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At Rayonier, our people are the foundation
of our success. Our culture is centered on
empowering individuals to work effectively
as a team across functional and regional

SUSTAINABLE CD Eﬁ boundaries to achieve our mission.
YIELD OF

40,000,000 |

TONS ANNUALLY

VALUE-ADDED

REAL ESTATE & LAND
RESOURCES PLATFORM




FINANCIAL HIGHLIGHTS

(Dollars in millions) 2018 2017 2016
SALES & EARNINGS
Sales $ 816.1 $ 8196 $ 8159
Pro Forma Sales® 816.1 724.2 608.6
Operating Income 170.1 2155 255.8
Pro Forma Operating Income® 170.1 149.2 1129
\ / Net Income 117.3 161.5 2178
Net Income attributable to Rayonier Inc. 102.2 148.8 2120
Pro Forma Net Income® 102.2 82.5 69.1
ADJUSTED EBITDA BY SEGMENT®
Southern Timber $ 102.8 S 916 S 929
Pacific Northwest Timber 40.9 331 212
New Zealand Timber" 90.8 85.1 56.5
Real Estate’ 123.4 95.5 86.6
Trading 1.0 46 20
(=) Corporate/Other (21.1) (19.4) (19.4)
Total Adjusted EBITDA $ 3377 $ 2905 $ 2397
CASH FLOW
Cash provided by Operating Activities $ 310.1 $ 2563 $ 2038
Cash Available for Distribution® 240.1 188.7 1443
DEBT & DEBT RATIOS
Debt®© $ 975.0 $1,0284 $1,065.5
Cash 148.4 112.7 859
Net Debt 826.6 915.7 979.6
Net Debt to Enterprise Value® 19% 18% 23%

(a) These non-GAAP measures are defined and reconciled on page 11.

(b) Adjusted EBITDA and Cash Available for Distribution (CAD) are non-GAAP measures defined and reconciled on pages 29 and 46,
respectively, within this Annual Report on Form 10-K.

(c) Total debt as of December 31, 2018, 2017 and 2016 is presented gross of deferred financing costs of $2.4 million, $3.0 million and
$3.6 million, respectively.

(d) Enterprise Value based on equity market capitalization plus net debt at year end.

* During 2018, management changed how it internally evaluates the business performance of its New Zealand Timber segment. In
order to align segment reporting, the Company has reclassified New Zealand timberland sales from the New Zealand Timber
segment to the Real Estate segment. All prior period amounts previously reported have been reclassified to reflect the

realigned segments.
ADJUSTED EBITDA® TOTAL HARVEST CAD®
(Dollars in millions) (Tons in millions) (Dollars in millions)
$350 10 $250
280 8 200
210 6 150
140 4 100
70 2 50
16 17 18 16 17 18 16 17 18
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DEAR FELLOW SHAREHOLDERS:

Iam inspired by the teamwork and collaboration
| see every day at Rayonier. Our team is working
together across geographic, functional, and
business line boundaries to solve problems
and improve performance to ultimately fulfill
our mission of generating industry-leading
financial returns for our shareholders while
serving as a responsible steward of our lands.
Our team has continued to build upon the
numerous strategic initiatives that we’ve
undertaken over the past few years in an
effort to grow our cash flow and sustainable
yield, improve the quality of our timberland
portfolio through active portfolio management,
and extract superior value from higher-and-
better-use (HBU) land sales. We have achieved
this while working diligently to improve
work processes, realize greater efficiencies,
and push decision-making down deeper into
the organization.

| am pleased to report to you that in 2018, all
this hard work translated into record post-
spin-off full-year Adjusted EBITDA of $338
million. Notably, each of our four major operating
segments also generated record post-spin-off
full-year Adjusted EBITDA. These results are a
testament to the quality and diversity of our
portfolio, the strength of the markets in which
we operate, and most importantly, the dedication
of our people.

| am very proud of our team for this accom-
plishment, particularly given the challenges we
faced this past year. In 2018, we experienced
extraordinary volatility in lumber markets,
which translated into corresponding volatility in
log pricing in some of our markets. In addition,
the China trade dispute and the resulting

DAVID L. NUNES
President and Chief Executive Officer

tariffs on log exports out of the U.S. greatly
constrained export log flows and put further
pressure on export and domestic log prices. At
a macro level, rising interest rates and tight
labor markets also had a disruptive effect on
various parts of our business. Lastly, we had to
contend with the market impacts of two major
hurricanes in the U.S. South.

Our team did an outstanding job overcoming
and responding to these market headwinds.
We pride ourselves on being nimble, and our
team certainly demonstrated this during 2018.
For example, we accelerated planned harvest
in the Pacific Northwest into the first half of
the year as we saw extraordinarily strong
pricing. Conversely, we decided in the fourth
quarter to defer a combined 250,000 tons of
harvestin the U.S. South and Pacific Northwest
into 2019 as we saw markets conditions deteri-
orate amid the aftermath of Hurricane Michael
and the uncertainty associated with the China
trade dispute. Lastly, we capitalized on a number
of attractive HBU land sale opportunities at
very strong pricing. Our ability to adapt to
changing market conditions during the course
of the year ultimately contributed to our strong
full-year financial results.

2018 in Review

Full-year 2018 net income attributable to
Rayonier was $102 million, or $0.79 per share,
compared to $149 million, or $1.16 per share, in
2017. The full-year results for 2017 included $67
million from Large Dispositions and $1 million of
costs related to shareholder litigation. Excluding
these items, pro forma net income for full-year
2017 was $83 million, or $0.65 per share.
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Our total Adjusted EBITDA was $338 million in
2018, which was 16% higher than the prior
year total of $291 million, after adjusting for
the impact from Large Dispositions in 2017.
Full-year cash available for distribution (CAD)
increased to $240 million in 2018, representing
a 27% increase over the $189 million of CAD we
generated in 2017.

Culture—The Key to Our Success

Rayonier strives to be the preferred employer
in the forestry industry. In order to achieve this
goal, we must foster a culture that provides all
of our employees with a sense of purpose and
professional enrichment. While Rayonier is
best known for its strong and diverse asset
base, comprising 2.6 million acres in the U.S.
and New Zealand, we know that our land and
trees alone cannot deliver strong financial
results and investor returns. It is our people,
working within a strong and supportive culture
along with an aligned measurement system,
who really make the difference in terms of
our performance.

In my nearly five years with Rayonier, | have
grown to appreciate the power of our culture
more and more each year. Just as our forest-
ers work to nurture the trees in our forests,
the leadership team at Rayonier works hard to
nurture our people and our culture. We are
inspired by the passion of our people and the
pride they have in making Rayonier better
each year. Our culture, which we have dubbed
“One Rayonier” to reinforce the need to work
together to solve problems and improve per-
formance, is centered on empowering our
people to do the right thing and make sound
decisions that will ultimately build long-term
value per share.

Given the long-term nature of our business,
our foresters often will not be around to see
the seedlings they’ve planted reach ultimate
harvest age. However, their dedication to
practicing sound forest management princi-
ples and bringing a long-term stewardship
mindset to their work assures that our forests
will be managed sustainably for generations to
come. We view our culture as nurturing our
people just as our foresters nurture a young
stand of trees. We strive to create a sense
of ownership that fosters best-in-class
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work and reinforces the long-term aspect of
our business.

We recognize that we're ina commodity business
and that all our competitors have access to
similar technologies, systems, and talent.
Thus, for Rayonier to succeed in generating
industry-leading financial returns, we have to
do a lot of little things a little bit better than our
competitors, over and over again, year after
year. Internally, we describe this operational
philosophy as ‘clipping basis points” of return,
and we try to foster a mindset across the orga-
nization that each and every employee has the
ability to make a meaningful contribution to
this objective. Ultimately, we want to create an
environment where employees feel empow-
ered to act like owners, working together to
maximize the long-term value of our assets by
continuously streamlining decision-making,
improving efficiencies, and lowering costs.

For our culture to be effective, however, we must
also have an aligned measurement system.
To reinforce the long-term nature of our
business, we designed an incentive system
that puts greater emphasis on long-term value
creation and correspondingly de-emphasizes
short-term results. This measurement system
is complemented by an ownership ethic through-
out our organization and further reinforced
by high share ownership requirements for
Rayonier’s officers.

| firmly believe that our culture will play a pivotal
role in our long-term success and our ability to
achieve sustainable financial outperformance. |
further believe that our culture will allow us to
continue to attract and retain the talented and
dedicated professionals we need to lead the
company forward in an increasingly dynamic
and competitive marketplace. | invite readers
to learn more about our culture, our people
and our brand by visiting our newly revamped
website (wWwww.rayonier.com).

Portfolio Construction as a Key Differentiator

Rayonier strives to have best-in-class assets
and operations. In order to achieve this goal, we
must continuously focus on active portfolio
management. We take great pride in our tim-
berland portfolio encompassing some of the
most productive softwood timber growing



regions and most tensioned log markets in
the U.S. South, U.S. Pacific Northwest and
New Zealand. But we also have a mindset
that we should never be complacent nor
satisfied with our portfolio. We are always
looking to improve the construction of our
portfolio, either through addition or subtraction.
To this end, we strive to gain a competitive
advantage in portfolio management with
superior market intelligence—that is, by better
understanding log market dynamics, soil
productivity characteristics, and long-term
HBU opportunities. We also feel that we
have more flexibility as a pure-play timber
REIT because we do not have to incorporate
internal consumption of our logs into portfolio
management decisions.

The diversity of our portfolio, from the per-
spective of both species and regional log
markets, is an area on which we focus a lot of
attention, and this diversity has been a key
factor in our strong performance over the
past few years. In the U.S. South, we enjoy
tensioned log markets in certain sub-regions
driven by strong underlying pulpwood
demand, growing sawlog consumption, and a
burgeoning log export market. In the U.S.
Pacific Northwest, we enjoy both species and
regional diversification with western hemlock
and Douglas-fir flowing into domestic markets
in Washington and Oregon as well as export
markets in the Pacific Rim. Lastly, we have
unique market exposure within the timber
REIT sector to New Zealand, where we grow
primarily radiata pine for markets in New
Zealand, China, South Korea, and India. Our log
market diversification is complemented by
also having strong non-timber forest products
markets as well as HBU land sales markets to
augment our core timber harvesting returns.

Our diverse footprint comprised of highly
productive timberlands in strong markets
also positions us well for future market uncer-
tainty. Following the Global Financial Crisis,
we saw a considerable build in merchantable
timber inventory across parts of the U.S.
South. This build in inventory was quite differ-
ential and therefore resulted in differential
log price elasticity across various regional
sub-markets as housing starts and sawlog
demand recovered. This, in turn, resulted in
highly differential log pricing across the U.S.

South (as measured using a composite
stumpage mix of 50% pulpwood, 30% chip-n-
saw, and 20% sawlogs). For example, in 2018,
the strongest market in the U.S. South
reported an average composite stumpage
price that was roughly double the average
composite stumpage price reported in the
weakest market (based on Timber Mart-South
data). We believe that this stumpage price
differential will persist for an extended period
of time, particularly given the lack of pulpwood
outlets and new sawmill capacity in some of
the markets that have seen the greatest build
in merchantable timber inventory. Fortunately,
Rayonier is very well-positioned relative to our
peers, as 59% of our U.S. South footprint is
in the top three markets, as measured by
composite stumpage prices.

Operating commercial timberland properties
requires a very long-term perspective. That
said, we can’t possibly know with certainty
what future market conditions will look like 25+
years from now as we're planting seedlings
today. In order to mitigate against this natural
market uncertainty, we aim to diversify our
portfolio from a number of perspectives,
including geography, topography, species, log
mix, age-class, and anticipated downstream
log markets. It's rather easy to prepare for and
capitalize on strong markets, as all participants
benefit to some degree. However, preparing for
the longer-term market uncertainty inherent in
the 25- to 50-year growth and planning cycle of
timberland investments requires signifi-
cantly more effort and a thoughtful approach
to portfolio diversification. Today, Rayonier
maintains a large-scale, diverse portfolio of
lands growing multiple species for various
global markets. In this sense, we feel very
well-positioned and well-prepared for a
dynamic, albeit uncertain, future.

Nimble Capital Allocation

Rayonier strives to be the preferred timberland
investment vehicle for institutional investors.
In order to achieve this goal, we must
demonstrate to the investment community
our ability to build long-term value per share
through effective capital allocation. Over
the past nearly five years, we've stressed
the importance of remaining nimble with
respect to our capital allocation alternatives.
We’'ve invested in our business in the form of
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committing capital to our market-driven pre-
cision silviculture strategy, where we are
matching the right capital to specific soil and
market conditions to optimize our return on
investment. We've invested nearly $900 mil-
lion in new timberland acquisitions since
2014, with an eye towards improving the
quality of our timberland portfolio. We've
both bought back our stock on the open mar-
ket in 2015 and issued equity associated with
a major acquisition in 2017. We increased our
quarterly dividend by 8% in the second quar-
ter of 2018 after getting comfortable with our
ability to fully fund the dividend in both good
times and bad. Lastly, we’ve managed our bal-
ance sheet by bringing down our ratio of net
debt to Adjusted EBITDA to 2.4x at year-end
2018, fixed essentially all of our long-term
debt at a weighted average interest rate of
3.3%, and extended the weighted average
maturity of our long-term debt.

Our balance sheet is strong, and we therefore
enjoy considerable flexibility to grow our port-
folio. Based on our stated intent to remain an
investment grade credit, we believe we have
up to $500 million of potential additional debt
capacity at our disposal. In addition, we have
the ability to issue equity if we see a compelling
opportunity to do so. Lastly, as we did in 2016
and 2017, we also have the flexibility to fund an
acquisition with a Large Disposition if we
believe it will lead to a net improvement in our
overall portfolio.

However, while we have multiple levers
available to facilitate growth, we also believe
it's extremely important to be judicious about
what opportunities we pursue. We are very
mindful of the competitive nature of the tim-
berland acquisition environment and the perils
of overpaying for assets. Our mission is to gen-
erate industry-leading financial returns for our
shareholders, not to grow for growth’s sake.
When assessing the timberland acquisition
environment, we continuously compare the
valuation metrics of prospective acquisition
targets versus an internal view of our own
net asset value (NAV) to gauge the relative
attractiveness of acquiring timberlands versus
buying back our own shares. Across a number
of recent transactions, we've observed that
the market for timberlands, especially for

larger properties brought to market via public
auction, has been pretty fully valued. As such,
we had a relatively quiet year with respect to
acquisitions in 2018 and shifted our focus to
smaller, bolt-on opportunities that we believed
had greater potential for long-term NAV accre-
tion. Discipline is a core tenet of our portfolio
management strategy, and we remain focused
on finding the right opportunities to build value
per share through active portfolio management.

Differentiated Real Estate Strategy

For years, the timber REIT sector has sold
timberland—often at timberland values—to
generate capital for either asset repositioning
or dividend funding. Unfortunately, this return
of capital has sometimes been misconstrued
as return on capital. Shortly after our new
leadership team was in place in 2014, we
unveiled a new Real Estate strategy for
Rayonier that de-emphasized the sale of
timberland at timberland values to fund the
dividend. As part of this effort, we lowered
the dividend in 2014 and set about funding it
through recurring cash flows from timberland
operations and real estate sales that focused
on generating a meaningful premium to tim-
berland values. Further, in order to preserve
the option to periodically sell timberland for
capital allocation purposes without distorting
our financial results, we introduced a new cat-
egory of real estate sales, Large Dispositions,
for which we exclude the associated financial
contribution from our Adjusted EBITDA and
pro forma financial results. We've completed a
few such sales in the past three years, primarily
to fund new acquisitions that we believed
had more favorable prospects for long-term
NAV growth.

Our focus is now squarely on generating HBU
land sale premiums relative to underlying
timberland values. We focus primarily on
sales of rural HBU properties in the U.S. South,
but also augment this business with sales of
small, non-strategic parcels that don’t fit
well within our portfolio, core timberland
properties where we can achieve a meaning-
ful premium to our hold value, unimproved
development properties where we have made
limited investments in obtaining entitlements,
and improved development properties where
we have made more significant investments
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in horizontal infrastructure to unlock HBU
values, primarily within two large contiguous
ownerships north of Jacksonville, Florida and
south of Savannah, Georgia.

We are happy with the results of this new
direction and feel that it is delivering a differ-
entiated real estate strategy and incremental
financial returns relative to our peers. Last
year, excluding the higher-valued improved
development sales in our Wildlight project
north of Jacksonville, we sold 33,570 acres for
a weighted average value of $3,878 per acre,
representing a significant premium to underly-
ing timberland values. Our team is very focused
on generating these HBU premiums, and we
feel this approach has made a meaningful
contribution toward our mission of generating
industry-leading financial returns.

Trend Toward Greater ESG Disclosure

Rayonier strives to be a responsible steward
of the environment and to have a positive
impact on the communities in which we
operate. We take our commitment to upholding
environmental best practices and regulations,
as well as being viewed as a long-term part-
ner in the communities in which we operate,
very seriously. Timberland investments are
not portable, so when we make investments
in communities—often over multiple decades—
our employees set down roots, and our com-
munities naturally become stakeholders in
our long-term success and sustainability.
In 2019, we will celebrate the 93rd anniversary
of our founding. As we near the century
mark as a company, we reflect on our legacy
as a responsible timberland operator and
community partner.

For Rayonier, the pursuit of financial returns in
concert with a thoughtful and responsible
approach to environmental, social and gover-
nance (ESG) issues is not simply a trend—it’s
the way we do business and a core part of our
corporate identity. Thus, we welcome the push
for greater ESG disclosure and reporting by
public companies. While we have not formally
reported ESG statistics in the past, we are
eager to tell our story of responsible corporate
stewardship and sustainable management.
Following the spin-off of the Performance
Fibers business in 2014, we embarked on an

PG I0 // RAYONIERINC.

effort to redefine our financial reporting and
investor relations disclosures to both match
the way in which we think about our business
and to improve the transparency of our results.
As we enter 2019, our intent is to take a similar
approach to ESG disclosure by developing a
reporting framework that is informative,
transparent, and most importantly, sincere.

Well-Positioned to Achieve Our Vision

Our long-term vision has four key cornerstones.
First, we want to have the best-in-class assets,
operations, disclosure and transparency. Second,
we want to be the preferred employer for for-
estry and land management professionals.
Third, we want to be the preferred timberland
investment vehicle for institutional investors.
Finally, we want to be a responsible steward of
the environment and have a positive impact on
the communities in which we operate. | have
touched on each of these four key corner-
stones in this letter with the intent of sharing
our thinking on how we are progressing toward
achieving Rayonier’s vision.

As | look back over the past nearly five years
since the spin-off of the Performance Fibers
business, | am pleased with the progress we
have made toward achieving our vision. Our
employees are engaged, energized, and work-
ing together to build long-term value per share.
In addition, we're coming off our strongest
year of Adjusted EBITDA since the spin-off.
Finally, with our well-diversified portfolio, we
are very well-positioned for the future.

| would like to thank our dedicated employees
and our supportive leadership team and Board
for working together to position Rayonier for
future success. Lastly, | would like to thank our
shareholders for your continued trust in our
stewardship of your investment in Rayonier. As
always, we welcome your input and feedback.

Danef A A

David L. Nunes
President and Chief Executive Officer



RECONCILIATION OF NON-GAAP MEASURES

(Dollars in millions, except per share amounts) 2018 2017 2016
PRO FORMA SALES®
Sales $816.1 $819.6 $8159
Large Dispositions® — (95.4) (207.3)
Pro Forma Sales $816.1 $724.2 $ 608.6
PRO FORMA OPERATING INCOME"
Operating Income $170.1 $2155 $2558
Large Dispositions®® — (67.0) (143.9)
Costs related to shareholder litigation® — 0.7 2.2
Gain on foreign currency derivatives® — — (1.2)
Pro Forma Operating Income $170.1 $149.2 $1129
Per Per Per

diluted diluted diluted
PRO FORMA NET INCOME" share share share
Net Income attributable to Rayonier Inc. $102.2 $0.79 41488 $1.16 $2120 $1.73
Costs related to shareholder litigation® — — 0.7 0.01 22 0.02
Large Dispositions® — — (67.0) (0.52)  (143.9) (1.18)
Gain on foreign currency derivatives® — — — — (1.2) (0.01)
Pro Forma Net Income $102.2 $0.79 S 825 $065 § 691 $056

(a) Pro Forma Sales is defined as revenue adjusted for Large Dispositions. Rayonier believes that this non-GAAP financial measure provides
investors with useful information to evaluate our core business operations because it excludes specific items that are not indicative of
ongoing operating results.

(b) Large Dispositions are defined as transactions involving the sale of timberland that exceed $20 million in size and do not have a
demonstrable premium relative to timberland value.

(c) Pro Forma Operating Income is defined as operating income adjusted for costs related to shareholder litigation, the gain on foreign currency
derivatives and Large Dispositions. Rayonier believes that this non-GAAP financial measure provides investors with useful information to
evaluate our core business operations because it excludes specific items that are not indicative of ongoing operating results.

(d) Costs related to shareholder litigation is defined as expenses incurred as a result of the securities litigation, shareholder derivative
demands and Rayonier’s response to an SEC subpoena. See Note 10—Contingencies of ltem 8—Financial Statements and Supplementary
Data and page 29 within this Annual Report on Form 10-K.

(e) Gain on foreign currency derivatives is the gain resulting from the foreign exchange derivatives the Company used to mitigate the risk of
fluctuations in foreign exchange rates while awaiting the capital contribution to the New Zealand subsidiary.

(f) Pro Forma Net Income is defined as net income attributable to Rayonier Inc. adjusted for costs related to shareholder litigation, the gain on
foreign currency derivatives and Large Dispositions. Rayonier believes that this non-GAAP financial measure provides investors with useful
information to evaluate our core business operations because it excludes specific items that are not indicative of ongoing operating results.
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U.S. SOUTH ﬁ HARVEST VOLUME ADJUSTED EBITDA ADJ. EBITDA/TON
I (Tons in thousands) (Dollars in millions) (Dollars per ton)
» Acreage: 1.8mm acres - $120 520
4,800 96 16
» Sustainable Yield:
5.9—-6.3mm tons 3,600 72 12
» Planted/Plantable: 67% 2,400 48 8
» Average Site Index”: 73 feet 1,200 24 4
16 17 18 16 17 18 16 17 18
U.S. PACIFIC NORTHWEST A\ HARVEST VOLUME ADJUSTED EBITDA ADJ. EBITDA/TON
I (Tons in thousands) (Dollars in millions) (Dollars per ton)
1,500 $50 $35
» Acreage: 378,000 acres
1,200 40 28
» Sustainable Yield: 1.4mm tons
900 30 21
» Planted/Plantable: 77%
600 20 14
» Average Site Index®: 109 feet
300 10 7
16 17 18 16 17 18 16 17 18
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 Site index reflects the average height of the dominant and codominant trees at a base age of 25.
@ Site index reflects the average height of the dominant and codominant trees at a base age of 50.
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HARVEST VOLUME ADJUSTED EBITDA* ADJ. EBITDA/TON*
(Tons in thousands) (Dollars in millions) (Dollars per ton)
Acreage: 408,000 acres S iy Ui
2,4 80 28
Sustainable Yield: i
2.4-2.6mm tons 1,800 60 21
Planted/Plantable: 71% 1,200 40 14
Average Site Index?: 94 feet 600 20 7
16 17 '16 17 '16 17
REAL ESTATE @ ACRES SOLD® ADJUSTED EBITDA®* PRICE/ACRE®*
(Acres in thousands) (Dollars in millions) (Dollars per acre)
o 40 $150 $4,000
» Focused on Monetizing Higher-
and-Better-Use Timberlands 32 120 3,200
» ~200,000 Acres in 1-95 24 90 2,400
Coastal Corridor 16 60 1600
» ~56,000 Acres with Land 8 60 800
Use Entitlements
» Two Active Development Projects: 16 17 18 16 17 18 16 17 18
Wildlight and Richmond Hill

© Site index reflects the average height of the dominant and codominant trees at a base age of 20.

“ Excludes Large Dispositions.

© Excludes Large Dispositions and Improved Development.

* During 2018, management changed how it intemally evaluates the business performance of its New Zealand Timber segment. In order to align segment reporting,
the Company has reclassified New Zealand timberland sales from the New Zealand Timber segment to the Real Estate segment. All prior period amounts previously 2018 ANNUAL REPORT // PG I3
reported have been reclassified to reflect the realigned segments.
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-K
(Mark One)

= ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2018
OR

(| TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number 1-6780

Rayonier-

Incorporated in the State of North Carolina
I.R.S. Employer Identification No. 13-2607329

1 RAYONIER WAY
WILDLIGHT, FL 32097
(Principal Executive Office)

Telephone Number: (904) 357-9100
Securities registered pursuant to Section 12(b) of the Exchange Act,
all of which are registered on the New York Stock Exchange:
Common Shares

Securities registered pursuant to Section 12(g) of the Act: None
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
YES [ NO O
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Exchange Act.
YESO NO [X
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during
the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for
the past 90 days.
YES [ NO O
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation
S-T during the preceding 12 months (or for such shorter period that the registrant was required to submit such files).
YES[E NO O

Indicate by check mark if disclosure of delinquent filers pursuant to ltem 405 of Regulation S-K is not contained herein, and will not be contained, to the best of
registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part Ill of this Form 10-K or any amendment to this
Form 10-K. [=]

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or an emerging
growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2
of the Exchange Act.

Large accelerated filer [ Accelerated filer [0
Non-accelerated filer [0 Smaller reporting company [0
Emerging growth company [0

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
YES O NO [=]

The aggregate market value of the Common Shares of the registrant held by non-affiliates at the close of business on June 30, 2018 was $4,984,846,064
based on the closing sale price as reported on the New York Stock Exchange.

As of February 15, 2019, there were outstanding 129,488,661 Common Shares of the registrant.

