UNITED STATES DISTRICT COURT

DISTRICT OF OREGON

WESTWOOD LUMBER COMPANY, INC., Civil No.CV 03-551-PA

CASCADE HARDWOOD, INC., MORTON
ALDER MILL, INC., and ALEXANDER
LUMBER MILL, INC,

)
)
)
) STIPULATED FACTS
)
Plaintiff, §
v. )
)
WEYERHAEUSER COMPANY,
Defendant.

The parties to this lawsuit stipulate to the following

facts:
Parties
1. Plaintiff Westwood Lumber Company, Inc. ("Westwood
Lumber"), is an Oregon corporation that owns and operates an alder

sawmill in Reedsport, Oregon. Westwood Lumber was incorporated in
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1996 and purchased the site for its sawmill-in 1997. Westwood
Lumber began operations in 1998.

2. Westwood Lumber also operates a kiln drying and
planing facility at Saginaw, Oregon that drys and surfaces the
alder lumber produced at the Reedsport sawmill.

3. Plaintiff Cascade Hardwood, Inc. ("Cascade"), is a
Washington corporation that owns and operates an alder sawmill in
Chehalis, Washington. Cascade was founded in 1961.

4. Plaintiff Morton Alder Mill, Inc. ("Morton"), is an
Oregon corporation that owns and operates an alder sawmill in
Willamina, Oregon. This sawmill has been operated as a family-
owned business since 1952.

5. Plaintiff Alexander Lumber Mill, Inc. ("Alexander")
is a Washington corporation that owns and operates a small alder
sawmill in Onalaska, Washington. Alexander has been a family-
owned and operated sawmill since 1950.

6. Defendant Weyerhaeuser Company is a Washington
corpération. Tt was founded in the Pacific Northwest in 1900 by
Frederick Weyerhaeuser and is headquartered in Washington state.
Weyerhaeuser's business known as "Northwest Hardwoods" is one of
the largest manufacturers of hardwood lumber in the world.

7. As of 2002, through its Northwest Hardwoods
business, Weyerhaeuser owns and operates four hardwood sawmills

that produce kiln-dried lumber in Washington, one such sawmill in
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Oregon, one such sawmill in British Columbia, and one hardwood
sawmill that produces green alder lumber in Oregon. Through its
Northwest Hardwoods business, Weyerhaeuser in 2002 also owned and
operated five hardwood sawmills that produce hardwood lumber in
Arkansas, Oklahoma, Wisconsin and Michigan.

- Hardwoods Compared to Softwoods

8. There is a difference betWeen hardeod,trees and
softwood trees. Hardwoods are one of the boténical group of trees
with broad leaves that.fall during the autumn and winter months.
Softwoods, also known as conifers, have needlelike leaves that do
not fall on.a seasonal basis. Pine trees are an exaﬁple of a
softwood and maple trees are an example of a hardwood.

9. Hardwood logs ére converted by mills into hardwood
lumber, chips, and other products. Softwood logs are converted by
mills into softwood lumber, chips, and other products.

10. Throughout the United States, there are several
species of hardwoods manufactured into lumber including (in
alphabetical order): alder, ash, aspen, basswood, beech, black
walnut, cherry, cottonwood, hard maple, hickory, poplar, gum, red
elm, red oak, soft maple, tulipwood, walnut, white oak, willow, '
and yellow birch.

11. Hardwood lumber manufactured in the United States
is sold throughout'the United States and also throughout the world

for international consumption. Hardwood lumber manufactured
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internationally is also imported into the United States for
domestic consumption.

12. Hardwood lumber can be used for a variety of end
uses, including pallets, furniture, cabinetry, millwork, molding,
and specialty wood products including picture frames, paint brush
handles, and musical instruments.

Hardwood Lumber Production in the Pacific Northwest

13. 1In the Pacific Northwest, théré is préduction of
the following types of hardwood lumber, including: red alder,
maple, birch, oak, cottonwood and hybrid poplar.

14. Red alder is the predominant type of hardwood
lumber produced in the Pacific Northwest.

15. During harvest iﬁ the Pacific Northwest, hardwood
'logs,'including alder, maple, and others, are typically sorted
from softwood species and then trucked to facilities specializing
in the production of hardwood lumber, chips, and other products.

