of Timbermen)

Employee Benefits Division
7350 M-123

Newberry, Ml 49868

(800) 272-7805
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Explore the Variety: Customize Your Fixed Income Allocation

All bonds are not created equal. Savvy investors recognize that asset allocation can help manage investment risk. Al-
though there is no guarantee that a specific asset allocation will meet your investment objectives or generate a certain
amount of income, diversifying your fixed-income portfolio may help you more effectively balance risk and return po-
tential.

Vary Maturities
Longer-term bonds usually offer higher yields, but are more sensitive to interest-rate fluctuations than similar coupon
shorter-term issues. Some risk-averse investors purchase only short-term issues, settling for lower yield. Other inves-
tors choose longer-term bonds for higher return potential, taking on more market risk. Choosing a range of issues with
staggered maturities, perhaps through a laddered portfolio, may help improve return potential and minimize interest
rate risk.

Consider Quality
With some types of bonds such as U.S. Treasury securities, which are backed by the full faith and credit of the U.S
government, the risk that the issuer may default on a payment of interest or principal is extremely low. However, mod-
est yields often accompany this high degree of credit quality. If you seek higher yields by taking on a higher degree of
risk through investing in issues of lesser credit quality, diversifying among different issuers may help reduce your total
exposure in the event of any single issuer’s default.

What is your Tax Bracket?
Many investors who are in the higher (28- 35%) tax brackets gravitate towards municipal bonds primarily for one rea-
son: tax-exempt income. Municipal bonds are considered second to Treasuries in terms of credit quality, which adds to
their appeal. Income from municipal bonds may be subject to state and local taxes as well as the Alternative Minimum
Tax (AMT). Call features may exist that may impact yield. If sold prior to maturity, investments in municipal securities
are subject to gains/losses based on the level of interest rates, market conditions and credit quality of the issuer. Mor-
gan Stanley does not provide tax advice. Talk to your financial advisor to see if municipal bonds may benefit you.

Explore the Diverse Market
The large domestic market for individual bonds offers many choices, such as U.S. Treasury, inflation-protected, tax-
advantaged municipal, mortgage-backed, preferred and corporate securities, but there is also an entire world of bonds
beyond our borders. Foreign* countries and corporations may also issue bonds, many of which are denominated in
foreign currencies, while others are denominated in U.S. Dollars.

For More Information
Which bonds make sense for you? Contact us, and we can help you develop a well-diversified bond portfolio based on
your needs, risk tolerance and objectives. Please write in care of Glen Hackman, Morgan Stanley, 220 Park Street,
Suite 220, Birmingham, Michigan 48009.

*Investments in foreign securities involve risks associated with interest-rate and currency-exchange-rate changes as well as by market, economic,
and political conditions of the countries where investments are made. There may be greater returns but also greater risks than with U.S. invest-
ments.

This material has been prepared for informational purposes only and is not an offer to buy or sell or a solicitation of any offer to buy or sell any secu-
rity or other financial instrument, or to participate in any trading strategy. The securities/instruments discussed in this material may not be suitable
for all investors. Any particular investment should be analyzed based on its terms and risks as they relate to your specific circumstances and objec-
tives. This is not a research report and was not prepared by the Morgan Stanley research department. It was prepared by Morgan Stanley sales,
trading or other non-research personnel. Morgan Stanley makes no representation

or warranty with respect to the accuracy or completeness of this material. Morgan

Stanley does not render advice on tax or tax-accounting matters. This material was
not intended or written to be used, and it cannot be used by any taxpayer, for the
purpose of avoiding penalties that may be imposed on the taxpayer under U.S. fed-
eral tax laws. Clients should consult with their tax advisors before making any tax-
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During the final session days of 2006,
the Legislature and Governor Jennifer
Granholm reached agreement on a
welfare reform package that estab-
lishes a four year lifetime limit for a
healthy welfare recipient, with excep-
tions to allow for flexibility. The welfare
reform package will require a family self-sufficiency plan to
guide families on a path to a better life and impose sanc-
tions for those who do not adhere to their plan. The plan
provides exemptions for those who are mentally, emotion-
ally or physically disabled. It allows recipients to increase
their work hours and seek higher paying jobs by allowing
them to keep more of the money they earn. The lifetime
limit includes a 12-month extension if a person faces barri-
ers to employment such as problems with childcare or
transportation.