Portions of the registrant’s definitive proxy statement to be filed with the Securities and Exchange Commission in connection with the 2019 annual meeting of
the shareholders of the registrant scheduled to be held May 16, 2019, are incorporated by reference in Part Ill hereof.
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PART |

When we refer to “we,” “us,” “our,” “the Company,” or “Rayonier,” we mean Rayonier Inc. and its consolidated
subsidiaries. References herein to “Notes to Financial Statements” or “Note” refer to the Notes to the Consolidated
Financial Statements of Rayonier Inc. included in Item 8 of this Report.

NOTE ABOUT FORWARD-LOOKING STATEMENTS

Certain statements in this document regarding anticipated financial outcomes, including Rayonier’s earnings
guidance, if any, business and market conditions, outlook, expected dividend rate, Rayonier’s business strategies,
including expected harvest schedules, timberland acquisitions, sales of non-strategic timberlands, the anticipated
benefits of Rayonier’s business strategies, and other similar statements relating to Rayonier’s future events,
developments, or financial or operational performance or results, are “forward-looking statements” made pursuant to
the safe harbor provisions of the Private Securities Litigation Reform Act of 1995 and other federal securities laws.
These forward-looking statements are identified by the use of words such as “may,” “will,” “should,” “expect,” “estimate,”
“believe,” “intend,” “project,” “anticipate” and other similar language. However, the absence of these or similar words
or expressions does not mean that a statement is not forward-looking. While management believes that these forward-
looking statements are reasonable when made, forward-looking statements are not guarantees of future performance
or events and undue reliance should not be placed on these statements. The risk factors contained in Item 1A — Risk
Factors in this Annual Report on Form 10-K and similar discussions included in other reports that we subsequently file
with the SEC, among others, could cause actual results or events to differ materially from the Company’s historical
experience and those expressed in forward-looking statements made in this document.

Forward-looking statements are only as of the date they are made, and the Company undertakes no duty to update
its forward-looking statements except as required by law. You are advised, however, to review any subsequent
disclosures the Company makes on related subjects in its subsequent reports filed with the SEC.

Item 1. BUSINESS

GENERAL

We are aleading timberland real estate investment trust (“REIT”) with assets located in some of the most productive
softwood timber growing regions in the U.S. and New Zealand. The focus of our business is to invest in timberlands
and to actively manage them to provide current income and attractive long-term returns to our shareholders. As of
December 31, 2018, we owned, leased or managed approximately 2.6 million acres of timberlands located in the U.S.
South (1.81 million acres), U.S. Pacific Northwest (378,000 acres) and New Zealand (408,000 gross acres, or 289,000
net plantable acres). In addition, we engage in the trading of logs from New Zealand and Australia to Pacific Rim
markets, primarily to support our New Zealand export operations. We have an added focus to maximize the value of
our land portfolio by pursuing higher and better use (“HBU”) land sales opportunities.

We originated as the Rainier Pulp & Paper Company founded in Shelton, Washington in 1926. On June 27, 2014,
Rayonier completed the tax-free spin-off of its Performance Fibers manufacturing business from its timberland and
real estate operations, thereby becoming a “pure-play” timberland REIT.

Under our REIT structure, we are generally not required to pay U.S. federal income taxes on our earnings from
timber harvest operations and other REIT-qualifying activities contingent upon meeting applicable distribution, income,
asset, shareholder and other tests. As of December 31, 2018 and as of the date of the filing of this Annual Report on
Form 10-K, we believe the Company is in compliance with all REIT tests. See Note 9 —Income Taxes for further
discussion of REIT and non-REIT qualifying operations.

Our shares are publicly traded on the NYSE under the symbol RYN. We are a North Carolina corporation with
executive offices located at 1 Rayonier Way, Wildlight, Florida 32097. Our telephone number is (904) 357-9100.



OUR COMPETITIVE STRENGTHS

We believe that we distinguish ourselves from other timberland owners and managers through the following
competitive strengths:

Leading Pure-Play Timberland REIT. We are differentiated from other publicly-traded timberland REITs in that
we are invested exclusively in timberlands and real estate and do not own any pulp, paper or wood products
manufacturing assets. We are the largest publicly-traded “pure-play” timberland REIT, which provides our
investors with a focused, large-scale timberland investment alternative without taking on the risks and volatility
inherent in direct ownership of forest products manufacturing assets.

Located in Premier Softwood Growing Regions with Access to Strong Markets. Our geographically diverse
timberland holdings are strategically located in core softwood producing regions, including the U.S. South,
U.S. Pacific Northwest and New Zealand. Our most significant timberland holdings are located in the U.S.
South, in close proximity to a variety of established pulp, paper and wood products manufacturing facilities,
which provide a steady source of competitive demand for both pulpwood and higher-value sawtimber products.
Our Pacific Northwest and New Zealand timberlands benefit from strong domestic sawmilling markets and are
located near ports to capitalize on export markets serving the Pacific Rim.

Sophisticated Log Marketing Capabilities Serving Various Pacific Rim Markets. We conduct a log trading
operation based in New Zealand that serves timberland owners in New Zealand and Australia, providing access
to key export markets in China, South Korea and India. This operation provides us with superior market
intelligence and economies of scale, both of which add value to our New Zealand timber portfolio. It also
provides additional market intelligence that helps our Southern and Pacific Northwest export log marketing
and contributes to the Company’s earnings and cash flows, with minimal investment.

Attractive Land Portfolio with HBU Potential. We own approximately 200,000 acres of timberlands located in
the vicinity of Interstate 95 primarily north of Daytona Beach, FL and south of Savannah, GA, some of which
have the potential to transition to HBU over time as market conditions support increased demand. These
properties provide us with select opportunities to add value to our portfolio through real estate development
activities, which we believe will allow us to periodically sell parcels of such land at favorable valuations relative
to timberland values through one of our taxable REIT subsidiaries.

Dedicated HBU Platform with Established Track Record. We have a dedicated HBU platform led by an
experienced team with an established track record of selling rural and development HBU properties across
our U.S. South holdings at strong premiums to timberland values. We maintain a detailed land classification
analysis of our portfolio, which allows us to identify the highest-value use of our lands and then capitalize on
identified HBU opportunities through strategies uniquely tailored to maximize value, including selectively
pursuing land-use entitlements and infrastructure improvements.

Advantageous Structure and Capitalization. Under our REIT structure, we are generally not required to pay
federal income taxes on our earnings from timber harvest operations and other REIT-qualifying activities, which
allows us to optimize the value of our portfolio in a tax efficient manner. We also maintain a strong credit profile
and have an investment grade debt rating. As of December 31, 2018, our net debt to enterprise value was
19%. We believe that our advantageous REIT structure and conservative capitalization provide us with a
competitive cost of capital and significant financial flexibility to pursue growth initiatives.



OUR STRATEGY

Our business strategy consists of the following key elements:

Manage our Timberlands on a Sustainable Yield Basis for Long-term Results. We generate recurring income
and cash flow from the harvest and sale of timber and intend to actively manage our timberlands to maximize
net presentvalue overthe long term by achieving an optimal balance among biological timber growth, generation
of cash flow from harvesting activities, and responsible environmental stewardship. Our harvesting strategy
is designed to produce a long-term, sustainable yield, although we may adjust harvest levels periodically in
response to then-current market conditions.

Apply Advanced Silviculture to Increase the Productivity of our Timberlands. We use our forestry expertise
and disciplined financial approach to determine the appropriate silviculture programs and investments to
maximize returns. This includes re-planting a significant portion of our harvested acres with improved seedlings
we have developed through decades of research and cultivation. Over time, we expect these improved
seedlings will result in higher volumes per acre and a higher value product mix.

Increase the Size and Quality of our Timberland Holdings through Acquisitions. We intend to selectively pursue
timberland acquisition opportunities that improve the average productivity of our timberland holdings and
support cash flow generation from our annual harvesting activities. We expect there will be an ample supply
of attractive timberlands available for sale as a result of anticipated sales from a number of Timberland
Investment Management Organizations (“TIMOs”). Our acquisition strategy employs a disciplined approach
with rigorous adherence to strategic and financial metrics. Generally, we expect to focus our acquisition efforts
on the most commercially desirable timber-producing regions of the U.S. South, the U.S. Pacific Northwest
and New Zealand, particularly on timberlands with a geographic distribution and age-class profile that are
complementary to our existing timberland holdings. We acquired 26,000 acres of fee timberland in 2018, 90,000
acres in 2017 and 111,000 acres in 2016. Additionally, we acquired leases or long-term forestry rights covering
approximately 4,000 acres in 2018, 19,000 acres in 2017, and 2,000 acres in 2016.

Optimize our Portfolio Value. We continuously assess potential alternative uses of our timberlands, as some
of our properties may become more valuable for development, residential, recreation or other purposes. We
intend to capitalize on such higher-valued uses by opportunistically monetizing HBU properties in our portfolio.
While the majority of our HBU sales involve rural and recreational land, we also selectively pursue various
land-use entitlements on certain properties for residential, commercial and industrial development in order to
fully realize the enhanced long-term value potential of such properties. For selected development properties,
we also invest in infrastructure improvements, such as roadways and utilities, to accelerate the marketability
and improve the value of such properties. We generally expect that sales of HBU property will comprise
approximately 1% to 2% of our Southern timberland holdings on an annual basis.

Focus on Timberland Operations to Support Cash Flow Generation. As described above, we rely primarily on
annual harvesting activities and ongoing sales of HBU properties to generate cash flow from our timberland
holdings. However, we also periodically generate income and cash flow from the sale of non-strategic and/or
non-HBU timberlands, in particular as we seek to optimize our portfolio by disposing of less desirable properties
or to fund capital allocation priorities, including share repurchases, debt repayment or acquisitions. Our strategy
is to limit reliance on planned sales of non-HBU timberlands to augment cash flow generation and instead rely
primarily on supporting cash flow from the operation, rather than sale, of our timberlands. We believe this
strategy will support the sustainability of our harvesting activities over the long term.

Promote Best-in-Class Disclosure and Responsible Stewardship. We intend to be an industry leader in
transparent disclosure, particularly relating to our timberland holdings, harvest schedules, inventory and age-
class profiles. In addition, we are committed to responsible stewardship and environmentally and economically
sustainable forestry. We believe our continued commitment to transparency and the stewardship of our assets
and capital will allow us to maintain our timberlands’ productivity, more effectively attract and deploy capital
and enhance our reputation as a preferred timber supplier.



SEGMENT INFORMATION

Rayonier operates in five reportable business segments: Southern Timber, Pacific Northwest Timber, New Zealand
Timber, Real Estate and Trading. See Item 7 — Management’s Discussion and Analysis of Financial Condition and
Results of Operations and Note 4 — Segment and Geographical Information for information on sales and operating
income by reportable segment and geographic region.

TIMBER

The Company’s timber businesses are disaggregated into Southern Timber, Pacific Northwest Timber and New
Zealand Timber segments. Sales in the Timber segments include all activities related to the harvesting of timber in
addition to lease and license activities, other non-timber activities and carbon credit sales.

DISCUSSION OF TIMBER INVENTORY AND SUSTAINABLE YIELD

We define gross timber inventory as an estimate of all standing timber volume beyond the specified age at which
we commence calculating our timber inventory for inclusion in our inventory tracking systems. The age at which we
commence calculating our timber inventory is 10 years for our Southern timberlands, 20 years for our Pacific Northwest
timberlands, and 20 years for our New Zealand timberlands. Our estimate of gross timber inventory is based on an
inventory system that involves periodic statistical sampling and growth modeling. Periodic adjustments are made on
the basis of growth estimates, harvest information, and environmental and operational restrictions. Gross timber
inventory includes certain timber that we do not deem to be of a merchantable age as well as certain timber located
in restricted, environmentally sensitive or economically inaccessible areas.

We define merchantable timber inventory as an estimate of timber volume beyond a specified age that approximates
such timber’s earliest economically harvestable age. Our estimate includes certain timber located in restricted or
environmentally sensitive areas based on an estimate of lawfully recoverable volumes from such areas. The estimate
does notinclude volumes in restricted or environmentally sensitive areas that may not be lawfully harvested or volumes
located in economically inaccessible areas. The merchantable age (i.e., the age at which timber moves from pre-
merchantable to merchantable) is 15 years for our Southern timberlands, with the exception of Oklahoma which is 17
years, 35 years for our Pacific Northwest timberlands, and 20 years for radiata pine and 30 years for Douglas-fir in our
New Zealand timberlands. Our estimated merchantable timber inventory changes over time as timber is harvested,
as pre-merchantable timber transitions to merchantable timber, as existing merchantable timber inventory grows, as
we acquire and sell timberland and as we periodically update our statistical sampling and growth and yield models.
We estimate our merchantable timber inventory annually for purposes of calculating per unit depletion rates.

Timber inventory is generally measured and expressed in short green tons (SGT) in our Southern timberlands, in
thousand board feet (MBF) or million board feet (MMBF) in our Pacific Northwest timberlands, and in cubic meters
(m3) in our New Zealand timberlands. For conversion purposes, one MBF and one m® is equal to approximately 8.0
and 1.12 short green tons, respectively. For comparison purposes, we provide inventory estimates for our Pacific
Northwest and New Zealand timberlands in MBF and cubic meters, respectively, as well as in short green tons.



The following table sets forth the estimated volumes of merchantable timber inventory by location in short green
tons as of September 30, 2018 for the South and Pacific Northwest and as of December 31, 2018 for New Zealand:

(volumes in thousands of SGT)

Merchantable
Location Inventory (a)

(a) For all regions, depletion rate calculations for the upcoming year are based on estimated volumes of merchantable inventory at December 31,
2018.

We define sustainable yield as the average harvest level that can be sustained into perpetuity based on our
estimates of biological growth and the expected productivity resulting from our reforestation and silvicultural efforts.
Our estimated sustainable yield may change over time based on changes in silvicultural techniques and resulting
timber yields, changes in environmental laws and restrictions, changes in the statistical sampling and estimates of our
merchantable timber inventory, acquisitions and dispositions of timberlands, the expiration or renewal of timberland
leases, casualty losses, and other factors. Moreover, our harvest level in any given year may deviate from our estimated
sustainable yield due to variations in the age class of our timberlands, the product mix of our harvest (i.e., pulpwood
versus sawtimber), our deliberate acceleration or deferral of harvest in response to market conditions, our thinning
activity (in which we periodically remove some smaller trees from a stand to enhance long-term sawtimber potential
of the remaining timber), or other factors.

We manage our U.S. timberlands in accordance with the requirements of the Sustainable Forestry Initiative® (“SFI”)
program. The timberland holdings of the New Zealand subsidiary are certified under the Forest Stewardship
Certification® (“FSC”) program. Both programs are a comprehensive system of environmental principles, objectives
and performance measures that combine the perpetual growing and harvesting of trees with the protection of wildlife,
plants, soil and water quality. Through application of our site-specific silvicultural expertise and financial discipline, we
manage timber in a way that is designed to optimize site preparation, tree species selection, competition control,
fertilization, timing of thinning and final harvest. We also have a genetic seedling improvement program to enhance
the productivity and quality of our timberlands and overall forest health. In addition, non-timber income opportunities
associated with our timberlands such as recreational licenses, as well as considerations for the future higher and better
uses of the land, are integral parts of our site-specific management philosophy. All these activities are designed to
maximize value while complying with SFI and FSC requirements.



SOUTHERN TIMBER

As of December 31, 2018, our Southern timberlands acreage consisted of approximately 1.81 million acres
(including approximately 177,000 acres of leased lands) located in Alabama, Arkansas, Florida, Georgia, Louisiana,
Mississippi, Oklahoma, South Carolina, Tennessee and Texas. Approximately two-thirds of this land supports intensively
managed plantations of predominantly loblolly and slash pine. The other one-third of this land is too wet to support
pine plantations, but supports productive natural stands primarily consisting of natural pine and a variety of hardwood
species. Rotation ages typically range from 21 to 28 years for pine plantations and from 35 to 60 years for natural
stands. Key consumers of our timber include pulp, paper, wood products and biomass facilities.

We estimate that the gross timber inventory and merchantable timber inventory of our Southern timberlands was
84 million tons and 66 million tons, respectively, as of September 30, 2018. We estimate that the sustainable yield of
our Southern timberlands, including both pine and hardwoods, is approximately 5.9 to 6.3 million tons annually. We
expect that the average annual harvest volume of our Southern timberlands over the next five years (2019 to 2023)
will be generally in line with our sustainable yield. For additional information, see ltem 1 — Business — Discussion of
Timber Inventory and Sustainable Yield and Item 1A — Risk Factors.

In 2018, we acquired approximately 26,000 acres of timberland in the Southern region. For additional information,
see Note 3 — Timberland Acquisitions.

The following table provides a breakdown of our Southern timberlands acreage and timber inventory by product
and age class as of September 30, 2018 (inventory volumes are estimated at December 31 to calculate a depletion
rate for the upcoming year):

(volumes in thousands of SGT)

Acres Pine Pine Hardwood Hardwood
Age Class (000’s) Pulpwood Sawtimber Pulpwood Sawtimber Total

Pine Plantation

Otodyears () ....ccooveeeeeeeeiiiieeeeeee, 212 — — — — —
S5109YEArS ...oooviiieceeeeeeeeeeeee e 183 — — — — —
10to 14 years ......cccocevvveveeeeeeee e 235 9,679 1,136 34 1 10,850
15to19years ......cccoeveeeieceeeee 267 12,975 4,918 104 2 17,999
20t0 24 years .......cccoceeeeveeeeeee e 172 6,485 6,458 95 3 13,041
251029 Y€ars ......cccccevieiiiieieee e 64 2,268 3,141 82 2 5,493
30 + YEArS ...ociiiieceee e 40 1,120 2,665 98 3 3,886

Total Pine Plantation ................c...cc.o...... 1,173 32,527 18,318 413 11 51,269

Natural Pine (Plantable) (b) ................... 45 494 1,087 916 280 2,777

Natural Mixed Pine/Hardwood (c)......... 531 4,142 6,858 15,063 4,063 30,126

Forested Acres and Gross Inventory ... 1,749 37,163 26,263 16,392 4,354 84,172

Plus: Non-Forested Acres (d) .................. 63

Gross ACres ..........cccocceevveeeeeeiieeieeene 1,812

Less: Pre-Merchantable Age Class

1012 1 (o VA (=) O (11,147)

Less: Volume in Environmentally

Sensitive/Legally RESIICIEA AFBAS ..ot et e et e e e e e e e e e (7,385)

Merchantable TIimber INVENTOTY ... ... et e et e e et e e et e e e eteeeeaneeeeeenaeeeeeneeeennneens 65,640

(a) 0 to 4 years includes clearcut acres not yet replanted.

(b) Consists of natural stands that are convertible into pine plantations once harvested.

(c) Consists of all non-plantable natural stands, including those that are in environmentally sensitive or economically inaccessible areas.
(d) Includes roads, rights of way and all other non-forested areas.

(e) Includes inventory that is less than 15 years old or less than 17 years old in Oklahoma.



PACIFIC NORTHWEST TIMBER

As of December 31, 2018, our Pacific Northwest timberlands consisted of approximately 378,000 acres located
in Oregon and Washington, of which approximately 297,000 acres were designated as productive acres, meaning land
that is capable of growing merchantable timber and where the harvesting of timber is not constrained by physical,
environmental or regulatory restrictions. These timberlands primarily comprise second and third rotation western
hemlock and Douglas-fir, as well as a small amount of other softwood species, such as western red cedar. A small
percentage also consists of natural hardwood stands of predominantly red alder. In the Pacific Northwest, rotation
ages typically range from 35 to 50 years. Our product mix in the Pacific Northwest is heavily weighted to sawtimber,
which is sold to domestic wood products facilities as well as exported primarily to Pacific Rim markets.

We estimate that the gross timber inventory and merchantable timber inventory of our Pacific Northwest
timberlands was 2,826 MMBF and 860 MMBF, respectively, as of September 30, 2018. We estimate that the sustainable
yield of our Pacific Northwest timberlands is approximately 175 to 180 MMBF (or 1.4 million tons) annually. We expect
that the average annual harvest volume of our Pacific Northwest timberlands over the next five years (2019 to 2023)
will be approximately 160 to 165 MMBF (or 1.3 million tons). For additional information, see ltem 1 — Business —
Discussion of Timber Inventory and Sustainable Yield and Item 1A — Risk Factors.

In 2018, we did not acquire any additional acres of timberlands in the Pacific Northwest region. For additional
information, see Note 3 — Timberland Acquisitions.
The following table provides a breakdown of our Pacific Northwest timberlands acreage and timber inventory by

product and age class as of September 30, 2018 (inventory volumes are estimated at December 31 to calculate a
depletion rate for the upcoming year):

(volumes in MBF, except as noted)

Acres Softwood Softwood
Age Class (000’s) Pulpwood (e) Sawtimber (e)

Commercial Forest
010 4 YEAIS (2) .eevveeieeeeiei ettt 49 — — —
S0 O YAIS ..o 41 — — —
1010 14 YEArS ...ooiiiiiiiieii e 35 — — —
1510 19 Years ...coociiiiiiiiiee e 28 — — —
2010 24 YEAIS oo 20 26,562 51,796 78,358
2510 29 YEAIS ..ooiiiiiiiiiee e 89 61,187 288,984 350,171
300 34 YEArS ..ooiiiiiiiiiiie e 45 102,889 615,238 718,127
351039 YEArS ..ooiiiiiiiiii e 21 47,854 337,215 385,069
A0 10 44 YEAIS ..eiiiieeie et 8 20,368 144,266 164,634
4510 49 YRAIS ..oiiiiieiiieiiiee e 4 8,440 57,720 66,160
B0+ YEAIS ittt 8 23,147 180,485 203,632
Total Commercial Forest .........c.ccoooviviieeeiiiiiieeee e 292 290,447 1,675,704 1,966,151
Non-Commercial Forest (b) .............ccccooooiiiiiiiiaiieene 5 5,481 35,921 41,402
Productive Forested ACres .........cooooeveeeiieeiiiiiiiiiiieeeeee, 297
Restricted Forest (C) .........cccooeiiiiiiiiiiii e 67 99,824 718,493 818,317
Total Forested Acres and Gross Inventory .................... 364 395,752 2,430,118 2,825,870
Plus: Non-Forested Acres (d) ......coccevvveeriiiieciiieniceeeeee 14
GrOSS ACIES ....ooveeiiieeeeeeeeee e e e e e ea e 378
Less: Pre-Merchantable Age Class INVENOTY ..........coooiiooeiimoooooooooooooeeeeeeeeeeeeeeee e (1,147,526)
Less: ReSIHCIEd FOreSt INVENTOIY ... et e ettt e e e e e et e e e e e e e e e e e e e e eensaeeeeeseeeane (818,317)
Total Merchantable TIMDer ... ettt e e e e e e e e e e e e e eas 860,027
(07010 ) V=T &1 (o gl 7= Tox (oLl (o Tl 1Y/ = i (o TS T € TN 7.99
Total Merchantable Timber (thousands of SGT) ... 6,872

(a) 0to 4 years includes clearcut acres not yet replanted.

(b) Includes non-commercial forests with limited productivity.

(c) Includes significant portions of riparian management zones, legally restricted forests, and environmentally sensitive areas.
(d) Includes roads, rights of way, and all other non-forested areas.

(e) Includes a minor component of hardwood in red alder and other species.



NEW ZEALAND TIMBER

As of December 31, 2018, our New Zealand timberlands consisted of approximately 408,000 acres (including
approximately 230,000 acres of leased lands), of which approximately 289,000 acres (including approximately 154,000
acres of leased lands) were designated as productive or plantation acres, meaning land that is capable of growing
merchantable timber and where the harvesting of timber is not constrained by physical, environmental or regulatory
restrictions. The leased acres are generally leased through long-term arrangements including Crown Forest Licenses
(“CFLs"), forestry rights and other leases. Our New Zealand timberlands serve a domestic sawmilling market and also
export logs to Pacific Rim markets.

Our New Zealand timber operations are conducted by Matariki Forestry Group, a joint venture with Stafford Capital
Partners Limited. The Company maintains a controlling financial interest of 77% in the New Zealand subsidiary and,
accordingly, consolidates the New Zealand subsidiary’s balance sheet and results of operations. The minority owner’s
interestinthe New Zealand subsidiary and its earnings are reported as noncontrolling interestin our financial statements.
Rayonier’s wholly-owned subsidiary, Rayonier New Zealand Limited (“RNZ”), serves as the manager of the New
Zealand subsidiary. For additional information, see Note 7 — New Zealand Subsidiary.

We estimate that the gross timber inventory and merchantable timber inventory of our New Zealand timberlands
were both 14.4 million cubic meters as of December 31, 2018. We estimate that the sustainable yield of our New
Zealand timberlands is approximately 2.1 to 2.3 million cubic meters (or 2.4 to 2.6 million tons) annually. We expect
that the average annual harvest volume of our New Zealand timberlands over the next five years (2019 to 2023) will
be at the higher end of our sustainable yield range. For additional information, see Item 1 — Business — Discussion
of Timber Inventory and Sustainable Yield and Item 1A — Risk Factors.

In 2018, we acquired approximately 4,000 acres of timberland in New Zealand. For additional information, see
Note 3 — Timberland Acquisitions.

The following table provides a breakdown of our New Zealand timberlands acreage and timber inventory by product
and age class as of December 31, 2018 (inventory volumes at December 31 are used to calculate a depletion rate for
the upcoming year):

(volumes in thousands of m®, except as noted)

Age Class Acres (000’s) Pulpwood Sawtimber
Radiata Pine
010 4 YEAIS () .oiiveeiieiceeiee ettt 55 — — —
Lo (o T IR = T 44 — — —
TO O T4 YEAIS .ot 40 — — —
LRSI (o T E IR = Y= | 54 — — —
2010 24 YEAIS ....ooiiiieie et 47 1,717 7,508 9,225
2510 29 YBAIS ...ooiiiiiiiie et 9 408 1,585 1,993
BO F YEAIS ..o 4 233 575 808
Total Radiata Pine ............cccocoiiiiiiiieecc e 253 2,358 9,668 12,026
OFNEI (D) ... 36 1,133 1,195 2,328
Forested Acres and Merchantable Timber Inventory ............... 289 3,491 10,863 14,354
Conversion factor for M t0 SGT ......ovevivoeeeeeeeeeeeeeeeeee e, T 112
Total Merchantable Timber (thousands of SGT) ....................... 16,038
Plus: Non-Productive ACreSs (C) .........ccoueveieeeieiiie e 119

GIOSS ACIES .......ooiiiieeieeeeee e e e e st e s e eeeenaeeas 408

(a) 0 to 4 years includes clearcut acres not yet replanted.
(b) Includes primarily Douglas-fir age 30 and over.
(c) Includes natural forest and other non-planted acres.