16. Weyerhaeuser's hardwood mills in the Pacific
Northwest are designed to process hardwood logs into lumber,
chips, and other products. During the parties' years of
operation, Westwood, Cascade, Morton, Alexander and Weyerhaeuser's
processing of alder logs took place only in the Pacific Northwest.

17. Red alder trees are typically, but not always,
harvested within 100 miles of the sawmill in which it is processed

into hardwood lumber, chips, and other products.
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18. On an annual basis since 1995, less than 1% of the
alder sawlog harvest in the Pacific Northwest has been exported in
the form of.logs for international consumptidn and processing.

Operational History of Westwood

19. Westwood Lumber has operated a sawmill in
Reedsport, Oregon since 1998.

20. As reported in its internal financial statements,
Westwood Lumber’s7ﬁet worth, total sales, log costs,voperating
profit and pretax profit for the company’s fiscal.yééfs (ending

September 30) 1998 through 2002 are listed below:

Year Net Worth Total Sales | Log Costs Operating Pretax
Profit Profit
1998 $(137,926) | ¢ 720,382 | $ 378,972 $ (48,955) | $(187,925)
1999 $ 64,196 | $ 7,274,074 | $2,622,905 $ 201,422 ¢ 202,121
2000 $ 193,580 | $11,826,855 | $5,364,545 $ 124,974 | $ 129,383
2001 $ 267,419 | $18,434,390 | $7,542,390 | - $(370,480) | $(196,918)
2002 $ 303,841 |$17,994,136 | $8,386,036 $ 142,0700 | $ 112,716

21. Westwood Lumber’s alder log purchases (including
other minor species) in volume and cost for the period of 1998

through September 30, 2002 are listed below:

*
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Logs
Year Log Volume (MBF) Log Costs
1998 2,096 $ 793,164
1999 6,655 $3,152,742
2000 11,554 $5,906,009
2001 16,693 $8,082,016
Jan.-Sept. ‘02 12,406 $6,360,918

22. Westwood Lumber’s kiln dried alder lumber

production and lumber sales revenues for the period of 1998

through September 30,

2002 are listed below:

Lumber
Year Lumber Volume (MBF) Lumber Sales
1998 2,431 $ 1,610,724
1999 9,906 $ 8,075,700
2000 13,858 $11,525,762
2001 21,991 $16,653,898
Jan. - Sept. '02 14,285 $11,532,808

23. In 2002, Westwood Lumber employed 45 workers at the
Reedsport mill and an additional 50 workers at the Saginaw, Oregon
facility.

24. Westwood Lumber supplies almost 100% of the
finished alder lumber requirements of a sister company, Westwood
Industries, Inc., which owns and operates an alder lumber
remanufacturing facility in Junction City; Oregon. This plant

manufactures alder lumber into multiple products including Fender
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guitar blanks and paintbrush blanks that become Purdy paint
brushes.

25. Westwood Lumber has developed a grading system for
alder lumber and has published the specifications.

26. Between 1998 and September 2002, Westwood Lumber
made investments in its business and added $2.5 million of piant
and equipment to the Reedsport sawmill.

27. Except for 11 months in 2001-2002, Westwood Lumber
has operated on a single shift.

28. Westwood Industries has been in the alder
remanufacturing business uéing alder and other hardwoods in the
Eugene area for over 40 years. 1In 2002, the company employed 40
workers.

29. Between 1998 and 2002, its financial stateﬁents
showed that the net worth of'Westwood Industries increased from
$874,070 to $1,884,882.

Operational History of Cascade

30. Cascade has operated an alder sawmill in Chehalis,
Washington since 1961. In 1998, Cascade became the alder
industry's No. 2 producer of alder lumber. In that year, Cascade
produced 59.4 million board feet of lumber compared to Northwest
Hardwoods’ 261.5 million board feet.