Controversial legislation to create a statewide law for new
video franchises in Michigan was passed into law. The
hotly contested bill allows increased competition in the tele-
vision market. The Legislature finalized action on the new
Michigan Promise Grant which will replace the Michigan
Merit Award. The MPG will provide students with up to
$4,000 for their higher education and requires them to com-
plete two years of post secondary education.

The Legislature did not act on the Governor's proposed
Michigan Business Tax (MBT). The proposal is designed
to replace the Michigan Single Business Tax. Republican
leaders felt that the MBT was too complex to deal with dur-
ing the short “lame duck” session.

During the final days of the session all 12 members of the
Michigan Capitol Committee, Democrats and Republicans
alike, passed a resolution that changes the name of the 60-
foot lit green spruce in front of the Capitol to a “Christmas
Tree” rather than the “Holiday Tree.”

The House DNR Budget Committee, chaired by Rep. How-
ard Walker, R-Traverse City, held a hearing to collect testi-
mony on a proposal to increase gamef/fish licenses. Most
groups supported the proposal. Groups opposed were
concerned about how the DNR would use the extra fund-
ing. DNR stated that some of the funding would be used
for more conservation officers. Concern was expressed
that some hunters may cease to hunt because of the in-
crease. Another worry was the possible increase of illegal
hunting. Some thought the increases were excessive and
that a gradual increase would be better. Concern was ex-
pressed that it would be unfair for hunters and anglers to
shoulder the cost while all benefit. The issue will surely be
revisited by the 2008 Legislature.

The 2008 Legislature will be led by Republicans in the Sen-
ate and Democrats in the House. Senate Republicans
have selected Senator Mike Bishop, R-Rochester to lead
their caucus while Senate Democrats have selected Sena-
tor Mark Schauer, D-Battle Creek. The Speaker of the
House will be Andy Dillion, D-Redford Township and House
Republicans have retained Rep. Craig DeRoche, R-Novi as
their leader. | continue to urge forestry to work with both
Democrats and Republicans because every vote counts. |
am confident that we will continue to be successful with our
legislative efforts and goals. It is important to keep forestry
“green.”
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“Return on Investment”

A term that anyone in business likes hearing. However, in this article my focus will not be directed on “ROI” in the log-
ging sector, rather in our logging associations.

I, like so many of you that are active members of State Logging Associations, the ALC, or for that matter, State For-
estry Associations, have invested not only our time, but our money as well. That takes me to this question. Has there
been a “ROI™? My answer would be a resounding “YES.” My next question would be; do all logging contractors be-
lieve this? My answer would probably be “NO.”

Let’s think for a moment about what an association should be attempting to do for its membership. For one, creating
an effective legislative lobby. As far as | know each state that has a state logging association has an active lobby for
its membership, and from the time of its creation the ALC determined itself to have a presence in Washington, D.C.
Many of our member states have been able to affect positive change for its members whether pertaining to sales tax
reform, trucking regulation, or improving insurance rates. For whatever reason people want to see legislation passed
every year that would improve their business. Much of the time that does not happen. By having an effective lobbyist
there on our behalf we have been able to stop legislation that would have had a negative impact.

It is amazing the quality of work these states have managed to accomplish on shoe-string budgets. Many states have
the support of only a small percentage of the logging contractors operating within their state. Imagine what could be
accomplished if these state associations had 50% or even 75% participation from their loggers. | applaud the men
and women from around this country that have chosen to be active and fight for their business interests. That brings
me to my final point. The men and women that run the day-to-day operations of our associations go above and beyond
to insure success. It takes long days, many days of travel, and nights away from family. They try their best to do the
right thing for the good of the order. Thank you for your dedication and hard work.

| encourage those of you that may have
been involved in the past, or if you have
never been involved, get in the fight! Help
us build a brighter future for our industry.
Working together, we can see a “Return on
Investment”.

Charles Johns is the President of the American Log- % 6 / 7
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