REAL ESTATE

All of our U.S. and New Zealand land or leasehold sales, including HBU and non-HBU, are reported in our Real
Estate segment. See Note 1 — Summary of Significant Accounting Policies for a discussion of the current year
reclassification of New Zealand land sales from the New Zealand Timber segment to the Real Estate segment. We
report our Real Estate sales in five categories:

* Improved Development,

¢ Unimproved Development,

* Rural,

*  Non-Strategic / Timberlands, and
* Large Dispositions.

The Improved Development category comprises properties sold for development for which Rayonier, through a
taxable REIT subsidiary, has invested in site improvements such as infrastructure, roadways, utilities, amenities and/
or other improvements designed to enhance marketability and create parcels, pads and/or lots for sale.

The Unimproved Development category comprises properties sold for development for which Rayonier has
obtained entitlements but not invested in site improvements.

The Rural category comprises properties sold in rural markets to buyers interested in the property for rural residential
or recreational use.

The Non-Strategic / Timberlands category includes U.S. and New Zealand: 1) sales of non-core timberlands that
do not meet our strategic criteria, 2) sales of core timberlands for which we obtain attractive values, and 3) sales of
properties to conservation interests that wish to preserve the land for habitat, public recreation, natural growth, buffer
zones or other environmental purposes.

The Large Dispositions category includes sales of timberland that exceed $20 million in size and do not have a
demonstrable premium relative to timberland value. Proceeds from Large Dispositions are generally used to fund
capital allocation priorities, such as share repurchases, debt repayment or acquisitions. Sales designated as Large
Dispositions are excluded from cash flow from operations and the calculation of Adjusted EBITDA and Cash Available
for Distribution (“CAD”). See Item 7 — Performance and Liquidity Indicators for the definition of Adjusted EBITDA and
CAD.

We maintain a detailed land classification analysis for all of our timberland and HBU acres. The vast majority of
our HBU properties are managed as timberland and generate cash flow from timber operations prior to their sale or,
in the case of Improved Development properties, prior to improvement.

TRADING

Our Trading segment reflects log trading activities in New Zealand and Australia conducted by our New Zealand
subsidiary. Our Trading segment complements the New Zealand Timber segment by providing added market
intelligence, increasing the scale of export operations and achieving cost savings that directly benefit the New Zealand
Timber segment. It also provides additional market intelligence that benefits our Southern and Pacific Northwest export
log marketing.

Trading activities are broadly categorized as either managed export services or procured logs. For managed export
services, the New Zealand subsidiary does not take title to the log cargo but arranges sales, shipping and export
documentation services for other forest owners for an agreed commission. For procured logs, the New Zealand
subsidiary buys logs directly from other forest owners at New Zealand ports and exports them in its own name. Income
from this business is generated by achieving a sales margin over the purchase price of the procured logs. The New
Zealand subsidiary, through the Trading segment, also purchases standing timber from time to time, whereby it manages
the harvest and sale of the logs for approximately one to three years. In these instances, the cost of standing timber
is capitalized as a current asset on the Consolidated Balance Sheets and recognized as non-depletion cost of sales
when sold. The Trading segment generally utilizes a managed export service arrangement for logs sourced from third
parties outside of New Zealand, and generally utilizes a procured log arrangement for logs sourced from third parties
within New Zealand. For managed export services, Trading segment revenues reflect only the commission earned on
the sale. For procured log sales, Trading segment revenues reflect the full sales price of the logs.



In 2018, Trading volume from both managed export services and procured log sales was approximately 1.75 million
tons. Approximately 665,000 tons were sourced from outside New Zealand, primarily Australia, of which 68% were
undertaken through managed export service arrangements. Approximately 887,000 tons were purchased directly from
third parties in New Zealand through procured log arrangements, with 53% purchased from two key suppliers.
Additionally, 71,000 tons were harvested from stumpage purchases. Approximately 71% of third-party purchases in
New Zealand were purchased at spot prices, with the New Zealand subsidiary thereby assuming some price risk on
subsequent resale. The remaining 29% were purchased on a fixed margin basis, with the New Zealand subsidiary
thereby earning a spread on the resale price irrespective of subsequent price fluctuations. The New Zealand subsidiary
generally seeks to mitigate its risk of loss on procured logs by securing export orders prior to or concurrent with its
spot purchases of logs.

FOREIGN SALES AND OPERATIONS

Salesfromnon-U.S. operations occurin our Real Estate, New Zealand Timberand Trading segments and comprised
approximately 52% of consolidated 2018 sales. See Note 4 — Segment and Geographical Information for additional
information.

COMPETITION
TIMBER

Timber markets in our Southern and Pacific Northwest regions are relatively fragmented with price being the
principal method of competition. In New Zealand, there are four other major private timberland owners accounting for
approximately 34% of New Zealand planted forests.

The following table provides an overview of certain major competitors in each of our Timber segments:

Segment Competitors

Southern Timber (a) Weyerhaeuser Company
CatchMark Timber Trust
Hancock Timber Resource Group
Resource Management Service
Forest Investment Associates
Campbell Global

Pacific Northwest Timber (a) Weyerhaeuser Company
Hancock Timber Resource Group
Green Diamond Resource Company
Campbell Global
Port Blakely Tree Farms
Pope Resources
State of Washington Department of Natural Resources
Bureau of Indian Affairs

New Zealand (b) Hancock Natural Resource Group
Kaingaroa Timberlands
Ernslaw One
OneFortyOne Plantations

(a) In addition to the competitors listed, we also compete with numerous other large and small privately held timber companies.

(b) The New Zealand subsidiary competes with these and other smaller New Zealand timber companies for supply into New Zealand domestic
and export markets, predominantly China, South Korea and India. Logs supplied into Asian markets also compete with export supply from
other regions, including Russia and North America.
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REAL ESTATE

In our Real Estate business, we compete with other owners of entitled and unentitled properties. Each property
has unique attributes, but overall quantity of supply and price for residential, commercial, industrial and rural properties
in the geographic areas in which we operate are the most significant competitive drivers.

TRADING

Our log trading operations are based out of New Zealand and performed by our New Zealand subsidiary. The New
Zealand market remains very competitive with over 20 entities competing for export log supply at different ports across
the country. We are one of the larger log trading companies in the region with access to multiple export ports and a
range of different export markets.

CUSTOMERS

In 2018, no individual customer (or group of customers under common control) represented 10% or more of 2018
consolidated sales.

SEASONALITY

Across all our segments, results are normally notimpacted significantly by seasonal changes. However, significant
wet weather in areas of our Southern Timber operations can hinder access for harvesting, thereby temporarily reducing
supply in the affected areas and generally strengthening prices. Conversely, extended dry weather in an area tends
to suppress prices as timber is more accessible for harvesting.

ENVIRONMENTAL MATTERS

See Iltem 1A — Risk Factors.

RESEARCH AND DEVELOPMENT

The research and development activities of our timber operations include genetic seedling improvement, growth
and yield modeling, and applied silvicultural programs to identify management practices that will improve financial
returns from our timberlands. We also contribute to research cooperatives that undertake forestry research and
development.

EXECUTIVE OFFICERS

David L. Nunes, 57, Mr. Nunes joined the Company in June 2014 as Chief Operating Officer, and shortly thereafter
assumed the role of President and CEO following the Company’s spin-off of its Performance Fibers business. Prior to
joining the Company, Mr. Nunes served as President and CEO of Pope Resources/Olympic Resource Management
from 2002 to 2014. He joined Pope in 1997 as director of portfolio management, working with third-party investors and
timberland owners to develop and manage timberland investment portfolios. The following year, he was named Vice
President of portfolio development, and then served two years as Senior Vice President of acquisitions and portfolio
development before being named President and COO in 2000. Previously, Mr. Nunes spent nine years with the
Weyerhaeuser Company, joining the organization in 1988 as a business analyst and advancing through a number of
leadership roles to become director of corporate strategic planning. During his time with Weyerhaeuser, he gained
extensive experience involving export log sales and marketing, timberland acquisitions, mergers and acquisitions, and
capital planning. Mr. Nunes holds a Bachelors of Arts and Economics from Pomona College and an MBA from the
Tepper School of Business at Carnegie Mellon University.

Mark D. McHugh, 43, Mr. McHugh was appointed Senior Vice President and Chief Financial Officer in December
2014. He was previously Managing Director in the Real Estate Investment Banking group at Raymond James, where
he worked since 2008. Prior to joining Raymond James, Mr. McHugh was a Director in the Paper & Forest Products
Group at Credit Suisse, where he worked from 2000 to 2008. Mr. McHugh received his B.S.B.A. in Finance from the
University of Central Florida and his JD from Harvard Law School.
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Douglas M. Long, 48, Mr. Long was appointed to Senior Vice President, U.S. Operations in December 2015. He was
named Vice President, U.S. Operations in November 2014. Prior to such appointment, Mr. Long served as Director,
Atlantic Region, U.S. Forest Resources. He joined the Company in 1995 as a GIS Forestry Analyst and has held
multiple positions of increasing responsibility within the forestry division. Mr.Long holds bachelor’s and master’s degrees
in Forest Resources and Conservation from the University of Florida.

Christopher T. Corr, 55, Mr. Corr joined the Company in July 2013 and currently serves as Senior Vice President,
Real Estate Developmentand President, Raydient LLC. Prior to joining Rayonier, he served as Executive Vice President,
Buildings and Places for AECOM from 2008 to 2013. Prior to that, Mr. Corr held various positions with The St. Joe
Company between 1998 and 2008, most recently as Executive Vice President. From 1992 to 1998, Mr. Corr was a
senior manager with The Walt Disney Company, where he was a key member of the team that developed the visionary
town of Celebration near Orlando, Florida. From 1990-1992, Mr. Corr served as an elected member of the Florida
House of Representatives. He holds a Bachelor of Arts degree from the University of Florida and has completed
programs with the Harvard Real Estate Institute and the Wharton School of Business at University of Pennsylvania.

Mark R. Bridwell, 56, Mr. Bridwell was promoted to Vice President and General Counsel in June 2014 and assumed
the role of Corporate Secretary in March 2015. He joined the Company in 2006 as Associate General Counsel for
Performance Fibers. In 2009, he became Associate General Counsel for Timber and Real Estate and in 2012 was
promoted to Assistant General Counsel for Land Resources. Prior to joining Rayonier, Mr. Bridwell served as counsel
for six years at Siemens Corporation. Previously, he was an attorney for five years with the international law firms of
Jones, Day, Reavis & Pogue and Seyfarth, Shaw, Fairweather & Geraldson. Mr. Bridwell has a B.S.B.A. in Finance
from the University of Central Florida, and an MBA and JD from Emory University.

Shelby L. Pyatt, 48, Ms. Pyatt was named Vice President, Human Resources and Information Technology in July
2014. Ms. Pyatt joined Rayonier in 2003 as Manager, Compensation and became Director, Compensation and
Employee Services in 2006. She was named Director, Compensation, Benefits and Employee Services in 2009 before
being promoted to her current position. Prior to joining Rayonier, Ms. Pyatt held human resources positions with CSX
Corporation and Barnett Bank. Ms. Pyatt holds a bachelor’s degree in Business Management.

W. Rhett Rogers, 42, Mr. Rogers was appointed to Vice President, Portfolio Managementin February 2017. Mr. Rogers
oversees the Company’s acquisition and disposition activities, including HBU and non-strategic land sales, as well as
its land information systems function. He joined Rayonierin 2001 as a District Technical Forester,and has held numerous
roles of increasing responsibility, most recently as Director, Land Asset Management before being promoted to his
current position. Mr. Rogers holds a BS in Forestry from Louisiana Tech University, and both an MBA and MS in Forest
Resources from Mississippi State University.

April J. Tice, 45, Ms. Tice was appointed as the Company’s Controller in November 2016. In this position, she acts
as the Company’s principal accounting officer. She joined Rayonier in 2010 and has worked in various roles within the
finance and financial reporting departments since that time. Prior to joining Rayonier, Ms. Tice served in various
accounting and/or audit roles at Deloitte & Touche, the State of Florida and two private companies located in Florida.
Ms. Tice holds a Bachelor of Fine Arts from Florida State University and a Master of Accountancy with a tax concentration
from the University of North Florida. Ms. Tice is a Certified Public Accountant in the State of Florida.

EMPLOYEE RELATIONS

We employ 349 people, of which 259 are in the United States. We believe relations with our employees are
satisfactory.

AVAILABILITY OF REPORTS AND OTHER INFORMATION

Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, proxy statements
and amendments to those reports filed or furnished pursuant to Sections 13(a) or 14 of the Securities Exchange Act
of 1934 are made available to the public free of charge in the Investor Relations section of our website www.rayonier.com,
shortly after we electronically file such material with, or furnish them to, the Securities and Exchange Commission
(“SEC”). Our corporate governance guidelines and charters of all committees of our board of directors are also available
on our website. The information on the Company’s website is not incorporated by reference into this Annual Report
on Form 10-K.
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Item 1A. RISK FACTORS

Our operations are subject to a number of risks. When considering an investment in our securities, you should
carefully read and consider these risks, together with all other information in this Annual Report on Form 10-K. If any
of the events described in the following risk factors actually occur, our business, financial condition or operating results,
as well as the market price of our securities, could be materially adversely affected.

We are exposed to the cyclicality of the markets in which we operate and other factors beyond our control,
which could adversely affect our results of operations.

Some of the industries in which our end-use customers participate, such as the construction and home building
industries, the global pulp, packaging and paper industries and the real estate industry, are cyclical in nature, exposing
us to risks beyond our control, including general macroeconomic conditions, both in the U.S. and globally, as well as
local economic conditions.

In our Timber segments, the level of new residential construction activity and, to a lesser extent, home repair and
remodeling activity, is the primary driver of sawtimber demand. In addition, demand for logs can be affected by the
demand for wood chips in the pulp and paper and engineered wood products markets, as well as the bio-energy
production markets. The ongoing level of activity in these markets is subject to fluctuation due to future changes in
economic conditions, interest rates, credit availability, population growth, weather conditions and other factors. Changes
in global economic conditions, such as new timber supply sources and changes in currency exchange rates, foreign
interest rates and foreign and domestic trade policies, can also negatively impact demand for our timber and logs. In
addition, the industries in which our customers participate are highly competitive and may experience overcapacity or
reductions in demand, all of which may affect demand for and pricing of our products.

In our Real Estate segment, our inability to sell our HBU properties at attractive prices could have a significant
effect on our results of operations. Demand for real estate can be affected by the availability of capital, changes in
interest rates, availability and terms of financing, changes in governmental agencies, changes in developer confidence,
actions by conservation organizations, our ability to obtain land use entitlements and other permits necessary for our
development activities, local real estate market economic conditions, competition from other sellers of land and real
estate developers, the relative illiquidity of real estate investments, employment rates, new housing starts, population
growth, demographics and federal, state and local land use, zoning and environmental protections laws or regulations
(including any changes in laws or regulations). In addition, changes in investor interest in purchasing timberlands could
reduce our ability to execute sales of non-strategic timberlands.

These macroeconomic and cyclical factors impacting our operations are beyond our control and, if such conditions
deteriorate or do not continue to improve, could have an adverse effect on our business.

Weather and other natural conditions may limit our timber harvest and sales.

Weather conditions, changes in timber growth cycles, limitations on access (for example, due to prolonged wet
conditions) and other factors, including damage by fire, insect infestation, disease, prolonged drought and natural
disasters such as wind storms and hurricanes, may limit harvesting of our timberlands. The volume and value of timber
that can be harvested from our timberlands may be reduced by any such occurrence and other causes beyond our
control. As is typical in the forestry industry, we do not maintain insurance for any loss to our timber, including losses
due to fire and these other causes. These and other factors beyond our control could reduce our timber inventory and
accordingly, our sustainable yield, thereby adversely affecting our financial results and cash flows.
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Entitlement and development of real estate entail a lengthy, uncertain and costly approval process, which
could adversely affect our ability to grow the businesses in our Real Estate segment.

Entitlement and development of real estate entail extensive approval processes involving multiple regulatory
jurisdictions. It is common for a project to require multiple approvals, permits and consents from U.S. federal, state
and local governing and regulatory bodies. For example, in Florida, real estate projects must generally comply with
the provisions of the Community Planning Act and local land use, zoning and development regulations. In addition,
development projects in Florida that exceed certain specified regulatory thresholds (and are not located in a jurisdiction
classified as a dense urban land area or otherwise statutorily exempt) may require approval pursuant to the
Comprehensive Plan process standards. Compliance with these and other regulations and standards is more time
intensive and costly and may require additional long range infrastructure review and approvals which can add to project
cost. Inaddition, development of properties containing delineated wetlands may be affected by revisions to the definition
of wetlands subject to state and/or federal regulation and may require one or more permits from the U.S. federal
government and/or state and local governmental agencies. Any of these issues can materially affect the cost, timing
and economic viability of our real estate projects.

The real estate entitlement process is frequently a political one, which involves uncertainty and often extensive
negotiation and concessions in order to secure and maintain the necessary approvals and permits. In the U.S., a
significant amount of our development property is located in counties in which local governments face challenging
issues relating to growth and development, including zoning and future land use, public services, water availability,
transportation and other infrastructure, and funding for same, and the requirements of state law, especially in the case
of Florida under the Community Planning Act process standards. In addition, anti-development groups are active,
especially in Florida, in filing litigation to oppose particular entitlement activities and development projects, and in
seeking legislation and other anti-development limitations on real estate development activities. We expect this type
of anti-development activity to continue in the future.

Issues affecting real estate development also include the availability of potable water for new development projects.
For example, the Georgia Legislature enacted the Comprehensive Statewide Watershed Management Planning Act,
which, among other things, created a governmental entity called the Georgia Water Council which was charged with
preparing a comprehensive water management plan for the state and presenting it to the Georgia Legislature. It is
unclear at this time how the plan will affect the cost and timing of real estate development along the southern Georgia
coast, where the Company has significant timberland holdings with downstream real estate development potential.
Concerns about the availability of potable water also exist in certain Florida counties, which could impact future growth
opportunities.

Changes in the laws, or interpretation or enforcement thereof, regarding the use and development of real estate,
changes in the political composition of state and local governmental bodies, and the identification of new facts regarding
our properties could lead to new or greater costs and delays and liabilities that could materially adversely affect our
business, profitability or financial condition.

Changes in energy and fuel costs could affect our results of operations and financial condition.

Energy costs are a significant operating expense for our logging and hauling contractors and for the contractors
who support the customers of our standing timber. Energy costs can be volatile and are susceptible to rapid and
substantial increases or decreases due to factors beyond our control, such as changing economic conditions, changing
environmental regulations, political unrest, instability in energy-producing nations, and supply and demand
considerations. Although the price of oil has remained relatively stable in recent years, increases in the price of oil
could adversely affect our business, financial condition and results of operations. In addition, an increase in fuel costs,
and its impact on the cost and availability of transportation for our products, both domestically and internationally, and
the cost and availability of third-party logging and hauling contractors, could have a material adverse effect on the
operating costs of our contractors and our standing timber customers, as well as in defining economically accessible
timber stands. Such factors could in turn have a material adverse effect on our business, financial condition and results
of operations, particularly in our Timber segments and Trading segment.
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We depend on third parties for logging and transportation services and increases in the costs or decreases
in the availability of quality service providers could adversely affect our business.

Our Timber segments depend on logging and transportation services provided by third parties, both domestically
and internationally, including by railroad, trucks, or ships. If any of our transportation providers were to fail to deliver
timber supply or logs to our customers in a timely manner, or were to damage timber supply or logs during transport,
we may be unable to sell it at full value, or at all. During the global financial crisis and subsequent downturn in U.S.
housing starts, timber harvest volumes declined significantly. As a result, many logging contractors, particularly cable
logging operators in the western U.S., permanently shut down their operations. As harvest levels have returned to
higher levels with the recovery in U.S. housing starts, this shortage of logging contractors has resulted in sharp increases
in logging costs and in the availability of logging contractors. Itis expected that the supply of qualified logging contractors
will be impacted by the availability of debt financing for equipment purchases as well as a sufficient supply of adequately
trained loggers. As housing starts continue to recover, harvest levels are expected to increase, placing more pressure
on the existing supply of logging contractors. Any significant failure or unavailability of third-party logging or
transportation providers, or increases in transportation rates or fuel costs, may result in higher logging costs or the
inability to capitalize on stronger log prices to the extent logging contractors cannot be secured at a competitive cost.
Such events could harm our reputation, negatively affect our customer relationships and adversely affect our business.

We are subject to risks associated with doing business outside of the U.S.

Although the majority of our customers are in the U.S., a significant portion of our sales are to end markets outside
of the U.S., including China, South Korea, Japan, Taiwan, India, Vietham and New Zealand. The export of our products
into international markets results in risks inherent in conducting business pursuant to international laws, regulations
and customs. We expect that international sales will continue to contribute to future growth. The risks associated with
our business outside the U.S. include:

« changes in and reinterpretations of the laws, regulations and enforcement priorities of the countries in which
our products are sold;

* responsibility to comply with anti-bribery laws such as the U.S. Foreign Corrupt Practices Act and similar anti-
bribery laws in other jurisdictions;

+ trade protection laws, policies and measures and other regulatory requirements affecting trade and investment,
including loss or modification of exemptions for taxes and tariffs, imposition of new tariffs and duties and import
and export licensing requirements;

» continuing and potentially increasing negative impacts from the imposition and/or threatened imposition of
substantial tariffs on forest products imports into China in connection with current trade tensions between
China and the U.S;

« difficulty in establishing, staffing and managing non-U.S. operations;

+  product damage or losses incurred during shipping;

+  potentially negative consequences from changes in or interpretations of tax laws;

« economic or political instability, inflation, recessions and interest rate and exchange rate fluctuations;
* uncertainties regarding non-U.S. judicial systems, rules and procedures; and

* uncertainties regarding trade policies implemented and/or under consideration by the current U.S. presidential
administration.

These risks could adversely affect our business, financial condition and results of operations.
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Our estimates of timber inventories and growth rates may be inaccurate, include risks inherent to such
estimates and may impair our ability to realize expected revenues.

We rely upon estimates of merchantable timber inventories (which include judgments regarding inventories that
may be lawfully and economically harvested), timber growth rates and end-product yields when acquiring and managing
working forests. These estimates, which are inherently inexact and uncertain in nature, are central to forecasting our
anticipated timber revenues and expected cash flows. Growth rates and end-product yield estimates are developed
using statistical sampling, harvest results and growth and yield modeling, in conjunction with industry research
cooperatives and by in-house forest biometricians, using measurements of trees in research plots spread across our
timberland holdings. The growth equations predict the rate of height and diameter growth of trees so that foresters
can estimate the volume of timber that may be present in a tree stand at a given age. Tree growth varies by soil type,
geographic area, and climate. Inappropriate application of growth equations in forest management planning may lead
to inaccurate estimates of future volumes. If the assumptions we rely upon change or these estimates are inaccurate,
our ability to manage our timberlands in a sustainable or profitable manner may be diminished, which may cause our
results of operations and our stock price to be adversely affected.

Our businesses are subject to extensive environmental laws and regulations that may restrict or adversely
affect our ability to conduct our business.

Environmental laws and regulations are constantly changing and are generally becoming more restrictive. Laws,
regulations and related judicial decisions and administrative interpretations affecting our business are subject to change,
and new laws and regulations are frequently enacted. These changes may adversely affect our ability to harvest and
sell timber, remediate contaminated properties and/or entitle real estate. These laws and regulations may relate to,
among other things, the protection of timberlands and endangered species, recreation and aesthetics, protection and
restoration of natural resources, surface water quality, timber harvesting practices, and remedial standards for
contaminated property and groundwater. Over time, the complexity and stringency of these laws and regulations have
increased and the enforcement of these laws and regulations has intensified. For example, the U.S. Environmental
Protection Agency (“EPA”) has pursued a number of initiatives that, ifimplemented, could impose additional operational
and pollution control obligations on industrial facilities like those of Rayonier’s customers, especially in the area of air
emissions and wastewater and stormwater control. In addition, as a result of certain judicial rulings and state and
federal initiatives, including some that would require timberland operators to obtain permits to conduct certain ordinary
course forestry activities, silvicultural practices on our timberlands could be impacted in the future. Environmental laws
and regulations will likely continue to become more restrictive and over time could adversely affect our business,
financial condition and results of operations.

If requlatory and environmental permits are delayed, restricted or rejected, a variety of our operations could be
adversely affected. We are required to seek permission from government agencies in the states and countries in which
we operate to perform certain activities related to our properties. Any of these agencies could delay review of, or reject,
any of our filings. In our Southern Timber, Pacific Northwest Timber and New Zealand Timber segments, any delay
associated with a filing could resultin a delay or restriction in replanting, thinning, insect control, fire control or harvesting,
any of which could have an adverse effect on our operating results. For example, in Washington State, we are required
to file a Forest Practice Application for each unit of timberland to be harvested. These applications may be denied,
conditioned or restricted by the regulatory agency. Actions by the regulatory agencies could delay or restrict timber
harvest activities pursuant to these permits. Delays or harvest restrictions on a significant number of applications could
have an adverse effect on our operating results.