31. As reported in its financial statements, Cascade's

net worth, total sales, log costs, gross profit and pretax profit
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for the company’s fiscal years

2002 are listed below:

(ending September 30)

Cascade Hardwood: Financial Summary

1990 through

Year Net Worth Total Sales Log Costs Gross Pretax

Fiscal Profit Profit

1990 $ 7,407,903 |$ 17,323,215 |S$ 8,974,165 |$2,813,681 |$ 2,240,731
1991 $ 8,356,282 ]% 15,989,812 (missing) | $2,085,164 | $1,479,379
1992 $ 10,413,602 |$ 18,758,114 |$ 9,415,241 [ $3,690,869|5$3,111,320
1993 $ 14,466,341 |$ 25,427,224 1$11,963,541 | $7,005,925 }$6,142,739
1994 $ 17,201,771 |$ 29,176,072 |$17,592,030 |$4,731,138 |$4,130,430
1995 $ 13,708,000 | $ 31,415,447 | $18,963,732 |$3,672,423 | $2,272,229
1§96 $ 15,187,047 | $ 32,826,532 |$20,011,467 |$3,702,108 | $2,230,047
1997 $ 17,776,435 |$ 41,031,331 | $24,646,363 | $5,450,383 |$3,890,388
1998 $ 17,975,111 |1$ 36,235,647 |$21,219,504 |$2,041,485|$ 277,676
1999 $ 18,525,294 |$ 39,098,155 |$23,806,428 | $2,691,830|$ 828,183
2000 $ 15,068,516 |$ 47,683,120 |$27,706,326 |1$5,175,860 | $2,490,295
2001 $ 15,630,557 |$ 45,780,141 | $26,272,062 | $2,813,404 |$ 656,841
2002 $ 17,098,258 |$ 50,287,948 | $26,437,870($4,037,795|%$1,900,701

32. Cascade’s alder log purchases

(sawlogs and pulp

logs)in volume and cost for the period 1998 through September 30,

2002 are listed below:

Logs
Year Log Volume (MBF) -Log Costs
1998 49,174 $17,387,624
1999 56,918 $24,429,179
2000 59,237 $29,446,686
2001 49,312 $23,592,863
Jan.-Sept. ‘02 42,376 $20,183,619
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33. Cascade Hardwood’s lumber production (kiln dried
. and pallet) and lumber sales revenues for the period of 1998

through September 30, 2002 are listed below:

Lumber
Year Lumber Volume (MBF) Lumber Sales
1998 ’ 59,456 $27,097,157
1999 59,790 $31,795,782
2000 64,777 - $40,411,241
2001 62,259 $38,618,501
Jan. - Sept. ‘02 . 55,617 $35,418,796

34. In 2002, Cascade employed 207 workers at the
Chehalis sawmill.

35. Cascade has developed its own proprietary grading

. system for alder logs and its own proprietary grading system for
alder lumber.
Operational History of Morton

36. Morton has operated an alder sawmill Willamina
since 1952. 1In 2002, Morton employed 28 people at its Willamina
facility.

37. As reported in its internal financial statements,
Morton’s net worth, total sales, log costs, gross profit and
pretax profit for the company’s fiscal years (ending March 31)

1991 through 2002 are listed below:
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Morton Alder Statistics

Year Net Worth Total Sales Logs'Costs Gross Profit | Pretax
Profit
1991 $ 343,298 $1,697,022 $ 730,827 $419,315 $ 126,206
1992 $ 405,481 $1,799,221 $ 682,559 $357,402 $ 62,183
1993 $ 521,332 $2,441,731 $ 857,897 $501,086 $ 115,850
1994 $ 686,534 $2,947,314 $1,070,639 $681,435 $ 249,688
1995 S 775,105 $2,912,593 $1,249,837 $631,207 $ 122,440
1996 $ 870,844 $3,566,016 $1,898,994 $718,834 $ 124,758
1997 $ 1,124,329 $3,778,271 $1,798,452 $890,846 $ 212,684
1998 $ 1,185,042 $4,097,460 $2,025,689 $902,383 $ 144,625
1999 $ 1,149,918 $3,478,118 $1,615,020 $626,899 $ (35,125)
2000 $ 1,299;532 $4,166,210 $1,968,303 $888,069 $ 149,613
2001 $ 1,488,775 $3,938,233 $1,969,912 $729,848 $ 189,243
2002 $ 832,296 $3,692,718 $2,004,415 $153,303 $(656,478)