Environmental groups and interested individuals may seek to delay or prevent a variety of operations. We expect
thatenvironmental groups and interested individuals will intervene with increasing frequency in the regulatory processes
in the states and countries where we own, lease or manage timberlands. For example, in Washington State,
environmental groups and interested individuals may appeal individual forest practice applications or file petitions with
the Forest Practices Board to challenge the regulations under which forest practices are approved. These and other
challenges could materially delay or prevent operations on our properties. For example, interveners at times may bring
legal action in Florida in opposition to entittement and change of use of timberlands to commercial, industrial or
residential use. Delays or restrictions due to the intervention of environmental groups or interested individuals could
adversely affect our operating results. In addition to intervention in regulatory proceedings, interested groups and
individuals may file or threaten to file lawsuits that seek to prevent us from obtaining permits, implementing capital
improvements or pursuing operating plans. Any threatened or actual lawsuit could delay harvesting on our timberlands,
affect how we operate or limit our ability to modify or invest in our real estate. Among the remedies that could be
enforced in a lawsuit is a judgment preventing or restricting harvesting on a portion of our timberlands.
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Third-party operators may create environmental liabilities. We lease and/or grant easements across some of our
properties to third-party operators for the purpose of operating communications towers, generating renewable energy
(wind and solar), operating pipelines for the transport of gases and liquids, and exploring, extracting, developing and
producing oil, gas, rock and other minerals. These activities are subject to federal, state and local laws and regulations.
These operations may also create risk of environmental liabilities for an unlawful discharge of oil, gas, chemicals or
other materials into the air, soil or water. Generally, these third-party operators indemnify us against any such liability,
and we require that they maintain liability insurance to the extent practical to do so. However, if for any reason our
third-party operators are not able to honor their obligations to us, or if insurance is not in effect, then it is possible that
we could be responsible for costs associated with environmental liability caused by such third-party operators.

The impact of existing regulatory restrictions on future harvesting activities may be significant. U.S. federal, state
and local laws and regulations, as well as those of other countries, which are intended to protect threatened and
endangered species, as well as waterways and wetlands, limit and may prevent timber harvesting, road building and
other activities on our timberlands. Restrictions relating to threatened and endangered species apply to activities that
would adversely impact a protected species or significantly degrade its habitat. The size of the restricted area varies
depending on the protected species, the time of year and other factors, but can range from less than one acre to
several thousand acres. A number of species that naturally live on or near our timberlands, including, among others,
the northern spotted owl, marbled murrelet, several species of salmon and trout in the Pacific Northwest, and the red
cockaded woodpecker, red hills salamander and eastern indigo snake in the Southeast, are protected under the Federal
Endangered Species Act (the “ESA”) or similar U.S. federal and state laws. A significant number of other species, such
as the southeastern gopher tortoise and certain species of southern pine snake are currently under review for possible
protection under the ESA. As we gain additional information regarding the presence of threatened or endangered
species on our timberlands, or if other regulations, such as those that require buffers to protect water bodies, become
more restrictive, the amount of our timberlands subject to harvest restrictions could increase.

We formerly owned or operated or may own or acquire timberlands or properties that may require environmental
remediation or otherwise be subject to environmental and other liabilities. We owned or operated manufacturing facilities
and discontinued operations that we do not currently own, and we may currently own or may acquire timberlands and
other properties in the future that are subject to environmental liabilities, such as remediation of soil, sediment and
groundwater contamination and other existing or potential liabilities. In connection with the spin-off of our Performance
Fibers business, and pursuant to the related Separation and Distribution Agreement between us and Rayonier
Advanced Materials, Rayonier Advanced Materials has assumed any environmental liability of ours in connection with
the manufacturing facilities and discontinued operations related to the Performance Fibers business and has agreed
to indemnify and hold us harmless in connection with such environmental liabilities. However, in the event we seek
indemnification from Rayonier Advanced Materials, we cannot provide any assurance that a court will enforce our
indemnification right if challenged by Rayonier Advanced Materials or that Rayonier Advanced Materials will be able
to fund any amounts forindemnification owed to us. In addition, the cost of investigation and remediation of contaminated
timberlands and properties that we currently own or acquire in the future could increase operating costs and adversely
affect financial results. We could also incur substantial costs, such as civil or criminal fines, sanctions and enforcement
actions (including orders limiting our operations or requiring corrective measures, installation of pollution control
equipment or other remedial actions), clean-up and closure costs, and third-party claims for property damage and
personal injury as a result of violations of, or liabilities under, environmental laws and regulations related to such
timberlands or properties.

The industries in which we operate are highly competitive.

The markets in which we operate are highly competitive, and we compete with companies that have substantially
greater financial resources than we do in each of these businesses. The competitive pressures relating to our Timber
segments are primarily driven by quantity of product supply and quality of the timber offered by competitors in the
domestic and export markets, each of which may impact pricing. With respect to our Real Estate segment, we compete
with other owners of entitled and unentitled properties. Each property has unique attributes, but overall quantity of
supply and price for residential, commercial, industrial and rural properties in the geographic areas in which we operate
are the most significant competitive drivers. The marketin which our Trading segment operates remains very competitive
with numerous entities competing for export log supply at different ports across New Zealand.
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Our strategy will be adversely affected if we are unable to make future acquisitions.

We have pursued, and intend to continue to pursue, acquisitions of timberland and real estate properties that meet
our investment criteria and achieve our strategic goals of growing the size and average quality of our land base. The
ability to grow through acquisitions or other investments depends upon our ability to identify, negotiate, complete and
integrate suitable acquisitions or joint venture arrangements. In addition, the discount rate we use in our acquisition
underwriting has to meet our internal hurdle rate while also being competitive with that of other timberland investors.
In particular, our future success and growth depend upon our ability to make acquisitions that increase merchantable
timberinventory and complement the existing age-class structure of our ownership. If we are unable to make acquisitions
on acceptable terms or that do not support our strategic goals, our revenues and cash flows may stagnate or decline.

Our inability to access the capital markets could adversely affect our business strategy and competitive
position.

Due to the REIT income distribution requirements, we rely significantly on external sources of capital to finance
growth and acquisitions. Both our ability to obtain financing and the related costs of borrowing are affected by a number
of factors, many of which are outside of our control, including a decline in general market conditions, decreased market
liquidity, a downgrade to our public debt rating, increases in interest rates, an unfavorable market perception of our
growth potential, a decrease in our current or estimated future earnings or a decrease in the market price of our common
stock. If capital is not available when needed, or is available only on unfavorable terms relative to other timberland
REITs or TIMOs, or not at all, we may be unable to complete acquisitions or otherwise take advantage of business
opportunities or respond to competitive pressures. As of December 31, 2018, our credit ratings from S&P and Moody’s
Investors Service (Moody’s) were BBB- and Baa3, respectively. Any combination of the factors described above,
including our failure to maintain our investment grade credit rating, could prevent us from obtaining the capital we
require on terms thatare acceptable to us, or atall, which could adversely affect our business, liquidity and competitive
position.

We are subject to risks associated with an increase in market interest rates.

One of the factors that may influence the price of our common shares is our annual dividend yield as compared
to yields on other financial instruments. Thus, an increase in market interest rates could result in higher yields on other
financial instruments and could adversely affect relative attractiveness of an investment in the Company and,
accordingly, the trading price of our common shares. An increase in market interest rates could cause increases in
discount rates and, accordingly, a decline in property values and total returns for timberland assets. An increase in
market interest rates would also negatively impact financing costs on our floating rate debt as well as any additional
debt we may raise.

The impacts of climate-related initiatives, at the international, U.S. federal and state levels, remain uncertain
at this time.

There continue to be numerous international, U.S. federal and state-level initiatives and proposals to address
domestic and global climate issues. Within the U.S., most of these proposals would regulate and/or tax the production
of carbon dioxide and other “greenhouse gases” to facilitate the reduction of carbon compound emissions into the
atmosphere, and provide tax and other incentives to produce and use “cleaner” energy.

In late 2009, the EPAissued an “endangerment finding” under the Clean Air Act with respect to certain greenhouse
gases, leading to the regulation of carbon dioxide as a pollutant under the Clean Air Act and having significant
ramifications for Rayonier and the industry in general. In this regard, the EPA has published various regulations,
affecting the operation of existing and new industrial facilities that emit carbon dioxide. As a result ofthe EPA’s decision
to regulate greenhouse gases under the Clean Air Act, states will now have to consider them in permitting new or
modified facilities.

Overall, it is reasonably likely that legislative and regulatory activity in this area will in some way affect Rayonier
and the U.S. customers of our Southern Timber and Pacific Northwest Timber segments, but it is unclear at this time
what the nature of the impact will be. We continue to monitor political and regulatory developments in this area, but
their overall impact on Rayonier, from a cost, benefit and financial performance standpoint remains uncertain at this
time. In addition, the EPA has yet to finalize the treatment of biomass under greenhouse gas regulatory schemes,
leaving Rayonier’s biomass customers in a position of uncertainty.
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REIT AND TAX-RELATED RISKS
Loss of our REIT status would adversely affect our cash flow and stock price.

We intend to continue to operate in accordance with REIT requirements pursuant to the Internal Revenue Code
of 1986, as amended (the “Code”), and related U.S. Treasury regulations and administrative guidance. Qualification
as a REIT involves the application of highly technical and complex provisions of the Code, which are subject to change,
perhaps retroactively, and which are not within our control. We cannot assure that we will remain qualified as a REIT
or that new legislation, U.S. Treasury regulations, administrative interpretations or court decisions will not significantly
affect our ability to remain qualified as a REIT or the U.S. federal income tax consequences of such qualification.

We continually monitor and test our compliance with all REIT requirements. In particular, we regularly test our
compliance with the REIT “asset tests,” which require generally that, at the close of each calendar quarter, (1) at least
75% of the market value of our total assets must consist of REIT-qualifying interests in real property (such as
timberlands), including leaseholds and options to acquire real property and leaseholds, as well as cash and cash items
and certain other specified assets, (2) no more than 25% of the market value of our total assets may consist of other
assets that are not qualifying assets for purposes of the 75% test in clause (1) above and (3) no more than 20% (25%
for calendar years prior to 2018) of the market value of our total assets may consist of the securities of one or more
“taxable REIT subsidiaries.”

If in any taxable year we fail to qualify as a REIT and are not entitled torelief under the Code, we will not be allowed
a deduction for dividends paid to shareholders in computing our taxable income and we will be subject to U.S. federal
income tax on our REIT taxable income. In addition, we will be disqualified from qualification as a REIT for the four
taxable years following the year during which the qualification was lost, unless we are entitled to relief under certain
provisions of the Code. As a result, our net income and the cash available for distribution to our shareholders could
be reduced for up to five years or longer, which could have a material adverse effect on our financial condition.

As of December 31, 2018, Rayonier is in compliance with the asset tests described above.

If we fail to remain qualified as a REIT, we may need to borrow funds or liquidate some investments or assets to
pay any resulting additional tax liability. Accordingly, cash available for distribution to our shareholders would be reduced.

Certain of our business activities are potentially subject to prohibited transactions tax.

As a REIT, we will be subject to a 100% tax on any net income from “prohibited transactions.” In general, prohibited
transactions are sales or other dispositions of property to customers in the ordinary course of business. Sales of logs,
and dealer sales of timberlands or other real estate, constitute prohibited transactions unless the sale satisfies certain
safe harbor provisions in the Code.

We intend to avoid the 100% prohibited transactions tax by complying with the prohibited transaction safe harbor
provisions and conducting activities that would otherwise be prohibited transactions through one or more taxable REIT
subsidiaries. We may not, however, always be able to identify timberland properties that become part of our “dealer”
real estate sales business. Therefore, if we sell timberlands which we incorrectly identify as property not held for sale
to customers in the ordinary course of business, we may be subject to the 100% prohibited transactions tax.

Our cash dividends are not guaranteed and may fluctuate.

Generally, REITs are required to distribute 90% of their ordinary taxable income, but not their net capital gains
income. Accordingly, we do not generally believe that we are required to distribute material amounts of cash since
substantially all of our taxable income is generally treated as capital gains income. However, a REIT must pay corporate
level tax on its undistributed taxable income and capital gains.

Our Board of Directors, in its sole discretion, determines the amount of quarterly dividends to be paid to our
shareholders based on consideration of a number of factors. These factors include, but are not limited to, our results
of operations, cash flow and capital requirements, economic conditions, tax considerations, borrowing capacity and
other factors, including debt covenant restrictions that may impose limitations on cash payments, future acquisitions
and divestitures, harvest levels, changes in the price and demand for our products and general market demand for
timberlands, including those timberland properties that have higher and better uses. Consequently, our dividend levels
may fluctuate.
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Lack of shareholder ownership and transfer restrictions in our articles of incorporation may affect our ability
to qualify as a REIT.

In order to qualify as a REIT, an entity cannot have five or fewer individuals who own, directly or indirectly after
applying attribution of ownership rules, 50% or more of the value of its outstanding shares during the last six months
in each calendar year. Although it is not required by law or the REIT provisions of the Code, almost all REITs have
adopted ownership and transfer restrictions in their articles of incorporation or organizational documents which seek
to assure compliance with that rule. While we are not in violation of the ownership rules, we do not have, nor do we
have any current plans to adopt, share ownership and transfer restrictions. As such, the possibility exists that five or
fewer individuals could acquire 50% or more of the value of our outstanding shares, which could result in our
disqualification as a REIT.

Item 1B. UNRESOLVED STAFF COMMENTS

None.
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Item 2. PROPERTIES

The following table provides a breakdown of our timberland holdings as of September 30, 2018 and December 31,
2018:

(acres in 000s) As of September 30, 2018 As of December 31, 2018
Owned Leased Total Owned Leased Total
Southern
Alabama 229 14 243 229 14 243
Arkansas — 11 11 — 9 9
Florida 287 82 369 290 73 363
Georgia 620 82 702 622 81 703
Louisiana 129 — 129 129 — 129
Mississippi 67 — 67 67 — 67
Oklahoma 92 — 92 92 — 92
South Carolina 18 — 18 18 — 18
Tennessee 1 — 1 — — —
Texas 180 — 180 182 — 182
1,623 189 1,812 1,629 177 1,806
Pacific Northwest
Oregon 61 — 61 61 — 61
Washington 316 1 317 316 1 317
377 1 378 377 1 378
New Zealand (a) 179 228 407 178 230 408
Total 2,179 418 2,597 2,184 408 2,592

(@) Represents legal acres owned and leased by the New Zealand subsidiary, in which Rayonier owns a 77% interest. As of December 31,
2018, legal acres in New Zealand were comprised of 289,000 plantable acres and 119,000 non-productive acres.
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The following tables details changes in our portfolio of owned and leased timberlands by state from December 31,
2017 to December 31, 2018:

(acres in 000s) Acres Owned
December 31, December 31,
2017 Acquisitions Sales 2018
Southern
Alabama 229 — — — 229
Florida 274 21 (10) 5 290
Georgia 622 2 (1) (1) 622
Louisiana 144 — (15) — 129
Mississippi 67 — — — 67
Oklahoma 92 — — — 92
South Carolina 18 — — — 18
Tennessee 1 — (1) — —
Texas 182 3 (3) — 182
1,629 26 (30) 4 1,629
Pacific Northwest
Oregon 61 — — — 61
Washington 316 — — — 316
377 — — — 377
New Zealand (a) 179 — — ) 178
Total 2,185 26 (30) 3 2,184

(a) Represents legal acres owned by the New Zealand subsidiary, in which Rayonier has a 77% interest.

(acres in 000s) Acres Leased
December 31, Sold/Expired December 31,
2017 New Leases Leases (a) Other (b) 2018
Southern
Alabama 14 — — — 14
Arkansas 11 — (2) — 9
Florida 83 — (10) — 73
Georgia 82 — (1) — 81
Louisiana 1 — (1) — —
191 — (14) — 177
Pacific Northwest
Washington 1 — — — 1
New Zealand (c) 231 4 (7) 2 230
Total 423 4 (21) 2 408

(a) Includes acres previously under lease that have been harvested and activity for the relinquishment of leased acres.
(b) Includes leased acres acquired by Rayonier and adjustments for land mapping reviews.
(c) Represents legal acres leased by the New Zealand subsidiary, in which Rayonier has a 77% interest.
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TIMBERLAND LEASES

U.S. timberland leases typically have initial terms of approximately 30 to 65 years, with renewal provisionsin some
cases. New Zealand timberland lease terms typically range between 30 and 99 years. New Zealand lease arrangements
are generally comprised of Crown Forest Licenses (“CFLs”), forestry rights and land leases. A CFL is a license
arrangement with the New Zealand government to use public or government-owned land to operate a commercial
forest. CFLs generally extend indefinitely and may only be terminated upon a 35-year termination notice from the
government. If no termination notice is given, the CFLs renew automatically each year for a one-year term. Alternatively,
some CFLs extend for a specific term. Once a CFL is terminated, the Company may be able to obtain a forestry right
from the subsequent owner. A forestry right is a license arrangement with a private entity or native tribal group to use
their lands to operate a commercial forest. Forestry rights terminate either upon the issuance of a termination notice
(which can last 35 to 45 years), completion of harvest, or a specified termination date.

As of December 31, 2018, the New Zealand subsidiary has two CFLs comprising 9,000 acres under termination
notice that are currently being relinquished as harvest activities are concluding, as well as two fixed-term CFLs
comprising 3,000 acres expiring in 2062. Additionally, the New Zealand subsidiary has two forestry rights comprising
35,000 acres under termination notice, terminating in 2028 and 2031.

The following table details the Company’s acres under lease as of December 31, 2018 by type of lease and
estimated lease expiration:

(acres in 000s) Lease Expiration

Location Type of Lease Total 2019-2028 2029-2038 2039-2048 Thereafter

Southern ................. Fixed Term 159 109 44 — 6
Fixed Term with Renewal Option 18 18 _ — —

Pacific Northwest.... Fixed Term 1 1 — — —

New Zealand .......... CFL - Perpetual (a) 77 — — — 77
CFL - Fixed Term (a) 8 — — — 3
CFL - Terminating (a) 9 — — 8 1
Forestry Right (a) 125 26 17 6 76
Fixed Term Land Leases 16 — 1 — 15

Total Acres under Long-term Leases .......................... 408 154 62 14 178

(a) Estimated lease expiration / termination based on the earlier of: (1) the scheduled expiration / termination date, or (2) the estimated year of
final harvest before such expiration / termination date.
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The following table details the Company’s estimated leased acres, lease expirations and lease costs over the next
five years:

(acres and dollars in 000s, except per acre amounts)

Location 2019 2020 2021 2022 2023
Southern ....................
Leased Acres Expiring 12 7 6 11 36
Year-end Leased Acres 165 158 152 141 105
Estimated Annual Lease Cost (a) $5,188 $4,861 $4,842 $4,618 $4,117
Average Lease Cost per Acre $24.53 $24.78 $26.26 $27.47 $24.53
Pacific Northwest (b)..
Leased Acres Expiring 1 — — — —

Year-End Leased Acres — — — — —
New Zealand..............

Leased Acres Expiring 1 — — 3 1

Year-end Leased Acres 229 229 229 226 225

Estimated Annual Lease Cost (a)(d) $4,058 $4,044 $4,031 $4,031 $4,022

Average Lease Cost per Acre (c)(d) $24.67 $24.45 $23.66 $25.00 $25.00

(a) Represents capitalized and expensed lease payments.

(b) The 659-acre lease in the Pacific Northwest expires in 2019 and does not require a lease payment.
(c) Excludes lump sum payments.

(d) Translated using the year-end foreign exchange rate.

OTHER NON-TIMBERLAND LEASES

In addition to our timberland holdings, we lease properties for certain office locations. Our significant leased properties
include a regional office in Lufkin, Texas; our Pacific Northwest Timber offices in Hoquiam, Washington and our New
Zealand Timber and Trading headquarters in Auckland, New Zealand.

Item 3. LEGAL PROCEEDINGS
The information set forth under Note 10 — Contingencies is incorporated herein by reference.

Item 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART Il

Item 5. MARKET FOR THE REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES

MARKET FOR THE REGISTRANT’S COMMON EQUITY

The Company’s common shares are publicly traded on the NYSE, the only exchange on which our shares are
listed, under the trading symbol RYN. Shares of the Company have a $0.00 par value.

TAX CHARACTERISTICS OF DIVIDENDS

The table below summarizes the tax characteristics of the dividend paid to shareholders on a percentage basis
for the three years ended December 31, 2018:

2018 2017 2016
Total cash dividend per common Share .............ccccooveeeeeieeeeieee e, $1.06 $1.00 $1.00
Tax CharacCteriSHCS: ..........oooo it
Capital GAIN ..o 100% 100% 100%
HOLDERS

There were approximately 5,657 shareholders of record of our common shares on February 15, 2019.

ISSUER REPURCHASES

In February 2016, the Board of Directors approved the repurchase of up to $100 million of Rayonier's common
shares (the “share repurchase program”) to be made at management’s and the Board of Directors’ discretion. The
program has no time limit and may be suspended or discontinued at any time. There were no shares repurchased
under this program in the fourth quarter of 2018. As of December 31, 2018, there was $99.3 million, or approximately
3,586,508 shares based on the period-end closing stock price of $27.69, remaining under the program.

In 1996, we began a common share repurchase program (the “anti-dilutive program”) to minimize the dilutive effect
of our employee incentive stock plans on earnings per share. This program limits the number of shares that may be
purchased each year to the greater of 1.5% of outstanding shares at the beginning of the year or the number of incentive
shares issued to employees during the year. In October 2000, July 2003 and October 2011, our Board of Directors
authorized the purchase of shares under the program totaling 2.1 million shares. The anti-dilutive program does not
have an expiration date. There were no shares purchased under this program in the fourth quarter of 2018 and there
were 3,869,621 shares available for purchase at December 31, 2018.

The following table provides information regarding our purchases of Rayonier common shares during the quarter
ended December 31, 2018:

Total Number of Maximum
Total Shares Number of
Number of Average Purchased as Shares that May
Shares Price Part of Publicly  Yet Be Purchased
Purchased Paid per Announced Plans Under the Plans
Period ) Share or Programs or Programs (b)
October 1 to October 31..........ccocoiiiiiiieeeenn. 99 $30.68 — 7,456,129
November 1 to November 30 ........................ 28 $31.17 — 7,456,129
December 1 to December 31 ..........cccooeunn..... — — — 7,456,129
Total .eeeeeiiieeeeeeeeee 127 —

(a) Includes 127 common shares purchased in October and November from employees in non-open market transactions. The shares of stock
were sold by employees of the Company in exchange for cash that was used to pay withholding taxes associated with the vesting of restricted
stock awards under the Company'’s stock incentive plan. The price per share surrendered is based on the closing price of the Company’s
common shares on the respective vesting dates of the awards.

(b) Maximum number of shares authorized to be purchased as of December 31, 2018 includes 3,869,621 under the anti-dilutive program and
approximately 3,586,508 under the share repurchase program.
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STOCK PERFORMANCE GRAPH

The following graph compares the performance of Rayonier's common shares (assuming reinvestment of
dividends) with a broad-based market index (Standard & Poor’s (“S&P”) 500), and two industry-specific indices (the
S&P Global Timber and Forestry Index and the S&P 1500 Real Estate Index).! This graph has been adjusted to reflect
the spin-off of the Performance Fibers business in 2014.

The table and related information shall not be deemed to be “filed” with the SEC, nor shall such information be
incorporated by reference into any future filing under the Securities Act of 1933 or Securities Exchange Act of 1934,
each as amended, except to the extent that the Company specifically incorporates it by reference into such filing.
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The data in the following table was used to create the above graph as of December 31:

2013 2014 2015 2016 2017 2018

1Yo 0 1= o [ Lo ST $100 $94 $78 $97 $120 $108
S&P 500TINAEX ..., 100 114 115 129 157 150
S&P® Global Timber and Forestry IndeX.............ccooocviiiviviiiieneeeee, 100 100 91 100 132 106
S&P® 1500 Real Estate Sector INdeX ..........cceeeeeeeeeeeeeeeeeeeenn. 100 131 141 151 172 171

"Based on constituents as of December 31, 2018 and excludes entities that were not publicly traded for the entire comparative period.
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Item 6. SELECTED FINANCIAL DATA

The following financial data should be read in conjunction with our Consolidated Financial Statements.