38. Morton Alder’'s log purchases (alder and maple) in

volume and costs for the period 1998 through September 30, 2002
are listed below:
Logs
Year Log Volume (MBF) Log Costs

1998 5,489 $1,512,974
1999 6,541 $1,926,641
2000 7,166 $2,003,772
2001 6,720 $1,954,893
Jan.-Sept. '02 3,848 $1,436,999
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39. Based on its financial statements, Morton Alder’s
lumber sales revenues (kiln dried and pallet lumber) for alder and
maple) for fiscal years (ending March 31) 1998 through September

30, 2002 are listed below:

Lumber
Year Lumber Sales
1998 $2,476,655
1999 ‘ $1,951,167
2000 $2,330,571
2001 , $2,057,499
2002 (April 1 - Dec. 31) $2,062,528

Operational History of Alexander

40. Alexander has operated a small sawmill in Onalaska,
Washington continuously since 1950.

41. 1In 2002, Alexander employed nine workers at its
sawmill.

42. As reported in its financial statements,
Alexander’s net worth, total sales, log costs, gross profit and
net profit after tax for the period of 1990 through 2002 are

listed below:
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Alexander Lumber: Financial Statement Summary

for the period 1998 through September 30,

Year Net Total Sales Log Costs Gross Net Income
Worth Profit
1590 $ 42,011 $ 257,085 $ 120,926 $131,332 $ 20,013
1991 $ 65,978 $ 398,031 $222,193 $173,501 $ 23,966
1992 $151,164 $ 610,274 $317,192 $278,272 $ 93,241
1993 $201,484 $ 678,335 $305,635 $352,004 $ 99,781
1994 $294,498 $ 611,247 $294,187 $312,732 $ 115,190
1995 $280,912 $ 697,479 $395,076 $296,277 $ 42,753
1996 $303,215 $ 778,970 $446,072 $327,094 $ 28,716
1997 missing missing missing missing missing
1998 $386,096 $ 706,413 $347,833 $347,463 $ 37,735
1999 $455,963 $1,009,370 $590,924 $236,004 $ 83,405
2000 $433,965 $ 693,180 $433,664 $ 80,842 $(25,877)
2001 $447,007 $ 645,747 $371,319 $116,410 $ 13,041
2002 $447,204 $ 738,432 $447,668 $100, 006 $ 2,229
43. Alexander’s alder log purchases in vdlume and costs

2002 are listed below:

Log 4
Year Log Volume (MBF) Log Costs
1998 493 $221,981
1999 885 $450,557
2000 691 $380, 688
2001 474 $246,609
Jan.-Sept. ‘02 595 $311,264
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44. Alexander Lumber’'s kiln dried lumber production and
lumber sales revenues for the period of 1998 through September 30,

2002 are listed below:

Lumber
Year Lumber Volume (MBF) Lumber Sales
1998 880 : $519,274
1999 1,282 $913,328
2000 804 $602,125
2001 820 $594,103
Jan. - Sept. ‘02 689 $524,994

45. Alexander has remained in business, sold lumber and
paid its bills during the period of 1998 through September of
2002.

Operational History of Northwest Hardwoods

46. Northwest Hardwoods, headquartered in Portland,
began operations in 1967. In 1980, Northwest Hardwoods became
part of Weyerhaeuser Company. As a business of Weyerhaeuser,
Northwest Hardwoods has retained its name and general management
structure.

47. Northwest Hardwoods as of 2002 operated eleven
hardwood sawmills in seven states or provinces in two countries.
At its ﬁills, Northwest Hardwoods produces over fifteen types of

hardwood lumber, including red oak, elm, white oak, soft maple,
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cherry, ash, yellow poplar, red alder, pacific coast maple,
pacific coast birch, cottonwood, basswood, hickory, and walnut.

48. In 2002, Northwest Hardwoods operated five sales
offices in the United States, including offices in Portland,
Oregon; Titusville, Pennsylvania; Federal Way, Washington;
Dorchester, Wisconsin; and Little Rock, Arkansas. Northwest
Hardwoods operates other sales offices in Europe and Asia.

49.. In 2602, the Northwest Hardwoods hardwood sawmills
in the Pacific Northwest were lécated in: Delta, British Columbia;
Sedro Woolley, Washington;-Arlington, Washington; Centralia,
Washington; Longview, Washington; Garibaldi, Oregon; and Eugene,
Oregon.

50. In 1980, Weyerhaeuser acquired Northwest Hardwoods,
Inc., which then owned and opérated hardwood sawmills in Arlington
and Centralia, Washington.

51. 1In 1985-86, Weyerhaeuser converted a softwood
sawmill that it owned in Longview to manufacture hardwood lumber.

52. As of the date of its initial production of
hardwood lumber in 1986, Weyerhaeuser had invested approximatély
$3.1 million in conversion and other related improvements at its
Longview sawmill.

53. In 1995, Weyerhaeuser purchased three hardwood
sawmills from two of its competitors: Goodyear-Nelson Lumber

Company and Diamond Lumber Company. At the time of these
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acquisitions, Goodyear-Nelson was operating a hardwood sawmill in
Sedro Woolley, Washington, and Diamond Lumber Company was
operating hardwood sawmills in both Eugene and Garibaldi, Oregon.

54. In September 2000, Weyerhaeuser acquired Coast
Mountain Hardwoods, Ltd., a hardwood sawmill located in Delta,
British Columbia. With the acquisition, Wéyerhéeuser acquired
five forest licenses with rights to a portion of the alder and
other hardwoods harvested from provincial forest lands in British
Columbia. The five forest licenses cover the Fraser, Sunshine
Coast, Kingcome, Strathcona and Arrowsmith timber supply areas in
British Columbia. Four of the forest licenses have original terms
of 15 years; one (Fraser) has an original term of 20 years. These
licenses expire on: January 1, 2009; July 4, 2011; December 31,
2011; August 8, 2011; and May 24, 2011, respectively.

55. Weyerhaeuser refers to the Coast Mountaiﬁ facility
as its Delta sawmill. Delta is a town just south of
Vancouver, British Columbia.

56. During the late 1960s and early 1970s, Northwest
Hardwoods began developing a proprietary grading system for its
finished alder lumber products.

57. From 1995 through 2001, Northwest Hardwoods
produced less than 5% of the total volume of hardwood lumber

produced in the United States.
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Timberlands" which manages timberlands owned by Weyerhaeuser in

58.

the Pacific Northwest.

these company-owned timberlands to its hardwood sawmills in the

Pacific Northwest.

Weyerhaeuser operates a business called "Western

59. From 1990 through 2002, Weyerhaeuser made the

following capital investments in its hardwood sawmills in the

Pacific Northwest:

Weyerhaeuser supplies hardwood logs from

Year Arlington Centralia Eugene Garibaldi Sedro W Longview Totals
1990 $ 914,552 $ 471,352 $1,247,718 2,633,622
1991 345,900' 333,777 653,309 1,332,986
1992 673,021 432,271 191,201 1,296,493
1993 632,160 1,164,352 747,648 2,544,160
1994 1,678,979 2,415,332 1,115,282 5,209,593
1995 844,678 3,751,960 | $ 125,840 $ 802,188 3,296,928 8,821,594
1996 6,783,821 2,113,539 6,026,647 | $1,252,421 1,094,057 2,779,401 20,049,886
1997 898,488 3,082,295 3,810,091 2,583,592 2,909,876 2,790,965 16,075,307
1998 677,483 1,142,563 619,071 768,149 2,979,861 1,626,220 7,813,347
1999 834,052 1,115,750 2,511,777 17,504 1,229,349 2,012,708 7,721,140
2000 387,609 227,590 508,031 31,750 251,933 1,260,162 2,667,075
2001 69,888 154,878 106,699 23,502 155,842 228,063 738,872
2002 388,678 -0- 48,366 121,167 46,517 52,342 657,070

60. For the period of 1990 through 2002, the annual

lumber production in thousand board feet

hardwood sawmills in the Pacific Northwest is set out below:
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