At or For the Years Ended December 31,
2018 2017 2016 2015 2014

(dollar amounts in millions, except per share data)

Profitability:

SAIES (B)  weeeetieie ettt $816.1 $819.6 $815.9 $568.8 $624.0
Operating iINCOME (D) ... e e 170.1 215.5 255.8 77.8 98.3
Income from continuing operations attributable to Rayonier Inc. (b)........ 102.2 148.8 212.0 46.2 55.9
Diluted earnings per common share from continuing operations.............. 0.79 1.16 1.73 0.37 0.43

Financial Condition:

TOtAl @SSEES ... $2,780.7 $2,858.5 $2,685.8 $2,315.9 $2,449.9
Total dEDE ... 972.6 1,025.4 1,061.9 830.6 748.3
Shareholders’ EQUILY .........ccooooiiiiieeiieie e 1,654.6 1,693.0 1,496.9 1,361.7 1,5675.2
Shareholders’ equity — per share ............cccceeeiiiieieiiieeeiiee e 12.78 13.13 12.18 11.09 12.51

Cash Flows:

Cash provided by operating activities ..............c.ccccoeeeiiieieiveeeeeeeeeee $310.1 $256.3 $203.8 $177.2 $320.4
Cash used for investing activities (c) 132.9 235.3 235.0 149.5 258.9
Cash used for (provided by) for financing activities ............ccccccecvennennen. 193.7 6.9 (114.4) 116.5 161.4
Depreciation, depletion and amortization ... 1441 127.6 115.1 113.7 120.0
Cash dividends Paid .........cccceoiiuiiiiiiii e 136.8 1271 122.8 124.9 257.5
Dividends paid — per share ..............coccoeoeeeoieeeeeeeeee e $1.06 $1.00 $1.00 $1.00 $2.03
Non-GAAP Financial Measures:
Adjusted EBITDA (d)
SoUthern TIMDEI ..o e $102.8 $91.6 $92.9 $101.0 $97.9
Pacific Northwest TIMber ............coovvvveiiiiiiiiee e 40.9 33.1 21.2 21.7 50.8
New Zealand TIMDEr ........cccooiiiiiiiiie e 90.8 85.1 56.5 271 40.9
Real EState .......coooviiiiiiiiice e 123.4 95.5 86.6 76.7 53.5
LI 2T 1o PSR OURPPPRRN 1.0 4.6 2.0 1.2 1.7
Corporate and Other .........ccciiiiiiiieiiee e (21.1) (19.4) (19.4) (19.6) (31.3)
Total Adjusted EBITDA (d) ..oooveeeieiiieeii e $337.7 $290.5 $239.7 $208.1 $213.5
Other:
Timberland and real estate acres — owned, leased, or managed, in
MIIONS Of @CIES  ..vvvieiiiiiceeee e 26 26 27 27 27
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For the Years Ended December 31,

2018 2017 2016 2015 2014

Selected Operating Data:
Timber

Sales volume (thousands of tons)

SOULNEIN .t 5,718 5,314 5,317 5,492 5,296
Pacific NOrtWESt .........ooeiiiiiiie e 1,305 1,247 1,195 1,243 1,664
New Zealand DOMESEIC .....cccccciieieeeees 1,371 1,300 1,204 1,346 1,462

New Zealand EXPOrt ...........eeeiiiiiiiiiiieieeeeiiiieee e

Total Sales Volume

Real Estate — acres sold

(a)
(b)
(©)

(d)

(e)

Improved Development ..........cccoooiiiiiiiieie e 44 23 47 74 —
Unimproved Development ..........cccceevieiiiiiiiieeeeeecee e 751 1,449 206 699 852
RUFAL oot 5,008 6,344 6,684 8,754 18,077
Non-Strategic / Timberlands ............cccooooiiiiiiiiiiieee e 27,811 25,653 28,751 29,737 8,919
Large DisSpositions (€) ....cccuvvieieeiiiiiiiiiie e — 49,599 92,434 — 19,556

Total ACreS SOl .....ooiiiiiieiee e 33,614 83,068 128,121 39,264 47,404

The 2017, 2016 and 2014 results included sales of $95.4 million, $207.3 million and $22.0 million, respectively, related to Large Dispositions.
The 2017, 2016 and 2014 results included a gain of $67.0 million, $143.9 million and $21.4 million, respectively, related to Large Dispositions.

Due to the adoption of ASU No. 2016-18, restricted cash is now included with cash and cash equivalents when reconciling the beginning-of-period
and end-of-period total amounts shown and therefore changes in restricted cash are no longer reported as investing activities. Prior period amounts
have been restated to conform to current period presentation.

Adjusted EBITDA is a non-GAAP financial measure and is defined as earnings before interest, taxes, depreciation, depletion, amortization, the non-
cash cost of land and improved development, non-operating income and expense, costs related to shareholder litigation, the gain on foreign currency
derivatives, Large Dispositions, costs related to the spin-off of the Performance Fibers business, internal review and restatement costs and
discontinued operations. A reconciliation of Adjusted EBITDA to Operating Income (Loss) and Net Income, respectively, is included in the following
pages and Item 7 — Performance and Liquidity Indicators.

Large Dispositions are defined as transactions involving the sale of timberland that exceed $20 million in size and do not have a demonstrable
premium relative to timberland value. Sales designated as Large Dispositions are excluded from our calculation of Adjusted EBITDA and CAD.
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Reconciliation of Operating Income (Loss) by Segment to Adjusted EBITDA by Segment
(dollars in millions)

Pacific New Corporate
Southern Northwest  Zealand Real and
Timber Timber Timber Estate Trading other Total

2018

Operating INCOME .......cuiiiiiiiiiiiieie e $44.2 $8.1 $62.8 $76.2 $1.0 ($22.3)  $170.1
Add: Depreciation, depletion and amortization ............... 58.6 32.8 28.0 23.6 — 12 144 1
Add:  Non-cash cost of land and improved development — — — 23.6 — — 23.6
Adjusted EBITDA ..ottt $102.8 $40.9 $90.8 $123.4 $1.0 ($21.1)  $337.7
2017 - Y=
Operating iNCOME .....cvevrieieierireeeare e $42.2 $1.1 $57.6 $130.9 $4.6 ($20.9) $215.5
Add: Depreciation, depletion and amortization 49.4 32.0 275 17.9 — 0.8 127.6
Add:  Non-cash cost of land and improved development — — — 13.7 — — 13.7
Add:  Costs related to shareholder litigation (a)............... — — — — — 0.7 0.7
Less: Large DiSpOSitions .........cccccoeaiuieiiieiiiieiiieiieesiienns — — — (67.0) — _ (67.0)
Adjusted EBITDA ..ottt $91.6 $33.1 $85.1 $95.5 $4.6 ($19.4)  $290.5
2016 -
Operating iNCome (I0SS) .........ccveveueeeieeieeeee e $43.1 ($4.0) $33.0 $202.4 $2.0 (%20.8) $255.8
Add: Depreciation, depletion and amortization................ 49.8 252 23.4 16.3 — 0.4 115.1
Add: Non-cash cost of land and improved development — — — 11.7 — — 11.7
Less: Costs related to shareholder litigation (a) — — — — — DD 22
Add:  Gain on foreign currency derivatives (b) ................ — — — — — (1.2) (1.2)
Less: Large DiSpOSItioNS ........cccceeeiiieeeiiiiieeeiiiieeeiiieeeenns — — — (143.9) — (143.9)
Adjusted EBITDA ...t $92.9 $21.2 $56.5 $86.6 $2.0 ($19.4) $239.7
2015 -
Operating iNCOME ............ccoeveeieeeeeeeee e eeee e $46.7 $6.9 $1.6 $45.5 $1.2 ($24.1) $77.8
Add: Depreciation, depletion and amortization................ 54.3 14.8 255 18.7 — 0.4 1927
Add:  Non-cash cost of land and improved development — — — 12.5 — — 12.5
Less: Costs related to shareholder litigation (a)............... — — — — — 4.1 4.1
Adjusted EBITDA ...t $101.0 $21.7 $27.1 $76.7 $1.2 ($19.6)  $208.1
2014 N
Operating iNCOME ............ccveueeieeeeeeeee e eeee e $45.7 $29.5 $8.7 $48.3 $1.7 ($35.6) $98.3
Add:  Depreciation, depletion and amortization............... 52.2 21.3 32.2 13.4 — 0.9 120.0
Add: Non-cash cost of land and improved development — — — 13.2 — — 13.2
Less: Large Dispositions ............ccccoceeiieieiiciinicicee — — — (21.4) — = (21.4)
Less: Internal review and restatement costs.................... — — — — — 3.4 3.4
Adjusted EBITDA ...t $97.9 $50.8 $40.9 $53.5 $1.7 ($31.3) $213.5

(a) Costs related to shareholder litigation include expenses incurred as a result of the shareholder derivative demands. See Note 10 — Contingencies.
In addition, these costs include the costs associated with class action securities litigation brought against the Company in a case styled In re Rayonier
Inc. Securities Litigation, filed in the United States District Court for the Middle District of Florida (Case No. 3:14-cv01395-RJC-JBT) and the
Company’s response to a subpoena it received from the SEC in November 2014. In July 2016, the Division of Enforcement of the SEC notified the
Company that it had concluded its investigation into the Company. In October 2017, the court entered orders approving the settlement of the class
action securities litigation and dismissing the case against all defendants with prejudice.

(b) The Company used foreign exchange derivatives to mitigate the risk of fluctuations in foreign exchange rates while awaiting the planned capital
contribution to the New Zealand subsidiary.
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Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

EXECUTIVE SUMMARY

OUR COMPANY

We are a leading timberland real estate investment trust (“REIT”) with assets located in some of the most productive
softwood timber growing regions in the U.S. and New Zealand. Our revenues, operating income and cash flows are
primarily derived from the following core business segments: Southern Timber, Pacific Northwest Timber, New Zealand
Timber, Real Estate and Trading. We own or lease under long-term agreements approximately 2.2 million acres of
timberland and real estate in Alabama, Arkansas, Florida, Georgia, Louisiana, Mississippi, Oklahoma, Oregon, South
Carolina, Tennessee, Texas and Washington. We also have a 77% ownership interest in Matariki Forestry Group, a
jointventure (“New Zealand subsidiary”), that owns or leases approximately 408,000 gross acres (289,000 net plantable
acres) of timberlands in New Zealand.

Across our timberland management segments, we sell standing timber (primarily at auction to third parties) and
delivered logs. Sales from our timber segments include all activities related to the harvesting of timber and other value-
added activities such as the licensing of properties for hunting and the leasing of properties for mineral extraction and
celltowers. We believe we are the second largest publicly-traded timberland REIT and the fifth largest private landowner
in the United States. Our Real Estate business manages all property sales and seeks to maximize the value of our
properties that are more valuable for development, recreational or residential uses than for growing timber, and
opportunistically sells non-strategic timberlands. Our Trading segment, also part of the New Zealand subsidiary, markets
and sells timber owned or acquired from third parties in New Zealand and Australia.

CURRENT YEAR DEVELOPMENTS

During 2018, we acquired approximately 30,000 acres of timberlands for $57.6 million. For additional information
on acquisitions, see Note 3 — Timberland Acquisitions.

INDUSTRY AND MARKET CONDITIONS

The demand for timber is directly related to the underlying demand for pulp, paper, packaging, lumber and other
wood products. The significant majority of timber sold in our Southern Timber segment is consumed domestically. With
a higher proportion of pulpwood, our Southern Timber segment relies heavily on downstream markets for pulp and
paper, and to a lesser extent wood pellet markets. Our Pacific Northwest Timber segment relies primarily on domestic
customers but also exports a significant volume of timber, particularly to China. Both the Southern and Pacific Northwest
Timber segments rely on the strength of U.S. lumber markets as well as underlying housing starts. Our New Zealand
Timber segment sells timber to domestic New Zealand wood products mills and also exports a significant portion of
its volume to markets in China, South Korea and India. In addition to market dynamics in the Pacific Rim, the New
Zealand Timber segment is subject to foreign exchange fluctuations, which can impact the operating results of the
segment in U.S. dollar terms.

In 2018, pricing in the U.S. South remained relatively flat to prior year. In 2019, we anticipate pricing to improve
modestly in certain southern markets driven by stronger overall demand in the U.S. South. Continued strong demand
from both export and domestic markets drove increases in delivered sawtimber pricing in the Pacific Northwest for the
first three quarters of the year with a significant decline in the fourth quarter driven by the implementation of tariffs on
log exports to China in August as well as concern regarding a potential increase in Chinese tariffs in 2019. In 2019,
we expect meaningfully lower average sawtimber prices driven by reduced export demand and market uncertainty
regarding China tariffs in the Pacific Northwest. In New Zealand, export and domestic sawtimber pricing improved
throughout the first half of the year followed by modest declines in the second half of the year due to market uncertainty
regarding China tariffs. In 2019, we expect continued strong demand and pricing as Chinese customers seek supply
from non-tariff countries will be offset by increased shipping and logging costs.

In Real Estate, we expect steady demand for rural properties and a strengthening interest in selected development
properties, particularly within Wildlight, our East Nassau mixed-use development project.
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CRITICAL ACCOUNTING POLICIES AND USE OF ESTIMATES

The preparation of financial statements requires us to establish accounting policies and make estimates,
assumptions and judgments that affect our assets, liabilities, revenues and expenses, and to disclose contingent assets
and liabilities in our Annual Report on Form 10-K. We base these estimates and assumptions on historical data and
trends, current fact patterns, expectations and other sources of information we believe are reasonable. Actual results
may differ from these estimates.

CAPITALIZED COSTS INCLUDED IN TIMBER BASIS

Timber is stated at the lower of cost or market value. Costs relating to acquiring, planting and growing timber
including real estate taxes, site preparation and direct support costs relating to facilities, vehicles and supplies are
capitalized. Annual lease payments are allocated between capital and expense based on the proportion of acres that
the Company will be able to harvest prior to lease expiration. Lease payments made within one year of expiration are
expensed as incurred. Payroll costs are capitalized for time spent on timber growing activities, while interest or any
other intangible costs are not capitalized.

MERCHANTABLE INVENTORY AND DEPLETION COSTS AS DETERMINED BY TIMBER HARVEST MODELS

An annual depletion rate is established for each particular region by dividing the cost of merchantable inventory
(including costs described above) by standing merchantable inventory volume. Pre-merchantable records are
maintained for each planted year age class, recording acres planted, stems per acre and costs of planting and tending.

Significant assumptions and estimates are used in the recording of timber inventory and depletion costs. Factors
that can impact timber volume include weather changes, losses due to natural causes, differences in actual versus
estimated growth rates and changes in the age when timber is considered merchantable. A 3% company-wide change
in estimated standing merchantable inventory would have caused an estimated change of approximately $3.7 million
to 2018 depletion expense.

Merchantable standing timberinventory is estimated by our land information services group annually, using industry-
standard computer software. The inventory calculation takes into account growth, in-growth (annual transfer of oldest
pre-merchantable age class into merchantable inventory), timberland sales and the annual harvest specific to each
business unit. The age at which timber is considered merchantable is reviewed periodically and updated for changing
harvest practices, future harvest age profiles and biological growth factors.

Acquisitions of timberland can also affect the depletion rate. Upon the acquisition of timberland, we make a
determination whether to combine the newly-acquired merchantable timber with an existing depletion pool or to create
a new pool. The determination is based on the geographic location of the new timber, the customers/markets that will
be served and species mix. During 2018, we acquired 30,000 acres of timberlands in Florida, Georgia, Texas and New
Zealand. These acquisitions did not have a material impact on 2018 depletion rates.

REVENUE RECOGNITION
See Note 1 - Summary of Significant Accounting Policies.

DETERMINING THE ADEQUACY OF PENSION AND OTHER POSTRETIREMENT BENEFIT ASSETS AND
LIABILITIES

We have one qualified non-contributory defined benefit pension plan covering a portion of our employees and an
unfunded plan that provides benefits in excess of amounts allowable under current tax law in the qualified plan. The
qualified and unfunded plans are closed to new participants.

In 2018, we recognized $0.2 million of pension and postretirement benefit credit due to the expected return on
plan assets offsetting interest costs and amortization of losses (gains). Numerous estimates and assumptions are
required to determine the proper amount of pension and postretirement liabilities and annual expense to record in our
financial statements. The key assumptions include discount rate, return on assets, health care cost trends, mortality
rates and longevity of employees. Although there is authoritative guidance on how to select most of the assumptions,
some degree of judgment is exercised in selecting these assumptions. Different assumptions, as well as actual versus
expected results, would change the periodic benefit cost and funded status of the benefit plans recognized in the
financial statements. Effective December 31, 2016, the Company froze benefits for all employees participating in the
pension plans. See Note 15 — Employee Benefit Plans for additional information.
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DEFERRED TAX ITEMS

The Timberand Real Estate operations conducted within our REIT are generally not subjectto U.S. income taxation.
We expectany variability in our effective tax rate and the amount of cash taxes to be paid to be driven by our New Zealand
Timber and Trading segments as our other business operations are conducted within our U.S. REIT subsidiaries.
However, the assessment of the ability to realize certain deferred tax assets, or estimate deferred tax liabilities, remains
subjective. See Note 9 — Income Taxes for additional information about our unrecognized tax benefits.

RESULTS OF OPERATIONS
Summary of our results of operations for the three years ended December 31:

Financial Information (in millions)

Sales
Yo LU =Yg T 0] o=y PRI $170.0 $1445  $151.2
Pacific Northwest TIMDEr ... e 109.8 91.9 77.8
New Zealand TiMDEr ... e e e e e e e 249.0 223.3 176.0
Real Estate
IMproved DeveIOPMENT ... e e e e e e e e e e nraaes 8.4 6.3 1.7
Unimproved DEVEIOPMENT ... ..ot e e e e e e e e e e e e e e e e eaeaeeaannneeeaeeeannnes 8.6 16.4 5.5
L0 = PRI 22.7 18.6 18.8
Non-Strategic / Timberlands - U.S. ... 71.0 46.3 66.1
Non-Strategic / Timberlands - N.Z. ..ot 27.9 243 1.8
Large DiSPOSItIONS  ......coiiiiiiiiiiie it e — 95.4 207.3
Total Real ESTAe ....coiiiiiieii e 138.6 207.3 301.2
L0 L0 PR 148.8 152.6 109.7
TOAI SAIES ... ettt e es $816.1 $819.7  $815.9
Operating Income
SOULNEIN TIMDEE ...ttt et e et e eteeaeeteeteeteatestaeteeneereeteaneereeseaneas $44.2 $42.2 $43.1
Pacific Northwest TIMDer ..o 8.1 1.1 (4.0)
New Zealand TIMDEr ...ttt eene s 62.8 57.6 33.0
= T ] 2= 1 (N - ) P URRRERTRN 76.2 130.9 202.4
12T 1o PP 1.0 4.6 2.0
(076] 4o Tolx= 1 CIR= 1ale Io ) (1Y RO (22.3) (20.9) (20.8)
0PEratiNng INCOMIE ... ..ottt eae e bttt eat e nae e et e naneenenean 170.1 2155 255.8
INtEreSt EXPENSE ..o e (32.1) (34.1) (32.2)
Interest/Other INCOME (EXPENSE) ...uviiiiiiiiiiiiiiee ettt e e e e e e e e e e aeeaeeeannnneeen 4.6 1.9 (0.8)
INCOME TAX EXPENSE .. ..ottt e e e e et e e e e e e et e e e e e e e sesaaaeeeeeeeananees (25.3) (21.8) (5.0)
=S T LT o L= - ) PR 117.3 161.5 217.8
Less: Net Income Attributable to Noncontrolling Interest ............cc.ccoooviiiiiiii e, (15.1) (12.7) (5.8)
Net Income Attributable to Rayonier INC. (2) ................ooooieiiiiiiiiceee e $102.2 $148.8 $212.0
Adjusted EBITDA (b)
SOUNEIN TIMDEI ...ttt et e e s te e e s reesteeteeneesseeneeaneens $102.8 $91.6 $92.9
Pacific Northwest TIMDEr ... e 40.9 33.1 21.2
New Zealand TiMDEr ...ttt e et e e e e e neesnneesneean 90.8 85.1 56.5
REAIESIAE ..ottt e e e eae e be e eae e eaaeeaneeeaneeanneeanrene 123.4 95.5 86.6
TEAAING e e e e e e aens 1.0 4.6 2.0
(7o) 4o o] =1 (3= 1 Lo Io ] (T (21.1) (19.4) (19.4)
Total Adjusted EBITDA (D) ........coooiiiiiieieee ettt et nrees $337.7  $290.5  $239.7

(a)  The 2017 and 2016 results included $67.0 million and $143.9 million related to Large Dispositions, respectively.
(b)  Adjusted EBITDA is a non-GAAP measure defined and reconciled at ltem 6 — Selected Financial Data.
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Southern Timber Overview
Sales Volume (in thousands of tons)

Pine PUIpWoOd .............ooooiiiiiiiicceeee e
Pine SawWtimber ...........ooooieieieeee e

Percentage Delivered Sales ...........cccccoeeiieiiciicceeeee
Percentage Stumpage Sales ............cccooeeeeeiiieeeceeiieeeee,

Net Stumpage Prices (dollars per ton)

Pine PUlpwood ...........cooieeeeee e
Pine Sawtimber .............ccooiiiiii e
Weighted Average Pine ..................ccooocoiei e,
Hardwood ...........ooouiiiiiiiiiie e

Summary Financial Data (in millions of dollars)

TIMbEr SaleS ..o
Less: Cut, Haul & Freight............ooooiiii,
Net Stumpage Sales ...................ooooviiiiiiiieeeeeee e,

Non-Timber Sales
Total Sales

Operating INCOME .........ccoiiiiiiiiiee e,
(+) Depreciation, depletion and amortization ........................
Adjusted EBITDA (8) ...ocoeviiiiiieeiie e

Other Data

Year-End Acres (in thousands) .............cccccoeeiiiiiii e

(a) Adjusted EBITDA is a non-GAAP measure defined and reconciled at Item 6 — Selected Financial Data.
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2018 2017 2016
3,444 3,103 3,376
2,034 1,933 1,587
5,478 5,036 4,963

240 278 354
5,718 5,314 5,317
30% 22% 27%
70% 78% 73%
$16.20 $16.14 $17.76
25.59 25.64 26.76
$19.69 $19.79 $20.64
12.27 12.58 13.91
$19.37 $19.41 $20.18
$143.9 $122.6 $132.9
(33.1) (19.5) (25.6)
$110.8 $103.1 $107.3
$26.1 $21.9 $18.3
$170.0 $144.5 $151.2
$44.2 $42.2 $43.1
58.6 49.4 49.8
$102.8 $91.6 $92.9
1,807 1,820 1,849



Pacific Northwest Timber Overview
Sales Volume (in thousands of tons)

PUulpwood .........c.ccoeviiiieeeieieeeeeeeee e
SaAWHMDET ...

Sales Volume (converted to MBF)

PUulpwood ...
SawWtimber ...

Percentage Delivered Sales ...............ccccoeeeieeeieennne.
Percentage Sawtimber Sales .................ccccooeeeinn

Delivered Log Pricing (in dollars per ton)

Pulpwood ...
SaWtimber ...,

Summary Financial Data (in millions of dollars)

TIMbEr Sales .......coommeeeeeeeee e

Non-Timber Sales
Total Sales

Operating INCOmMe (LOSS) ........ccoeeuvvieeiiiiiiieeeeicieeeeae
(+) Depreciation, depletion and amortization ..............
Adjusted EBITDA (@) ...oveeveeiiiieeeeeeeceeee e

Other Data

Year-End Acres (in thousands) .............ccccccoeeieenen.
Sawtimber (in dollars per MBF) (D) .........ovvvvvveeeeeeennnn.
Estimated Percentage of Export Volume ....................

(a) Adjusted EBITDA is a non-GAAP measure defined and reconciled at Item 6 — Selected Financial Data.

(b) Delivered sawtimber excluding chip-n-saw.
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2018 2017 2016
.......... 299 276 319
.......... 1,007 971 876
.......... 1,305 1,247 1,195
.......... 28,307 25,973 30,200
.......... 132,795 125,577 114,091
.......... 161,102 151,550 144,291
.......... 86% 83% 91%
.......... 77% 78% 73%
.......... $47.82 $40.62 $41.97
.......... 96.24 84.55 73.44
.......... $84.29 $73.89 $64.68
.......... $106.5 $88.7 $75.2
.......... (44.9) (36.7) (34.7)
.......... $61.5 $52.0 $40.5
$3.4 $3.2 $2.6
$109.8 $91.9 $77.8
.......... $8.1 $1.1 ($4.0)
.......... 32.8 32.0 25.2
.......... $40.9 $33.1 $21.2
.......... 378 378 378
.......... $725 $665 $566
.......... 23% 26% 24%



New Zealand Timber Overview

Sales Volume (in thousands of tons)

Domestic Pulpwood (Delivered) ............cccoccvevveviveereeicnnen...
Domestic Sawtimber (Delivered) .............ccocoeieiieeiiieeenen..
Export Pulpwood (Delivered).............ccooeuveeeeeeiieeeeee.
Export Sawtimber (Delivered) ..............ccooveeeeeeiiieeeeeeee.
STUMPAGE ...
Total Volume ...............ccoiiii e

Delivered Log Pricing (in dollars per ton)

Domestic Pulpwood ............ccccvvviieieeieieeeeeeeeeeeeeee
Domestic Sawtimber .............cccccooiiiiiiie e
Export Sawtimber ...
Weighted Average Log PriCe .............ccoccuveeeeeecieeeeeeceen

Summary Financial Data (in millions of dollars)

TIMDEr SAlES ...

Less: Port and Freight Costs ............cccoeeiiiiiiiiiciiecc
Net Stumpage Sales ...................ccccoooiiiiiiiiiiieceeee

Non-Timber Sales / Carbon Credits ..........cccccceevee..

Operating INCOME ........cccveiiiiieee e,

(+) Depreciation, depletion and amortization..............
Adjusted EBITDA (2) ...voeiiieiieiiee e

Other Data

New Zealand Dollar to U.S. Dollar Exchange Rate (b)
Net Plantable Year-End Acres (in thousands) ............
Export Sawtimber (in dollars per JAS m®) .................
Domestic Sawtimber (in $NZD per tonne)..................

(a) Adjusted EBITDA is a non-GAAP measure defined and reconciled at ltem 6 — Selected Financial Data.
(b) Represents the average of the month-end exchange rates for each year.

Total Sales .........oooiieeeee e
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507 448 374
864 852 820

94 106 85
1,210 1,133 932
— — 10
2,675 2,539 2,221
$37.00 $33.84 $31.75
$83.29 $81.12 $72.68
$117.03 $112.74 $98.32
$90.44 $87.61 $76.88
$241.9 $222.5 $170.7
(85.9) (80.6) (70.9)
(49.5) (39.7) (28.0)
$106.5 $102.2 $71.8
7.1 0.8 5.3
$249.0 $223.3 $176.0
$62.8 $57.6 $33.0
28.0 275 23.4
$90.8 $85.1 $56.5
0.6935 0.7108 0.6971
289 293 299
$136.07 $131.08 $114.27
$132.22 $125.43 $114.54



Real Estate Overview

Sales (in millions of dollars)

Improved Development () ...........ccoueeeiieeiiiiec e
Unimproved Development ...............uiiiieeeeiieieeeeeeee

Non-Strategic / Timberlands - U.S. ...............cccocoiiiiiiieeee,
Non-Strategic / Timberlands - N.Z. .............ccocoeeviieciiieee.
Large Dispositions (D) ..........oooiiiiiiieiiiciieee e
Total Sales ...

Acres Sold

Non-Strategic / Timberlands - U.S..............ccoceeviicieee.
Non-Strategic / Timberlands - N.Z. (C) ..........cccocveiveiveeeeeenn.
Large Dispositions (b) .........oooiiiiiieeee e
Total Acres Sold ................oooviiieiieeeeeeeee e

Price per Acre (dollars per acre)
Improved Development (a)
Unimproved Development ...............coooiiiieieiiiiiiieeeeeiieeeees

Non-Strategic / Timberlands - U.S. .............cccooiiiiiiiieeee.
Non-Strategic / Timberlands - N.Z. (d)........oooveeeiiiiiiiiiiiiinnnes
Large Dispositions (D) .......c..ooeiiieiiieeeeeeeee e
Weighted Average (Total) (€) .......cceevvvueeeiiieceiieeecee e
Weighted Average (Adjusted) (f) .......cocoeeiiiiiiiiiieeeeeeee

Total Sales (Excluding Large Dispositions) .................cc........

Operating INCoOME ............oooiiiiieeeeeceee e
(+) Depreciation, depletion and amortization - U.S................
(+) Depreciation, depletion and amortization - N.Z. ...............
(+) Non-cash cost of land and improved development - U.S.
(+) Non-cash cost of land and improved development - N.Z.
(—) Large Dispositions (D) .........ccceeieiiieciieeeiee e
Adjusted EBITDA (9) .o

2018 2017 2016
$8.4 $6.3 $1.7
8.6 16.4 55
22.7 18.6 18.8
71.0 46.3 66.1
27.9 24.3 1.8
— 95.4 207.3
$138.6 $207.3 $301.2
44 23 47
751 1,449 206
5,008 6,344 6,684
22,815 16,007 28,743
4,996 9,645 9
— 49,599 92,434
33,614 83,068 128,121
$189,154 $296,550 $37,353
11,486 11,318 26,959
4,530 2,937 2,794
3,110 2,891 2,301
5,588 2,520 3,761
— 1,922 2,242
$4,121 $3,362 $2,632
$3,878 $3,158 $2,587
$138.6 $111.9 $93.9
$76.2 $130.9 $202.4
19.1 9.0 16.3
45 8.9 —
236 13.6 9.9
— 0.1 1.8
— (67.0) (143.9)
$123.4 $95.5 $86.6

(a) Reflects land with capital invested in infrastructure improvements. Sales for the year ended December 31, 2017 are presented net of $0.6
million of deferred revenue adjustments due to remaining performance obligations. Price per acre is calculated on gross sales of $6.9 million

for the year ended December 31, 2017.

(b) Large Dispositions are defined as transactions involving the sale of timberland that exceed $20 million in size and do not have a demonstrable
premium relative to timberland value. In 2017, the Company completed two dispositions of approximately 50,000 total acres for a combined
sales price and gain of approximately $95.4 million and $67.0 million, respectively. In 2016, the Company completed two dispositions of
approximately 92,000 total acres for a combined sales price and gain of approximately $207.3 million and $143.9 million, respectively.

(c) New Zealand Non-Strategic / Timberlands represents productive acres.

(d) 2016 New Zealand Non-Strategic / Timberlands price per acre excludes the impact related to the relinquishment of a forestry right.

(e) Excludes Large Dispositions.
(f)  Excludes Improved Development and Large Dispositions.

(9) Adjusted EBITDA is a non-GAAP measure defined and reconciled at Item 6 — Selected Financial Data.

36



Capital Expenditures By Segment 2018 2017 2016
Timber Capital Expenditures (in millions of dollars)
Southern Timber
Reforestation, silvicultural and other capital expenditures........ $20.0 $17.9 $19.2
Property taXes ........ooooeiiiiiiiieceeeeee e 6.6 8.1 5.0
Lease PAYMENTS ............ooviiiiiiiiieeeeceeeeee e 4.6 4.8 5.2
Allocated overhead .............cccceeeiiiiiiiiiic e 4.2 3.7 4.2
Subtotal Southern Timber ... $35.4 $34.5 $33.6
Pacific Northwest Timber
Reforestation, silvicultural and other capital expenditures........ 6.2 7.3 5.8
Property taxes ..........ooooiiiiiiiicceeeee e 0.8 0.9 0.7
Allocated overhead .............ccccooeiiiiiiiiiieeee e, 24 2.0 1.5
Subtotal Pacific Northwest Timber........................ccccccooii . $9.3 $10.2 $8.0
New Zealand Timber
Reforestation, silvicultural and other capital expenditures........ 9.7 9.1 8.6
Property taXxes ............ceeieiiiieeiiiieieeccceee e 0.7 0.7 0.6
Lease PAYMENTES ..........oooviiiiiiiieieeceeee e 4.1 4.4 4.2
Allocated overhead ..............cccooveiiiiiieeeeecee e 2.8 2.9 2.6
Subtotal New Zealand Timber ..................cc..occoooviiiiiiiiiee, $17.3 $17.1 $16.0
Total Timber Segments Capital Expenditures ......................... $62.0 $61.8 $57.6
Real Estate ..........ooooieeee e 0.3 1.3 0.3
(070 0 o =1 (YR — 2.2 0.8
Total Capital EXpenditures................ccoovveoeeeeeeeeeeeeeeeeeeeen $62.3 $65.3 $58.7
Timberland Acquisitions
Southern TIMDEr .........ocviiiiie e $45.9 $220.0 $104.0
Pacific Northwest Timber .............cc.ccoooviiiiiiiice e — 1.5 262.5
New Zealand TiMber ............coooiiiiiiiiiiieeeeeeeeeeeeeeeeeee e 11.7 21.4 —
Total Timberland Acquisitions ......................cccccceiiiiiienee, $57.6 $242.9 $366.5
Real Estate Development Investments .................................... $9.5 $15.8 $8.7
Rayonier Office Building ........................ooooiiiiiiii e, — $6.1 $6.3
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RESULTS OF OPERATIONS, 2018 VERSUS 2017
(millions of dollars)

The following tables summarize sales, operating income and Adjusted EBITDA variances for 2018 versus 2017:

Pacific New
Southern Northwest Zealand Real
Sales Timber Timber Timber Estate Trading
2017 oo $144.5 $91.9 $223.3 $207.3 $152.6 $819.6
VOIUME ..o 7.9 2.4 11.5 0.6 (10.2) 12.2
PriCe oo (0.3) 7.1 10.0 255 7.0 49.3
Non-timber sales ...........ccc.ccccoveiiiieenn. 4.3 0.2 6.3 — (0.6) 10.2
Foreign exchange (a) ..........cccceeeeeveennne. — — (2.1) — — (2.1)
Other ......ooviiciececeeceee e 13.6 (b) 8.2 (b) — (94.8) (c) — (73.1)

2018 ..o $170.0 $109.8 $249.0 $138.6 $148.8 $816.1

(a) Net of currency hedging impact.
(b) Includes variance due to stumpage versus delivered sales.
(c) Real Estate includes $95.4 million of sales from Large Dispositions in 2017, offset by $0.6 million of deferred revenue in 2017.

Pacific New

Southern Northwest Zealand Real Corporate
Operating Income Timber Timber Timber Estate Trading and Other

...................................... $42.2 $1.1 $57.6 $130.9 $4.6 ($20.9) $215.5
Volume ......ccccoveeevieciee e, 41 0.6 4.0 0.2 — — 8.9
Price ..o (0.3) 71 (1.3) 255 — — 31.0
COSt i (0.4) (1.6) (1.9) 1.4 (3.6) (1.0) (7.1)
Non-timber income................. 4.2 0.2 5.9 — — — 10.3
Foreign exchange (a)............ — — (1.2) — — — (1.2)
Depreciation, depletion &
amortization ......................... (5.6) 0.7 0.1 (5.5) — (0.4) (10.7)
Non-cash cost of land and
improved development.......... — — — (9.3) — — (9.3)
Other .......ooveeeeceeeeeee — — (0.4) (b) (67.0) (c) — — (67.4)

2018 ... $44.2 $8.1 $62.8 $76.2 $1.0 ($22.3) $170.1

(a) Net of currency hedging impact.
(b) New Zealand Timber includes $0.4 million from a settlement received in 2017.
(c) Real Estate includes $67.0 million million of operating income from two Large Dispositions in 2017.

Pacific New

Southern Northwest Zealand Real Corporate
Adjusted EBITDA (a) Timber Timber Timber Estate Trading and Other

...................................... $91.6 $33.1 $85.1 $95.5 $4.6 ($19.4) $290.5
Volume ......ccooovevieeiieieee 7.7 2.1 53 0.4 — — 15.5
Price ....cooooiii (0.3) 71 (1.3) 255 — — 31.0
COSt i (0.4) (1.6) (1.9) 1.4 (3.6) (1.7) (7.8)
Non-timber income ................ 4.2 0.2 5.9 — — — 10.3
Foreign exchange (b) ............ — — (1.9) — — — (1.9)
Other ......ccocvvveiieeeecee = — (0.4) (c) 0.6 (d) — 0.2

2018 ... $102.8 $40.9 $90.8 $123.4 $1.0 ($21.1) $337.7

(a) Adjusted EBITDA is a non-GAAP measure defined and reconciled at ltem 6 — Selected Financial Data.

(b) Net of currency hedging impact.
(c) New Zealand Timber includes $0.4 million of operating income from a settlement received in 2017.
(d) Real Estate includes $0.6 million of deferred revenue in 2017.
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SOUTHERN TIMBER

Full-year sales of $170.0 million increased $25.5 million, or 18%, versus the prior year. This increase in sales
includes a $4.3 million increase in non-timber sales versus the prior year. Harvest volumes increased 8% to 5.72 million
tons in the current year versus 5.31 million tons in the prior year. Average pine sawtimber and pulpwood stumpage
prices of $25.59 per ton and $16.20 per ton, respectively, were relatively flat to the prior year.

Operating income of $44.2 million increased $2.0 million versus the prior year due to favorable volumes ($4.1
million), higher non-timber income ($4.2 million), partially offset by higher depletion rates ($5.6 million), higher costs
(%0.4 million), and modestly lower prices ($0.3 million) due to product mix. Full-year Adjusted EBITDA of $102.8 million
was $11.2 million above the prior year.

PACIFIC NORTHWEST TIMBER

Full-year sales of $109.8 million increased $17.9 million, or 19%, versus the prior year. Included in this increase
is a $0.2 million increase in non-timber sales versus the prior year. Harvest volumes increased 5% to 1.31 million tons
versus 1.25 million tons in the prior year as demand for timber was strong in the Pacific Northwest during the first three
quarters of the year. Average delivered sawtimber prices increased 14% to $96.24 per ton versus $84.55 per ton in
the prior year, while average delivered pulpwood prices increased 18% to $47.82 per ton versus $40.62 per ton in the
prior year. Sawtimber prices reflected strong export and domestic sawtimber markets for most of the year before market
conditions deteriorated in the fourth quarter due to tariffs on log exports to China.The increase in average pulpwood
prices was due to species mix and a decrease in supply of wood chip residuals from sawmills.

Operating income of $8.1 million versus $1.1 million in the prior year was primarily due to higher prices ($7.1
million), higher volumes ($0.6 million), lower depletion rates ($0.7 million), and higher non-timber income ($0.2 million),
partially offset by unfavorable costs ($1.6 million). Full-year Adjusted EBITDA of $40.9 million was $7.8 million above
the prior year.

NEW ZEALAND TIMBER

Full-year sales of $249.0 million increased $25.7 million, or 12%, versus the prior year. This increase in sales
includes a $6.3 million increase in non-timber/carbon credit sales versus the prior year. Harvest volumes increased
5% to 2.68 million tons versus 2.54 million tons in the prior year due to incremental volume from recent acquisitions.
Average delivered prices for export sawtimber increased 4% to $117.03 per ton versus $112.74 per ton in the prior
year, while average delivered prices for domestic sawtimber increased 3% to $83.29 per ton versus $81.12 in the prior
year. The increase in export sawtimber prices was primarily due to stronger demand from China, while the increase
in domestic sawtimber prices (in U.S. dollar terms) was driven primarily by stronger local demand for construction
materials, partially offset by a modest decline in the NZ$/US$ exchange rate (US$0.69 per NZ$1.00 versus US$0.71
per NZ$1.00). Excluding the impact of foreign exchange rates, domestic sawtimber prices increased 5% from the prior
year.

Operating income of $62.8 million increased $5.2 million versus the prior year due to higher non-timber and carbon
creditincome ($5.9 million), higher volumes ($4.0 million), and lower depletion rates ($0.1 million), which were partially
offset by higher forest management costs ($1.9 million), lower prices ($1.3 million), unfavorable foreign exchange
impacts ($1.2 million) and a settlement received in 2017 ($0.4 million). Full-year Adjusted EBITDA of $90.8 million was
$5.7 million above the prior year.

REAL ESTATE

Full-year sales of $138.6 million decreased $68.8 million versus the prior year, while operating income of $76.2
million decreased $54.6 million versus the prior year. Full-year 2017 sales and operating income include $95.4 million
and $67.0 million, respectively, from Large Dispositions. Sales and operating income decreased primarily due to lower
volumes (33,614 acres sold versus 83,068 acres sold in the prior year), partially offset by higher weighted average
prices ($4,121 per acre versus $2,502 per acre in the prior year). Full-year Adjusted EBITDA of $123.4 million was
$27.9 million above the prior year.

TRADING

Full-year sales of $148.8 million decreased $3.8 million versus the prior year due to lower volumes, partially offset
by higher prices. Sales volumes decreased 7% to 1.31 million tons versus 1.41 million tons in the prior year period.
Average prices increased 5% to $112.96 per ton versus $107.60 per ton in the prior year primarily due to stronger
demand from China. Operating income of $1.0 million decreased $3.6 million versus the prior year.
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CORPORATE AND OTHER EXPENSE/ELIMINATIONS

Full-year corporate and other operating expense of $22.3 million increased $1.4 million versus the prior year due
to higher selling, general and administrative costs ($1.7 million), higher depreciation expense ($0.4 million). These
increases were partially offset by lower costs related to shareholder litigation ($0.7 million).

INTEREST EXPENSE
Full-year interest expense of $32.1 million decreased $2.0 million versus the prior year period due to lower average
outstanding debt versus the prior year period.
INTEREST AND MISCELLANEOUS INCOME (EXPENSE), NET

Other non-operating income was $4.6 million in 2018 versus income of $1.9 million in 2017. The 2018 results were
comprised of favorable mark-to-market adjustments on foreign currency exchange contracts related to shareholder
distributions from the New Zealand subsidiary, interest income and net periodic pension credits.

INCOME TAX EXPENSE

Full-year income tax expense of $25.2 million increased $3.6 million versus the prior year period. The increase in
income tax expense versus the prior year was due to improved results from the New Zealand subsidiary, which is the
primary driver of income tax expense.

OUTLOOK FOR 2019

In 2019, we expect to achieve harvest volumes in our Southern Timber segment of 6.2 to 6.3 million tons, while
we expect modest pricing improvements in certain regions driven by stronger overall demand.

In our Pacific Northwest Timber segment, we expect to achieve harvest volumes of 1.3 to 1.4 million tons, while
we expect meaningfully lower average sawtimber prices driven by reduced export demand and market uncertainty
regarding China tariffs.

In our New Zealand Timber segment, we expect to achieve harvest volumes of 2.7 to 2.8 million tons, while we
expect continued strong demand and pricing as Chinese customers seek supply from non-tariff countries, which we
expect will be offset by increased shipping and logging costs.

In our Real Estate segment, we remain focused on opportunistically unlocking the long-term value of our HBU
development and rural property portfolio, and thus continue to expect that period-to-period results will be uneven.
Following outsized Real Estate results in 2018, we currently anticipate more normalized transaction activity in 2019.

Our 2019 outlook is subject to a number of variables and uncertainties, including those discussed at Item 1A —
Risk Factors.

RESULTS OF OPERATIONS, 2017 VERSUS 2016
(millions of dollars)

The following tables summarize the sales, operating income and Adjusted EBITDA variances for 2017 versus 2016:

Pacific New

Southern Northwest Zealand
Timber Timber Timber Real Estate Trading

........................................... $151.2 $77.8 $176.0 $301.2 $109.7 $815.9
Volume .....ccoocvveeieceeeeeeee e (0.1) 1.8 24.6 (5.8) 255 46.0
Price ..o (4.2) 9.7 26.3 24.4 17.4 73.6
Non-timber sales ......................... 3.6 0.6 (4.7) — — (0.5)
Foreign exchange (a).................. — — 1.1 — — 1.1
Other (B) cvooveveeiiiieceeecee (6.0) (b) 2.0 (b) — (112.5) (c) — (116.5)

2017 o $144.5 $91.9 $223.3 $207.3 $152.6 $819.7

(a) Net of currency hedging impact.

(b) Includes variance due to stumpage versus delivered sales.

(c) Real Estate includes $95.4 million of sales from Large Dispositions in 2017, offset by $207.3 million of sales from Large Dispositions in
2016 and $0.6 million of deferred revenue in 2017.
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Pacific New

Southern Northwest Zealand Real Corporate
Operating Income Timber Timber Timber Estate Trading  and Other
2016 ... $43.1 ($4.0) $33.0 $202.4 $2.0 ($20.8) $255.8
Volume ......ccccoveviiiieeee (0.2) 0.4 7.2 (3.9) — — 3.5
Price .....oooveeeiieeeeee (4.2) 9.7 20.3 24.4 — — 50.2
CoSt i 0.6 0.3 (1.2) (0.5) 2.6 0.3 21
Non-timber income ............. 24 0.4 (4.1) — — — (1.3)
Foreign exchange (a) ......... — — 25 — — — 2.5
Depreciation, depletion &
amortization ....................... 0.5 (5.7) (0.5) (2.6) — (0.4) (8.7)
Non-cash cost of land and
real estate sold ................... — — — (2.7) — — (2.7)
Other (B) .vveveceeeeeeieie — — 0.4 (b) (86.2) (c) — — (85.8)
2017 e $42.2 $1.1 $57.6 $130.9 $4.6 ($20.9) $215.5

(a) Net of currency hedging impact.

(b) New Zealand Timber includes $0.4 million from a settlement received in 2017.

(c) Real Estate included $67.0 million of operating income from two Large Dispositions in 2017, offset by $0.6 million of deferred operating
income in 2017, $143.9 million of operating income from Large Dispositions in 2016 and receipt of $8.7 million in deferred payments with
respect to prior land sales.

Pacific New
Southern Northwest Zealand Real Corporate

Adjusted EBITDA (a) Timber Timber Timber Estate Trading and Other Total

2016 ... $92.9 $21.2 $56.5 $86.6 $2.0 ($19.4) $239.7
Volume ......ccoovvveeieeeee, (0.1) 1.5 10.3 (5.7) — — 6.0
Price ..o (4.2) 9.7 20.3 24.4 — — 50.2
COSt i 0.6 0.3 (1.2) (0.5) 2.6 — 1.8
Non-timber income .................. 24 0.4 (4.1) — — — (1.3)
Foreign exchange (b)............... — — 29 — — — 2.9
Other .....cccoovieiieececeee = = 0.4 (c) (9.3) (d) — — (8.9)
2017 e $91.6 $33.1 $85.1 $95.5 $4.6 ($19.4) $290.5

(a) Adjusted EBITDA is a non-GAAP measure defined and reconciled at Item 6 — Selected Financial Data.

(b) Net of currency hedging impact.

(c) New Zealand Timber includes $0.4 million of operating income from a settlement received in 2017.

(d) Real Estate includes $0.6 million of deferred revenue in 2017 and receipt of $8.7 million in deferred payments in 2016 with respect to prior
land sales.

SOUTHERN TIMBER

Full-year 2017 sales of $144.5 million decreased $6.7 million, or 4%, versus the prior year. This decrease in sales
includes a $3.6 million increase in non-timber sales versus the prior year. Harvest volumes were relatively flat at 5.31
million tons versus 5.32 million tons in the prior year. Average pine sawtimber stumpage prices decreased 4% to $25.64
per ton versus $26.76 per ton in the prior year, while average pine pulpwood stumpage prices decreased 9% to $16.14
per ton versus $17.76 per ton in the prior year. The modest decrease in average sawtimber prices was driven by lower
demand in the Gulf states as well as geographic mix due to hurricanes affecting the ability to harvest volume in one
of the Company’s higher-priced sawtimber regions. The decrease in average pulpwood prices was due to salvage
volume from the West Mims fire and increased supply as a result of extended dry weather along the east coast during
the first half of the year. Overall, weighted-average stumpage prices (including hardwood) decreased 4% to $19.41
per ton versus $20.18 per ton in the prior year.

Operating income of $42.2 million decreased $0.9 million versus the prior year due to lower weighted-average
stumpage prices ($4.2 million), lower volumes ($0.2 million), higher severance and franchise taxes ($0.4 million) and
higher lease land expenses ($0.4 million), which were partially offset by higher non-timber income ($2.4 million), lower
depreciation and amortization ($0.5 million), and lower overhead expense ($1.4 million). Full-year Adjusted EBITDA
of $91.6 million was $1.3 million below the prior year.
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PACIFIC NORTHWEST TIMBER

Full-year 2017 sales of $91.9 million increased $14.1 million, or 18%, versus the prior year. Included in thisincrease
is a $0.6 million increase in non-timber sales versus the prior year. Harvest volumes increased 4% to 1.25 million tons
versus 1.20 million tons in the prior year. Average delivered sawtimber prices increased 15% to $84.55 per ton
versus $73.44 per ton in the prior year, while average delivered pulpwood prices decreased 3% to $40.62 per ton
versus $41.97 per ton in the prior year. The increase in average sawtimber prices was due to stronger domestic and
export sawtimber markets as well as a more favorable species mix. The decrease in average pulpwood prices was
due to an increase in volume from a lower-priced region and an increase in the availability of wood chip residuals from
lumber mills, which in turn reduced the demand for pulpwood logs.

Operating income of $1.1 million versus operating loss of $4.0 million in the prior year was primarily due
to higher prices ($9.7 million), lower overhead expense ($0.6 million), higher volumes ($0.4 million) and higher non-
timber income ($0.4 million), partially offset by higher depletion rates resulting from our Menasha acquisition ($5.7
million) and higher road maintenance and other costs ($0.3 million), Full-year Adjusted EBITDA of $33.1
million was $11.9 million above the prior year.

NEW ZEALAND TIMBER

Full-year 2017 sales of $223.3 million increased $47.3 million, or 27%, versus the prior year. This increase in sales
includes a $4.7 million decrease in non-timber sales versus the prior year. Harvest volumes increased 14% to 2.54
million tons versus 2.22 million tons in the prior year due to incremental volume from recent acquisitions. Average
delivered prices for export sawtimber increased 15% to $112.74 per ton versus $98.32 per ton in the prior year, while
average delivered prices for domestic sawtimber increased 12% to $81.12 per ton versus $72.68 in the prior year.
The increase in export sawtimber prices was primarily due to stronger demand from China, while the increase in
domestic sawtimber prices (in U.S. dollar terms) was driven primarily by stronger local demand for construction materials
and a modest rise in the NZ$/US$ exchange rate (US$0.71 per NZ$1.00 versus US$0.70 per NZ$1.00). Excluding
the impact of foreign exchange rates, domestic sawtimber prices increased 10% from the prior year.

Operating income of $57.6 million increased $24.6 million versus the prior year due to higher prices ($20.3 million),
higher volumes ($7.2 million), favorable foreign exchange impacts ($2.5 million) and higher other income ($0.4 million),
which were partially offset by lower carbon sales ($4.1 million), higher forest management costs ($1.2 million) and
higher depletion rates ($0.5 million). Full-year Adjusted EBITDA of $85.1 million was $28.6 million above the prior year.

REAL ESTATE

Full-year 2017 sales of $207.3 million decreased $93.9 million versus the prior year, while operating income of
$130.9 million decreased $71.5 million versus the prior year. Full-year sales and operating income include $95.4 million
and $67.0 million, respectively, from Large Dispositions in 2017 and $207.3 million and $143.9 million in the prior year.
Sales and operating income decreased primarily due to lower volumes (83,068 acres sold versus 128,121 acres sold
in the prior year), partially offset by higher weighted average prices ($2,502 per acre versus $2,351 per acre in the
prior year). Full-year operating income also decreased due to the receipt of $8.7 million in deferred payments in 2016
with respect to prior land sales. Full-year Adjusted EBITDA of $95.5 million was $8.9 million above the prior year.

TRADING

Full-year 2017 sales of $152.6 million increased $42.9 million versus the prior year due to higher volumes and
prices. Sales volumes increased 24% to 1.41 million tons versus 1.14 million tons in the prior year due to increased
volume from existing suppliers and stumpage blocks purchased from third-parties, coupled with improving export
market demand. Average prices increased 13% to $107.60 per ton versus $95.22 per ton in the prior year primarily
due to stronger demand from China. Operating income of $4.6 million increased $2.6 million versus the prior year.

CORPORATE AND OTHER EXPENSE/ELIMINATIONS

Full-year 2017 corporate and other operating expense of $20.9 million increased $0.1 million versus the prior year
due to higher depreciation expense ($0.4 million), the prior year gain on foreign currency derivatives ($1.2 million),
higher selling, general and administrative costs ($0.2 million) and a reduction in overhead costs historically allocated
to operating segments ($4.1 million) as a result of pension and organizational changes made in the fourth quarter of
2016. These increases were partially offset by lower costs related to shareholder litigation ($1.5 million), the prior year
transaction costs related to the Menasha acquisition ($1.0 million), and lower pension costs ($3.3 million).
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INTEREST EXPENSE

Interest expense of $34.1 million in 2017 increased $1.9 million versus the prior year period due to higher average
outstanding debt versus the prior year period.

INTEREST AND MISCELLANEOUS INCOME (EXPENSE), NET

Other non-operating income was $1.9 million in 2017 versus expense of $0.8 million in 2016. The 2016 results
were comprised of unfavorable mark-to-market adjustments on New Zealand subsidiary interest rate swaps.

INCOME TAX (EXPENSE) BENEFIT

Full-year 2017 income tax expense of $21.8 million increased $16.8 million versus the prior year period. The
increase in income tax expense versus the prior year was due to improved results from the New Zealand subsidiary,
which is the primary driver of income tax expense.

LIQUIDITY AND CAPITAL RESOURCES

Our principal source of cash is cash flow from operations, primarily the harvesting of timber and sales of real estate.
As a REIT, our main use of cash is dividends. We also use cash to maintain the productivity of our timberlands through
replanting and silviculture. Our operations have generally produced consistent cash flow and required limited capital
resources. Short-term borrowings have helped fund working capital needs while acquisitions of timberlands generally
require funding from external sources or Large Dispositions.

SUMMARY OF LIQUIDITY AND FINANCING COMMITMENTS

As of December 31,

(in_ millions of dollars) 2018 2017 2016
Cash and cash eqUIVaIENES ...........ooiiuiiiiiiiicie e $148.4 $112.7 $85.9

B o= [T o) - ) 975.0 1,028.4 1,065.5
Shareholders’ EQUILY .......ueeeiiiiiiieieiee et e e e e e e e e e e e e e ennneneee 1,654.6 1,693.0 1,496.9
Net Income Attributable to Rayonier INC. ..o, 102.2 148.8 212.0
Adjusted EBITDA (D) et e e e 337.7 290.5 239.7
Total capitalization (total debt plus €quity)........ccceeriiiiiiie e 2,629.6 2,721.4 2,562.4
Debt to capital ratio ..o 37% 38% 42%
Debt to Adjusted EBITDA (D) ..uveeiieieiiiiie et 2.9 3.5 4.4
Net debt to Adjusted EBITDA (D)(C) +eeeitereiitiieeiiiee ittt 24 3.2 4.1
Net debt to enterprise value (C)(d) ...oooouveiiiiiii e 19% 18% 23%

(a) Total debt as of December 31, 2018, 2017 and 2016 is presented gross of deferred financing costs of $2.4 million, $3.0 million and $3.6
million, respectively.

(b)  For a reconciliation of Adjusted EBITDA to net income see Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Performance and Liquidity Indicators.

(c)  Netdebtis calculated as total debt less cash and cash equivalents.

(d)  Enterprise value is calculated as the number of shares outstanding multiplied by the Company’s share price, plus net debt, at December 31,
2018.

LIQUIDITY FACILITIES
See Note 5 — Debt for information on liquidity facilities and other outstanding debt, as well as for information on

covenants that must be met in connection with our Senior Notes, Term Credit Agreement, Incremental Term Loan
Agreement and the Revolving Credit Facility.
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CASH FLOWS

The following table summarizes our cash flows from operating, investing and financing activities for each of the
three years ended December 31 (in millions of dollars):

2018 2017 2016
Total cash provided by (used for):
Operating @CtVItIES ........ooeiiieieii e $310.1  $256.3  $203.8
INVESEING ACHIVITIES ...t e (132.9) (235.3) (235.0)
FINANCING ACHVILIES ........cooiiiiiieeee e e e (193.7) (6.9) 114.4
Effect of exchange rate changes oncash ... 0.6 0.6 (0.9)
Change in cash, cash equivalents and restricted cash ...........c..ccccoceeeviiiiiiieccciec, ($15.9) $14.7 $82.3

CASH PROVIDED BY OPERATING ACTIVITIES

Cash provided by operating activities increased $53.8 million versus the prior year due to favorable operating
results.

CASH USED FOR INVESTING ACTIVITIES

Cash used for investing activities decreased $102.4 million versus the prior year primarily due to a $90.1 million
decrease in cash used for acquisitions (net of proceeds from Large Dispositions), a $6.3 million decrease in real estate
development investments, a $6.1 million decrease in the construction costs on the Rayonier office building and a $3.0
million decrease in capital expenditures.

CASH USED FOR FINANCING ACTIVITIES

Cash used for financing activities in 2018 reflects dividend payments of $136.8 million, net repayments of $53.4
million in debt, $11.2 million of distributions to the minority shareholder, offset by $8.6 million of proceeds from the
issuance of common stock under the incentive stock plan.

RESTRICTED CASH
See Note 19 — Restricted Cash for further information regarding funds deposited with a third-party intermediary.
CREDIT RATINGS

Both our ability to obtain financing and the related costs of borrowing are affected by our credit ratings, which are
periodically reviewed by the rating agencies. As of December 31, 2018, our credit ratings from S&P and Moody’s were
“BBB-" and “Baa3,” respectively, with both services listing our outlook as “Stable.”

STRATEGY

We continuously evaluate our capital structure. Our strategy is to maintain a weighted-average cost of capital
competitive with other timberland REITs and TIMOs, while maintaining an investment grade debt rating as well as
retaining the flexibility to actively pursue capital allocation opportunities as they become available. Overall, we believe
we have adequate liquidity and sources of capital to run our businesses efficiently and effectively and to maximize the
value of our timberland and real estate assets under management.

EXPECTED 2019 EXPENDITURES

Capital expenditures in 2019 are forecasted to be between $65 million and $69 million, excluding any strategic
timberland acquisitions we may make. Capital expenditures are expected to be primarily comprised of seedling planting,
fertilization and other silvicultural activities, property taxes, lease payments, allocated overhead and other capitalized
costs. Aside from capital expenditures, we may also acquire timberland as we actively evaluate acquisition opportunities.

Real estate development investments in 2019 are expected to be between $8 million and $11 million, net of
anticipated reimbursements from community development bonds. Expected real estate development investments are
primarily related to Wildlight, our mixed-use community development project located north of Jacksonville, Florida at
the interchange of 1-95 and State Road A1A.

Our 2019 dividend payments are expected to be approximately $140 million assuming no change in the quarterly
dividend rate of $0.27 per share or material changes in the number of shares outstanding.

Future share repurchases, if any, will depend on the Company’s liquidity and cash flow, as well as general market
conditions and other considerations including capital allocation priorities.
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We made $2.7 million of required pension contributions in 2018. We have approximately $1.4 million of pension
contribution requirements in 2019 and may make discretionary contributions in the future.

Cash income tax payments in 2019 are expected to be approximately $3 million, primarily due to the New Zealand
subsidiary.

PERFORMANCE AND LIQUIDITY INDICATORS

The discussion below is presented to enhance the reader’s understanding of our operating performance, liquidity,
ability to generate cash and satisfy rating agency and creditor requirements. This information includes two measures
of financial results: Adjusted Earnings before Interest, Taxes, Depreciation, Depletion and Amortization (“Adjusted
EBITDA”), and Cash Available for Distribution (“CAD”). These measures are not defined by Generally Accepted
Accounting Principles (“GAAP”) and the discussion of Adjusted EBITDA and CAD is not intended to conflict with or
change any of the GAAP disclosures described above. Management considers these measures to be important to
estimate the enterprise and shareholder values of the Company as a whole and of its core segments, and for allocating
capital resources. In addition, analysts, investors and creditors use these measures when analyzing our operating
performance, financial condition and cash generating ability. Management uses Adjusted EBITDA as a performance
measure and CAD as a liquidity measure. Adjusted EBITDA and CAD as defined may not be comparable to similarly
titted measures reported by other companies. These measures should not be considered in isolation from, and are
not intended to represent an alternative to, our results reported in accordance with GAAP.

Adjusted EBITDA is defined as earnings before interest, taxes, depreciation, depletion, amortization, the non-cash
cost of land and improved development, non-operating income and expense, costs related to shareholder litigation,
the gain on foreign currency derivatives, Large Dispositions, costs related to the spin-off of the Performance Fibers
business, internal review and restatement costs and discontinued operations. Below is a reconciliation of Net Income
to Adjusted EBITDA for the five years ended December 31 (in millions of dollars):

2018 2017 2016 2015 2014
Net Income to Adjusted EBITDA Reconciliation

NEt INCOME ..ot $117.3 $161.5 $217.8  $43.9  $97.8
Interest, net, continuing operations ................ccccccciviieeeeenn.. 29.7 32.2 33.0 34.7 49.7
Income tax expense (benefit), continuing operations............ 25.2 21.8 5.0 (0.9) (9.6)
Depreciation, depletion and amortization .......................c..... 144 1 127.6 115.1 113.7 120.0
Non-cash cost of land and improved development................ 23.6 13.7 11.7 12.5 13.2
Non-operating (iNCOME) EXPENSE .......ccuuveeveeiciiiiei e (2.2) — — 0.1 —
Costs related to shareholder litigation (2) .....cccvvvveeeeeiiiiinnnes — 0.7 2.2 4.1 —
Gain on foreign currency derivatives (b) .......ccccvvveeeeeiiiiiiinne. — — (1.2) — —
Large DisSpoSitions (C) ...uuvveeieieeeeeiiiieicciiieeeee e, — (67.0) (143.9) — (21.4)
Cost related to spin-off of Performance Fibers..................... — — — — 3.8
Internal review and restatement costs ..............cccco — — — — 3.4
Net income from discontinued operations ..............cccceeenueee. — — — — (43.4)

Adjusted EBITDA ..o $337.7 $290.5 $239.7 $208.1 $213.5

(a) Costs related to shareholder litigation include expenses incurred as a result of the shareholder derivative demands. See Note 10 —
Contingencies. In addition, these costs include the costs associated with class action securities litigation brought against the Company in a
case styled In re Rayonier Inc. Securities Litigation, filed in the United States District Court for the Middle District of Florida (Case No. 3:14-
cv01395-RJC-JBT) and the Company'’s response to a subpoena it received from the SEC in November 2014. In July 2016, the Division of
Enforcement of the SEC notified the Company that it had concluded its investigation into the Company. In October 2017, the court entered
orders approving the settlement of the class action securities litigation and dismissing the case against all defendants with prejudice.

(b) Gain on foreign currency derivatives is the gain resulting from the foreign exchange derivatives the Company used to mitigate the risk of
fluctuations in foreign exchange rates while awaiting the capital contribution to the New Zealand subsidiary.

(c) Large Dispositions are defined as transactions involving the sale of timberland that exceed $20 million in size and do not have a demonstrable
premium relative to timberland value.

See Iltem 6 — Selected Financial Data for a reconciliation of Adjusted EBITDA to Operating Income by segment
as well as Iltem 7 — Results of Operations for an analysis of changes in Adjusted EBITDA from the prior year.
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CAD is a non-GAAP measure of cash generated during a period which is available for common stock dividends,
distributions to the New Zealand minority shareholder, repurchase of the Company’s common shares, debt reduction
and strategic acquisitions. We define CAD as Cash Provided by Operating Activities adjusted for capital spending
(excluding timberland acquisitions, real estate development investments and spending on the Rayonier office building),
Large Dispositions, cash provided by discontinued operations and working capital and other balance sheet changes.
In compliance with SEC requirements for non-GAAP measures, we reduce CAD by mandatory debt repayments which
results in the measure entitled “Adjusted CAD.” CAD and Adjusted CAD generated in any period is not necessarily
indicative of the amounts that may be generated in future periods.

Below is a reconciliation of Cash Provided by Operating Activities to Adjusted CAD for the five years ended
December 31 (in millions):

2018 2017 2016 2015 2014
Cash provided by operating activities $310.1 $256.3  $203.8  $177.2  $320.4
Capital expenditures from continuing operations (a) (62.3) (65.3) (58.7) (57.3) (63.7)
Large Dispositions (b) — — — — (21.4)
Cash flow from discontinued operations — — — — (102.4)
Working capital and other balance sheet changes (7.7) (2.3) (0.8) (2.5) (39.5)
CAD $240.1 $188.7 $144.3 $1174 $93.4
Mandatory debt repayments (c) — — (31.5) (131.0) —
Adjusted CAD $240.1 $188.7 $112.8 ($13.6) $93.4
Cash used for investing activities (d) ($132.9) ($235.3) ($235.0) ($149.5) ($258.9)
Cash (used for) provided by financing activities ($193.7) ($6.9) $114.4 ($116.5) ($161.4)

(a) Capital expenditures exclude timberland acquisitions, real estate development investments and spending on the Rayonier office building.

(b) Large Dispositions are defined as transactions involving the sale of timberland that exceed $20 million in size and do not have a demonstrable
premium relative to timberland value.

(c) Excludes debt repayments on the New Zealand subsidiary noncontrolling interest shareholder loan. See Note 5 — Debt for additional
information.

(d) Due to the adoption of ASU No. 2016-18, restricted cash is now included with cash and cash equivalents when reconciling the beginning-of-
period and end-of-period total amounts shown and therefore changes in restricted cash are no longer reported as investing activities. Prior
period amounts have been restated to conform to current period presentation.

The following table provides supplemental cash flow data for the five years ended December 31 (in millions):

2018 2017 2016 2015 2014
Purchase of timberlands ($57.6) ($242.9) ($366.5) ($98.4) ($130.9)
Real Estate Development Investments (9.5) (15.8) (8.7) (2.7) (3.7)
Distributions to New Zealand minority shareholder (a) (14.4) (15.8) (4.9) (1.4) (1.2)
Rayonier Office Building — (6.1) (6.3) (0.9) —

(a) Includes debt repayments on the New Zealand subsidiary noncontrolling interest shareholder loan. See Note 5 — Debt for additional
information.

OFF-BALANCE SHEET ARRANGEMENTS

We utilize off-balance sheet arrangements to provide credit support for certain suppliers and vendors in case of
their default on critical obligations, and collateral for certain self-insurance programs that we maintain. These
arrangements consist of standby letters of credit and surety bonds. As part of our ongoing operations, we also
periodically issue guarantees to third parties. Off-balance sheet arrangements are not considered a source of liquidity
or capital resources and do not expose us to material risks or material unfavorable financial impacts. See Note 11 —
Guarantees for further discussion.
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CONTRACTUAL FINANCIAL OBLIGATIONS

In addition to using cash flow from operations and proceeds from Large Dispositions, we finance our operations
and acquisitions through the issuance of debt and by entering into leases. These financial obligations are recorded in
accordance with accounting rules applicable to the underlying transaction, with the result that some are recorded as
liabilities on the Consolidated Balance Sheets, while others are required to be disclosed in the Notes to Consolidated
Financial Statements and Management’s Discussion and Analysis.

The following table aggregates our contractual financial obligations as of December 31, 2018 and anticipated cash
spending by period:

Payments Due by Period

Contractual Financial Obligations (in millions) Total 2019 2020-2021 2022-2023 Thereafter
Long-term debt (2) .....cceeeeieieieieie e $975.0 — — $325.0 $650.0
Interest payments on long-term debt (b) .........ccceeeee. 211.3 38.9 77.9 56.6 37.9
Operating leases — timberland...............ccccceiiiiiieennn. 178.8 8.8 16.7 15.7 137.6
Operating leases — PP&E, offices.........cccccvvviveeenennn. 4.6 1.2 2.0 1.4 —
Commitments — derivatives (c) 1.6 1.6 — — —
Commitments — other (d) .....veeeeeveeiieeiiiiiieeee 2.9 2.6 0.3 — —

Total contractual cash obligations....................... $1,374.2 $53.1 $96.9 $398.7 $825.5

(a) The book value of long-term debt, net of deferred financing costs, is currently recorded at $972.6 million on the Company’s Consolidated
Balance Sheet, but upon maturity the liability will be $975.0 million.

(b) Projectedinterest payments for variable-rate debt were calculated based on outstanding principal amounts and interest rates as of December 31,
2018.

(c) Commitments — derivatives represent payments expected to be made on derivative financial instruments (foreign exchange contracts and
interest rate swaps). See Note 13 — Derivative Financial Instruments and Hedging Activities.

(d) Commitments — other include $1.4 million of pension contribution requirements in 2019 based on actuarially determined estimates and IRS
minimum funding requirements, payments expected to be made on the construction of the Wildlight development project and other purchase
obligations. For additional information on the pension contribution see Note 15 — Employee Benefit Plans.

Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to various market risks, including changes in interestrates, commaodity prices and foreign exchange
rates. Our objective is to minimize the economic impact of these market risks. We use derivatives in accordance with
policies and procedures approved by the Audit Committee of the Board of Directors. Derivatives are managed by a
senior executive committee whose responsibilities include initiating, managing and monitoring resulting exposures.
We do not enter into financial instruments for trading or speculative purposes.

Interest Rate Risk

We are exposed to interest rate risk through our variable rate debt, primarily due to changes in LIBOR. However,
we use interest rate swaps to manage our exposure to interest rate movements on our term credit agreements by
swapping existing and anticipated future borrowings from floating rates to fixed rates. As of December 31, 2018 we
had $650 million of U.S. long-term variable rate debt. The notional amount of outstanding interest rate swap contracts
with respect to this debt at December 31, 2018 was also $650 million. The term credit agreement and associated
interest rate swaps mature in August 2024 and the incremental term loan agreement and associated interest rate
swaps mature in May 2026. At this borrowing level, a hypothetical one-percentage point increase/decrease in interest
rates would result in no corresponding increase/decrease in interest payments and expense over a 12-month period.

The fair market value of our long-term fixed interest rate debt is also subject to interest rate risk. The estimated
fair value of our long-term fixed rate debt at December 31, 2018 was $326 million compared to the $325 million principal
amount. We use interest rates of debt with similar terms and maturities to estimate the fair value of our debt. Generally,
the fair market value of fixed-rate debt will increase as interest rates fall and decrease as interest rates rise. Ahypothetical
one-percentage point increase/decrease in prevailing interest rates at December 31, 2018 would result in a
corresponding decrease/increase in the fair value of our long-term fixed rate debt of approximately $10 million.

We estimate the periodic effective interestrate on our U.S. long-term fixed and variable rate debt to be approximately
3.3% after consideration of interest rate swaps and estimated patronage refunds, excluding unused commitment fees
on the revolving credit facility.
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The following table summarizes our outstanding debt, interest rate swaps and average interest rates, by year of
expected maturity and their fair values at December 31, 2018:

(Dollars in thousands) 2019 2020 2021 2022 2023 Thereafter Total Fair Value
Variable rate debt:
Principal amounts — — — — — $650,000 $650,000  $650,000
Average interest rate (a)(b) — — — — — 4.12% 4.12% —
Fixed rate debt:
Principal amounts — — — $325,000 — — $325,000 $325,845
Average interest rate (b) — — — 3.75% — — 3.75% —
Interest rate swaps:
Notional amount — — — — — $650,000  $650,000 $23,735
Average pay rate — — — — — 1.91% 1.91% —
Average receive rate (b) — — — — — 2.37% 2.37% —

(a) Excludes estimated patronage refunds.
(b) Interest rates as of December 31, 2018.

Foreign Currency Exchange Rate Risk

The functional currency of the Company’s New Zealand-based operations and New Zealand subsidiary is the New
Zealand dollar. Through these operations and our ownership in the New Zealand subsidiary, we are exposed to foreign
currency risk on cash held in foreign currencies, shareholder distributions which are denominated in U.S. dollars and
on foreign export sales and ocean freight payments that are predominantly denominated in U.S. dollars. To mitigate
these risks, the New Zealand subsidiary routinely enters into foreign currency exchange contracts and foreign currency
option contracts to hedge a portion of the New Zealand subsidiary’s foreign exchange exposure.

Sales and Expense Exposure

At December 31, 2018, the New Zealand subsidiary had foreign currency exchange contracts with a notional
amount of $70 million and foreign currency option contracts with a notional amount of $24 million outstanding related
to foreign export sales and ocean freight payments. The amount hedged represents 44% of forecast U.S. dollar
denominated harvesting sales proceeds over the next 18 months and 89% of log trading sales proceeds over the next
3 months. At December 31, 2018, the New Zealand subsidiary also had foreign currency exchange contracts with a
notional amount of $1 million outstanding on behalf of suppliers.

Shareholder Distributions

At December 31, 2018, the New Zealand subsidiary had foreign currency exchange contracts with a notional
amount of NZ$14 million representing a portion of anticipated shareholder distribution payments over the next 12
months.

Net Investment

In March 2018, we entered into a foreign currency exchange contract with a notional amount of NZ$37 million to
mitigate the risk of foreign currency exchange rate fluctuations on the cash portion of the Company’s net investment
in New Zealand. The foreign currency exchange contract matured April 2018 and the cash was repatriated. For additional
information regarding our derivative balances and activity, see Note 13 — Derivative Financial Instruments and Hedging
Activities.
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The following table summarizes our outstanding foreign currency exchange rate risk contracts at December 31,
2018:

0-1 1-2 2-3 3-6 6-12 12-18
(Dollars in thousands) months months months months months months  Total
Foreign exchange contracts to sell U.S. dollar for New Zealand dollar
Notional amount ...............ccccoeeennen. $11,450 $4,500 $5,000 $19,000 $30,000 — $69,950  ($1,569)
Average contractrate ....................... 1.4607  1.4687 1.4511 1.4458 1.4501 — 1.4519

Foreign currency option contracts to sell U.S. dollar for New Zealand dollar
Notional amount ................cccoeeennen. $2,000 $2,000 $2,000 $4,000 $8,000 $6,000 $24,000 $145
Average strike price ...........c..ccooeene.... 14705 1.4710 1.4717 15227 1.5344  1.5100 1.5101

Foreign exchange contracts to sell New Zealand dollar for U.S. dollar

Notional amount (NZ$) .................... — — $14,000 — — — $14,000 $128
Average contractrate ...................... — — 0.6814 — — 0.6814
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
To Our Shareholders:

The management of Rayonier Inc. and its subsidiaries is responsible for establishing and maintaining adequate
internal control over financial reporting (as defined in Rule 13a-15(f) under the Securities Exchange Act of 1934, as
amended). Our system of internal controls over financial reporting is designed to provide reasonable assurance to the
Company’s management and Board of Directors regarding the preparation and fair presentation of the financial
statements for external purposes in accordance with accounting principles generally accepted in the United States of
America.

Because of the inherent limitations of internal control over financial reporting, misstatements due to error or fraud
may not be prevented or detected on a timely basis. Also, projections of any evaluation of effectiveness to future
periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the
degree of compliance with the policies or procedures may deteriorate.

Rayonier Inc.’s management, under the supervision of the Chief Executive Officer and Chief Financial Officer,
assessed the effectiveness of our internal control over financial reporting as of December 31, 2018. In making this
assessment, we used the framework included in Internal Control — Integrated Framework issued by the Committee
of Sponsoring Organizations of the Treadway Commission (2013 framework). Based on our evaluation under the
criteria set forth in Internal Control — Integrated Framework, management concluded that our internal control over
financial reporting was effective as of December 31, 2018.

Ernst & Young LLP, the independent registered public accounting firm that audited the Company’s consolidated
financial statements, has issued an audit report on the Company’s internal control over financial reporting as of
December 31, 2018. The report on the Company’s internal control over financial reporting as of December 31, 2018,
is on page 52.

RAYONIER INC.

By: /s/ DAVID L. NUNES

David L. Nunes
President and Chief Executive Officer
(Principal Executive Officer)

February 22, 2019

By: /s/ MARK MCHUGH

Mark McHugh
Senior Vice President and Chief Financial Officer
(Principal Financial Officer)

February 22, 2019

By: /s/ APRIL TICE

April Tice
Director, Financial Services and Corporate Controller
(Principal Accounting Officer)

February 22, 2019
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareholders and the Board of Directors of Rayonier Inc.
Opinion on Internal Control over Financial Reporting

We have audited Rayonier Inc. and Subsidiaries’ internal control over financial reporting as of December 31, 2018,
based on criteria established in Internal Control - Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (2013 framework) (the COSO criteria). In our opinion, Rayonier Inc. and
Subsidiaries (the Company) maintained, in all material respects, effective internal control over financial reporting as
of December 31, 2018, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States) (PCAOB), the consolidated balance sheets of the Company as of December 31, 2018 and 2017, the related
consolidated statements of income and comprehensive income, shareholders’ equity and cash flows for each of the
three years in the period ended December 31, 2018, and the related notes and schedule and our report dated
February 22, 2019 expressed an unqualified opinion thereon.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for
its assessment of the effectiveness of internal control over financial reporting included in the accompanying
Management’s Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion on the
Company’s internal control over financial reporting based on our audit. We are a public accounting firm registered with
the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. federal
securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was
maintained in all material respects.

Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a
material weakness exists, testing and evaluating the design and operating effectiveness of internal control based on
the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control Over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect
the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions
are recorded as necessary to permit preparation of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the company are being made only in accordance with
authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have
a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

/sl Ernst & Young LLP

Jacksonville, Florida
February 22, 2019
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareholders and the Board of Directors of Rayonier Inc.
Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Rayonier Inc. and Subsidiaries (the Company) as
of December 31, 2018 and 2017, the related consolidated statements of income and comprehensive income,
shareholders' equity and cash flows for each of the three years in the period ended December 31, 2018, and the related
notes and financial statement schedule listed in the Index at Item 15(a) (collectively referred to as the “consolidated
financial statements”). In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of the Company at December 31, 2018 and 2017, and the results of its operations and its cash flows
for each of the three years in the period ended December 31, 2018, in conformity with U.S. generally accepted
accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States) (PCAOB), the Company's internal control over financial reporting as of December 31, 2018, based on criteria
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (2013 framework), and our report dated February 22, 2019 expressed an unqualified opinion
thereon.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on the Company’s financial statements based on our audits. We are a public accounting firm registered with
the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. federal
securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of material
misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to
those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements. Our audits also included evaluating the accounting principles used and significant estimates
made by management, as well as evaluating the overall presentation of the financial statements. We believe that our
audits provide a reasonable basis for our opinion.

/sl Ernst & Young LLP

We have served as the Company’s auditor since 2012.

Jacksonville, Florida
February 22, 2019
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RAYONIER INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME

For the Years Ended December 31,

(Thousands of dollars, except per share data)

Costs and Expenses

COSt OF SAIES ...
Selling and general EXPENSES ....ccoeveieiiiiciiieiieee e e

Other operating income, net (Note 17)

OPERATING INCOME ...ttt e e e e sneeeanneeenns
INErESt EXPENSE ...t
Interest income and miscellaneous income (expense), Net .........cccocceveeiiieeeens
INCOME BEFORE INCOME TAXES ..........cooiiiiiiieeie et
Income tax expense (NOTE ) ....c.cuuiiiiiiiiie et a e
NET INCOME ... ..ottt
Less: Net income attributable to noncontrolling interest ............cccccoooiiiiiieeen.
NET INCOME ATTRIBUTABLE TO RAYONIERINC. ..............ccoiiiiee

OTHER COMPREHENSIVE INCOME (LOSS)
Foreign currency translation adjustment, net of income tax effect of $0,

BO AN FO ..ttt
Cash flow hedges, net of income tax effect of $1,270, $594 and $545.......

Actuarial change and amortization of pension and postretirement plan

liabilities, net of income tax effect of $711, $0and $0 ...........ccovvvvveeninnn.

COMPREHENSIVE INCOME ..o e
Less: Comprehensive income attributable to noncontrolling interest ...................
COMPREHENSIVE INCOME ATTRIBUTABLE TO RAYONIERINC..................

EARNINGS PER COMMON SHARE (NOTE 12)
Basic earnings per share attributable to Rayonier Inc.
Diluted earnings per share attributable to Rayonier Inc.

2018 2017 2016
$816,138  $819,596  $815,915
(605,259)  (568,253)  (526,439)

(41,951)  (40,245)  (42,785)

1,140 4,393 9,086
(646,070) _ (604,105) _ (560,138)
170,068 215491 255,777
(32,066)  (34,071)  (32,245)

4,564 1,840 (698)

142,566 183,260 222,834

(25,236)  (21,681) (5,064)

117,330 161,579 217,770

(15,114)  (12,737) (5,798)

102,216 148,842 211,972

(22,759) 9,114 6,322

5,029 5,693 22,822
(1,630) (208) 5,533
(19,360) 14,599 34,677
97,970 176,178 252,447
(8,931)  (14,775) (9,555)
$89,039 _ $161,403 _ $242,892
$0.79 $1.17 $1.73
$0.79 $1.16 $1.73

See Notes to Consolidated Financial Statements.
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RAYONIER INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
As of December 31,
(Thousands of dollars)

ASSETS
CURRENT ASSETS
Cash and cash qUIVAIENES ..........cc.coiiuiiiiie et eaee e e e e eneeeenteeeree e $148,374 $112,653
Accounts receivable, less allowance for doubtful accounts of $8 and $23 ........ccovvveeeeee... 26,151 27,693
INVENTONY (NOTE 18) ..ttt e e et e e et e e e e e e e e annb e e e annaaeee s 15,703 24,141
Prepaid 10gging FOAAS ......ooiiiiiiiiiiii e 11,976 11,207
Prepaid EXPENSES ........ooiiiieiieeeeeeeeeeee e e e e e e e e e e e e aaaaaaaaaaaaaaaaaaaaaaaaa 5,040 4,786
Other CUITENT @SSELS ... .cceeeeei ettt e e et e e e e e et e e e e e e e e e eaeeeees 609 3,047
TOtal CUMENT @SSEIS .....iieiiiiee ettt e e e e e e e e e ean e eeaneeees 207,853 183,527
TIMBER AND TIMBERLANDS, NET OF DEPLETION AND AMORTIZATION ....................... 2,401,327 2,462,066
HIGHER AND BETTER USE TIMBERLANDS AND REAL ESTATE DEVELOPMENT
INVESTMENTS (NOTE 6) 85,609 80,797
PROPERTY, PLANT AND EQUIPMENT
16T o Vo [ 4,131 3,962
BUIIAINGS ..ottt e e et e e e et e e e ettt e e et e e e e enteeeeaae e 22,503 23,618
Machinery and €QUIPMENT .........iiiiiiiii et e e e e e anba e e e snbaeee s 3,534 4,440
CONSLrUCION N PrOGIESS ....eeiiiiiiiiie ettt ettt et e e anbee e e s aneeas 567 627
Total property, plant and equipmMeENt, GroSS ........ueeiiiiiiiiiiiiiie e 30,735 32,647
Less—accumulated depreciation ...........cccoooiiiiiiiiiiie e (7,984) (9,269)
Total property, plant and equipment, Net ..o 22,751 23,378
RESTRICTED CASH (NOTE 19) ...ttt eeee et e nneeeenneeenneeas 8,080 59,703
OTHER ASSETS (NOTE 20) ......cciiiiiiiiieiiie et e eieeeetie e sieeeeteeesneeeaneeesnseeanseeennseeansaeeanseeaneaesnes 55,046 49,010
TOTAL ASSETS ... eaeeean $2,780,666 _$2,858,481
LIABILITIES AND SHAREHOLDERS’ EQUITY
CURRENT LIABILITIES
FNeToTo U g €3 oX- 1= o] L= PSP $18,019 $25,148
Current maturities of long-term debt (NOte 5) .......ccccuiiiiiiiiiiiii — 3,375
PN et ol (U= To [ e ) =T TP 3,178 3,781
Accrued payroll and BENEfitS ..........oooiiiiiiii 10,416 9,662
YN ete (U= To T (=T (=TS OO RRt 5,007 5,054
DEfErr@d FEVENUE ........oooiieeeeeeeeeeeeee et e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e eeeeeaaeaaaaaasaannnas 10,447 9,721
Other current abilitieS .........vueeeieeeee e 16,474 11,807
Total current Habilities ..........oiiiiiiiiiie e e eeens 63,541 68,548
LONG-TERM DEBT, NET OF DEFERRED FINANCING COSTS (NOTE 5)........ccccccccueeeuenn. 972,567 1,022,004
PENSION AND OTHER POSTRETIREMENT BENEFITS (NOTE 15)........c.ccccvveviieniieciinns 29,800 31,905
OTHER NON-CURRENT LIABILITIES ........oooiieeeeee et e e e 60,208 43,084
COMMITMENTS AND CONTINGENCIES (NOTES 8 and 10)
SHAREHOLDERS’ EQUITY
Common Shares, 480,000,000 shares authorized, 129,488,675 and 128,970,776 shares
iSSUED AN OUISTANAING .....oeee ettt e, 884,263 872,228
[RXC ] e= 110 1=To [=T= T T To [P RRRE 672,371 707,378
Accumulated other comprehensive income (Note 21) .......c.ooveiiiiiiiiiii e 239 13,417
TOTAL RAYONIER INC. SHAREHOLDERS’ EQUITY ........cccvmiiiiieeeeeeccieieee e 1,556,873 1,593,023
NONCONLIOING INTEIEST ....eiiieiiieee e e e e e e e e 97,677 99,917
TOTAL SHAREHOLDERS’ EQUITY .....oooiiiiiiiiieeeee e a e 1,654,550 1,692,940
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY ......ovviiiiiiiiiieiciieeeee e $2,780,666 _$2,858,481

See Notes to Consolidated Financial Statements.
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RAYONIER INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(Thousands of dollars, except share data)

Accumulated

Common Shares Other Non-
Retained Comprehensive controlling Shareholders’
Shares Amount Earnings Income/(Loss) Interest Equity

Balance, December 31,2015 ............................ 122,770,217 $708,827  $612,760 ($33,503) $73,656 $1,361,740
NetinCome ......ccvvvveeeiiiiiieeecce e — — 211,972 — 5,798 217,770
Dividends ($1.00 per share) ..........ccccceeeeeiiennne. — — (123,155) — — (123,155)
Issuance of shares under incentive stock plans .. 179,743 1,576 — — — 1,576
Stock-based compensation .............cccceeeeiienen. — 5,136 — — — 5,136
Repurchase of common shares..........c.cccceoeeeee. (45,592) (178) (690) — — (868)
Actuarial change and amortization of pension

and postretirement plan liabilities .................... — — — 51588 — 5,633
Foreign currency translation adjustment — — — 2,780 3,542 6,322
Cash flow hedges ..........ccccceiiiiiiiienan. — — — 22,608 214 22,822
Recapitalization of New Zealand Joint Venture ... —_ (5,398) — 3,438 1,960 —
Recapitalization Costs ...........ccccoooiiiiiiiiiiien — (96) — — (28) (124)
Balance, December 31,2016 ............................ 122,904,368 $709,867  $700,887 $856 $85,142 $1,496,752
Cumulative-effect adjustment due to adoption of
ASU NO. 2016-16 ..ooveeiieiiiiiiiieieee e = — (14,365) — — (14,365)
NetinComMe ........ovvveeeeeiieeeeeecee e — — 148,842 — 12,737 161,579
Dividends ($1.00 per share) .........cccccceeviueiennnnn. — — (127,986) — — (127,986)
Issuance of shares under incentive stock plans .. 322,314 4,751 — — — 4,751
Stock-based compensation .............cccocoeeiiieien. — 5,396 — — — 5,396
Repurchase of common shares........................... (5,906) (176) — — — (176)
Actuarial change and amortization of pension

and postretirement plan liabilities ................... — — — (208) — (208)
Foreign currency translation adjustment ............. — — — 7,416 1,698 9,114
Cash flow hedges ........ccccoooiiiiiiiiiiiieieeeeeen — — — 5,353 340 5,693
Issuance of shares under equity offering, net of
COSES ettt ettt 5,750,000 152,390 — — — 152,390
Balance, December 31, 2017 .................cccce.... 128,970,776  $872,228  $707,378 $13,417 $99,917 $1,692,940
Cumulative-effect adjustment due to adoption of
ASU NO. 2018-02 ..o, — — " (711) — —
NEt INCOME ..o — — 102,216 — 15,114 117,330
Dividends ($1.06 per share) ........ccccccovoeiviiennne. — — (137,934) — — (137,934)
Issuance of shares under incentive stock plans .. 599,422 8,591 — — — 8,591
Stock-based compensation ............ccccceeiiiiieen. — 6,428 — — — 6,428
Repurchase of common shares.............c............. (81,523) (2,984) — — — (2,984)
Actuarial change and amortization of pension

and postretirement plan liabilities — — — (919) — (919)
Foreign currency translation adjustment ............. — — — (17,329) (5,430) (22,759)
Cash flow hedges ..........ccocveiiiiiiiiiiciieeeee, — — — 5,781 (752) 5,029
Distribution to minority shareholder ..................... — — — — (11,172) (11,172)
Balance, December 31,2018 ..............c.cccoeeee. 129,488,675 $884,263  $672,371 $239 $97,677 $1,654,550

See Notes to Consolidated Financial Statements.

56



RAYONIER INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended December 31,
(Thousands of dollars)

2018 2017 2016
OPERATING ACTIVITIES
NEEINCOMIE ..ottt et e e et et e e e e e e e e e e e e eeaeeeaee e $117,330 $161,579 $217,770
Adjustments to reconcile net income to cash provided by operating activities:
Depreciation, depletion and amortization ..............coooioiiiiie e 144,121 127,566 115,142
Non-cash cost of land and improved development ...........c.oocieiieiiieiie e 23,553 13,684 11,690
Stock-based incentive coOmMpensation EXPENSE ..........cccoeviiiiiieiiic i 6,428 5,396 5,136
Amortization of debt disScCount/premium ...........cccoiiiiiiiiii e — — (462)
Deferred INCOME tAXES ...vci vttt a e e e 22,832 21,980 5,170
Amortization of losses from pension and postretirement plans ...........ccccccoeiieiiiiieeiiiee e, 675 465 2,513
Gain on sale of large disposition of timberlands ............ccoceiiiiiiii e — (66,994) (143,933)
(4= PRSPV P PP PR (2,613) (716) 336
Changes in operating assets and liabilities:
RECEIVADIES ... bttt 765 (6,362) 2,517
INVENTOTIES ..ottt 1,773 (1,384) (1,175)
ACCOUNES PAYADIE ..o s (4,626) 3,435 (559)
Income tax receivable/payable .... — (434) (206)
All other operating activities ..o (142) (1,931) (10,138)
CASH PROVIDED BY OPERATING ACTIVITIES ....oiiiiiiiiiiieitiecee e 310,096 256,284 203,801
INVESTING ACTIVITIES
Capital @XPENAITUIES ........iiiiiiiii ettt ettt e (62,325) (65,345) (58,723)
Real estate development INVESIMENES ........c.ooouiiiiiiiiiii e (9,501) (15,784) (8,746)
Purchase of timberlands ...........coooriiiiii (57,608) (242,910) (366,481)
Assets purchased in business acquISItioN .............cccooiiiiiiiiiiiii — — (887)
Net proceeds from large disposition of timberlands .............ccoiiiiiiiiie e — 95,243 203,862
Rayonier office building under CONSIrUCION ............ccoiiiiiiiiiiii s — (6,084) (6,307)
(O] 13 ] S USROS USSR U PSP U U PRPRRPRTPTP (3,421) (373) 2,311
CASH USED FOR INVESTING ACTIVITIES ......oooiiiiiiiiiieieieeie st (132,855) (235,253) (234,971)
FINANCING ACTIVITIES
Issuance of debt ... 1,014 63,389 695,916
Repayment of debt (54,416) (100,157) (458,415)
DIVIAENAS PAIA ..ot (136,772) (127,069) (122,845)
Proceeds from the issuance of common shares under incentive stock plan..........cccceeviveviieeens 8,591 4,751 1,576
Proceeds from the issuance of common shares from equity offering, net of costs ..............c.cccec.. — 152,390 =
Repurchase of COMMON SNAES ..........ciuiiiiiiiiiii e (2,984) (176) (690)
Proceeds from shareholder distribution hedge ... 2,025 — —
Distribution to minority shareholder ... (11,172) — —
DEDt ISSUANCE COSES ...ttt ettt ettt e bbb e e bt an et ee e — — (818)
(@13 7= OSSPSR — — (301)
CASH (USED FOR) PROVIDED BY FINANCING ACTIVITIES .......ccooiiiiiiiieieiicceeeeeee (193,714) (6,872) 114,423
EFFECT OF EXCHANGE RATE CHANGES ON CASH ........cccooiiiiiiieeee e 571 580 (938)
CASH, CASH EQUIVALENTS AND RESTRICTED CASH (a)
Change in cash, cash equivalents and restricted cash ... (15,902) 14,739 82,315
Balance, beginniNg Of YEAI .......coi it e e st e e et e e e e e e e e e nnaee s 172,356 157,617 75,302
Balance, €N O YEAI ........cciiiiiiiicie ettt ettt ettt aes $156,454 $172,356 $157,617

See Notes to Consolidated Financial Statements.
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RAYONIER INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)
For the Years Ended December 31,

(Thousands of dollars)

2018 2017 2016
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash paid during the year:
0 Y=Yy (o) OO $33,120 $36,041 $36,289
INCOME TAXES ...ttt b et 2,150 514 501
Non-cash investing activity:
Capital assets purchased on @CCOUNT ...........cccoiiiiiiiiiiiiii e 2,001 3,809 4,683

(a) Due to the adoption of ASU No. 2016-08, restricted cash is now included with cash and cash equivalents when reconciling the beginning-of-year
and end-of-year total amounts shown and therefore changes in restricted cash are no longer reported as investing activities. Prior year amounts
have been restated to conform to current year presentation. For additional information and a reconciliation of cash, see Note 19 — Restricted
Cash.

(b) Interest paid is presented net of patronage payments received of $4.1 million and $3.0 million for the years ended December 31, 2018 and
December 31, 2017, respectively. For additional information on patronage payments, see Note 5 — Debt.

See Notes to Consolidated Financial Statements.
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RAYONIER INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollar amounts in thousands unless otherwise stated)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
BASIS OF PRESENTATION AND PRINCIPLES OF CONSOLIDATION

The Company’s consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (“U.S. GAAP”). These statements include the accounts of Rayonier
Inc. and its subsidiaries, in which it has a majority ownership or controlling interest. As of April 2013, the Company
held a controlling interest (65%) in the New Zealand subsidiary, and, as such, consolidates its results of operations
and Balance Sheet. In March 2016, the Company made a capital contribution into the New Zealand subsidiary, and
as a result, the Company’s ownership interest increased to 77%. The Company records a noncontrolling interest in its
consolidated financial statements representing the minority ownership interest (23%) of the New Zealand subsidiary’s
results of operations and equity. All intercompany balances and transactions are eliminated.

RECLASSIFICATIONS

During 2018, management changed how it internally evaluates the business performance of its New Zealand
Timber segment. In order to align segment reporting, the Company has reclassified New Zealand timberland sales
from the New Zealand Timber segment to the Real Estate segment. All prior period amounts previously reported have
been reclassified to reflect the realigned segments. See Note 4 — Segment and Geographic Information.

USE OF ESTIMATES

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and to disclose contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
There are risks inherent in estimating and therefore actual results could differ from those estimates.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include time deposits with original maturities of three months or less. The consolidated
cash balance includes time deposits of $26.7 million at December 31, 2017. No cash was held in time deposits at
December 31, 2018.

ACCOUNTS RECEIVABLE

Accounts receivable are primarily amounts due to the Company for the sale of timber and are presented net of an
allowance for doubtful accounts.

INVENTORY

HBU real estate properties that are expected to be sold within one year are included in inventory at lower of cost
or net realizable value. HBU properties that are expected to be sold after one year are included in a separate balance
sheet line, entitled “Higher and Better Use Timberlands and Real Estate Development Investments.” See below for
additional information.

Inventory also includes logs available to be sold by the Trading segment. Log inventory is recorded at the lower
of cost or net realizable value and expensed to cost of sales when sold to third-party buyers. See Note 18 — Inventory
for additional information.

PREPAID LOGGING ROADS

Costs for roads built in the Pacific Northwest and New Zealand to access particular tracts to be harvested in the
upcoming 24 months to 60 months are recorded as prepaid logging roads. The Company charges such costs to expense
as timber is harvested using an amortization rate determined annually as the total cost of prepaid roads divided by the
estimated tons of timber to be accessed by those roads. The prepaid balance is classified as short-term or long-term
based on the upcoming harvest schedule. See Note 20 — Other Assets for additional information.
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RAYONIER INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Dollar amounts in thousands unless otherwise stated)

DEFFERED FINANCING COSTS

Deferred financing costs related to revolving debt are capitalized and amortized to interest expense over the term
of the revolving debt using a method that approximates the effective interest method. See Note 20 — Other Assets for
additional information on deferred financing costs related to revolving debt. See Note 5 — Debt for additional information
on deferred financing costs related to term debt.

CAPITALIZED SOFTWARE COSTS
Software costs are capitalized and amortized over a period not exceeding five years using the straight-line method.
TIMBER AND TIMBERLANDS

Timber is stated at the lower of cost or net realizable value. Costs relating to acquiring, planting and growing timber
including real estate taxes, site preparation and direct support costs relating to facilities, vehicles and supplies are
capitalized. Annual lease payments are capitalized or expensed based on the proportion of acres that the Company
will be able to harvest prior to lease expiration. Lease payments made within one year of expiration are expensed as
incurred. Payroll costs are capitalized for time spent on timber growing activities, while interest or any other intangible
costs are not capitalized. An annual depletion rate is established for each particular region by dividing merchantable
inventory cost by standing merchantable inventory volume, which is estimated annually. The Company charges
accumulated costs attributed to merchantable timber to depletion expense (cost of sales), at the time the timber is
harvested or when the underlying timberland is sold.

Upon the acquisition of timberland, the Company makes a determination on whether to combine the newly acquired
merchantable timber with an existing depletion pool or to create a new, separate pool. This determination is based on
the geographic location of the new timber, the customers/markets that will be served and the species mix. If the
acquisition is similar, the cost of the acquired timber is combined into an existing depletion pool and a new depletion
rate is calculated for the pool. This determination and depletion rate adjustment normally occurs in the quarter following
the acquisition.

HIGHER AND BETTER USE TIMBERLANDS AND REAL ESTATE DEVELOPMENT INVESTMENTS

HBU timberland is recorded at the lower of cost or net realizable value. These properties are managed as
timberlands until sold or developed with sales and depletion expense related to the harvesting of timber accounted for
within the respective timber segment. At the time of sale, the cost basis of any unharvested timber is recorded as
depletion expense, a component of cost of sales, within the Real Estate segment.

Real estate development investments include capitalized costs for targeted infrastructure improvements, such as
roadways and utilities. HBU timberland and real estate development investments expected to be sold within twelve
months are recorded as inventory. See Note 6 — Higher and Better Use Timberlands and Real Estate Development
Investments for additional information.

PROPERTY, PLANT, EQUIPMENT AND DEPRECIATION

Property, plant and equipment additions are recorded at cost, including applicable freight, interest, construction
and installation costs. The Company depreciates its assets, including office and transportation equipment, using the
straight-line depreciation method over 3 to 25 years. Buildings and land improvements are depreciated using the
straight-line method over 15 to 35 years and 5 to 30 years, respectively.

Gains and losses on the retirement of assets are included in operating income. Long-lived assets are reviewed
for impairment whenever events or changes in circumstances indicate the carrying amount of an asset may not be
recoverable. Recoverability of assets that are held and used is measured by net undiscounted cash flows expected
to be generated by the asset. If such assets are considered to be impaired, the impairment to be recognized is the
amount the carrying value exceeds the fair value of the assets, which is based on a discounted cash flow model. Assets
to be disposed of are reported at the lower of the carrying amount or fair value less cost to sell.
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RAYONIER INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Dollar amounts in thousands unless otherwise stated)

FAIR VALUE MEASUREMENTS

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (an
exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction between
market participants at the measurement date. A three-level hierarchy that prioritizes the inputs used to measure fair
value was established as follows:

Level 1 — Quoted prices in active markets for identical assets or liabilities.

Level 2 — Observable inputs other than quoted prices included in Level 1, such as quoted prices for similar
assets and liabilities in active markets, quoted prices for identical or similar assets and liabilities in markets that
are not active; or other inputs that are observable or can be corroborated by observable market data.

Level 3— Unobservable inputs that are supported by little or no market activity and that are significant to the
fair value of the assets or liabilities. This includes certain pricing models, discounted cash flow methodologies
and similar techniques that use significant unobservable inputs.

GOODWILL

Goodwill represents the excess of the acquisition cost of the New Zealand Timber segment over the fair value of
the net assets acquired. Goodwill is not amortized, but is periodically reviewed for impairment. An impairment test for
this reporting unit’s goodwill is performed annually and whenever events or circumstances indicate that the value of
goodwill may be impaired. The Company compares the fair value of the New Zealand Timber segment, using an
independent valuation for the New Zealand forest assets, to its carrying value including goodwill. The independent
valuation of the New Zealand forest assets is based on discounted cash flow models where the fair value is calculated
using cash flows from sustainable forest management plans. The fair value of the forest assets is measured as the
present value of cash flows from one growth cycle based on the productive forest land, taking into consideration
environmental, operational, and market restrictions. These cash flow valuations involve a number of estimates that
require broad assumptions and significant judgment regarding future performance. The annual impairment test was
performed as of October 1, 2018; the estimated fair value of the New Zealand Timber segment exceeded its carrying
value and no impairment was recorded. Except for changes in the New Zealand foreign exchange rate, there have
been no adjustments to the carrying value of goodwill since the initial recognition. Note 20 — Other Assets for additional
information.

FOREIGN CURRENCY TRANSLATION

The functional currency of the Company’s New Zealand-based operations is the New Zealand dollar. All assets
and liabilities are translated into U.S. dollars at the exchange rate in effect at the respective balance sheet dates.
Translation gains and losses are recorded as a separate component of Accumulated Other Comprehensive Income
(“AOCI”), within Shareholders’ Equity.

U.S. denominated transactions of the New Zealand subsidiary are translated into New Zealand dollars at the
exchange rate in effect on the date of the transaction and recognized in earnings, net of related cash flow hedges. All
income statement items of the New Zealand subsidiary are translated into U.S. dollars for reporting purposes using
monthly average exchange rates with translation gains and losses being recorded as a separate component of AOCI,
within Shareholders’ Equity.
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RAYONIER INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Dollar amounts in thousands unless otherwise stated)

REVENUE RECOGNITION

The Company recognizes revenues when control of promised goods or services (“performance obligations”) is
transferred to customers, in an amount that reflects the consideration expected in exchange for those goods or services
(“transaction price”). The Company generally satisfies performance obligations within a year of entering into a contract
and therefore has applied the disclosure exemption found under ASC 606-10-50-14. Unsatisfied performance
obligations as of December 31, 2018 are primarily due to advances on stumpage contracts and unearned hunt license
revenue. These performance obligations are expected to be satisfied within the next twelve months. The Company
generally collects payment within a year of satisfying performance obligations and therefore has elected not to adjust
revenues for a financing component.

TIMBER SALES

Revenue from the sale of timber is recognized when control passes to the buyer. The Company utilizes two primary
methods or sales channels for the sale of timber — a stumpage/standing timber model and a delivered log model. The
sales method the Company employs depends upon local market conditions and which method management believes
will provide the best overall margins.

Under the stumpage model, standing timber is sold primarily under pay-as-cut contracts, with specified duration
(typically one year or less) and fixed prices, whereby revenue is recognized as timber is severed and the sales volume
is determined. The Company also sells stumpage under lump-sum contracts for specified parcels where the Company
receives cash for the full agreed value of the timber prior to harvest and control passes to the buyer upon signing the
contract. The Company retains interest in the land, slash products, and the use of the land for recreational and other
purposes. Any uncut timber remaining at the end of the contract period reverts to the Company. Revenue is recognized
for lump-sum timber sales when payment is received, the contract is signed and control passes to the buyer. A third
type of stumpage sale the Company utilizes is an agreed-volume sale, whereby revenue is recognized using the output
method, as periodic physical observations are made of the percentage of acreage harvested.

Under the delivered log model, the Company hires third-party loggers and haulers to harvest timber and deliver it
to a buyer. Sales of domestic logs generally do not require an initial payment and are made to third-party customers
on open credit terms. Sales of export logs generally require a letter of credit from an approved bank. Revenue is
recognized when the logs are delivered and control has passed to the buyer. For domesticlog sales, control is considered
passed to the buyer as the logs are delivered to the customer’s facility. For export log sales (primarily in New Zealand),
control is considered passed to the buyer upon delivery onto the export vessel.

The following table summarizes revenue recognition and general payment terms for timber sales:

Performance

Timing of

General

Contract Type

Stumpage Pay-as-Cut

Stumpage Lump Sum

Stumpage Agreed Volume

Delivered Wood (Domestic)

Delivered Wood (Export)

Obligation

Right to harvest a unit (i.e.
ton, MBF, JAS m3) of
standing timber

Right to harvest an agreed
upon acreage of standing
timber

Right to harvest an agreed
upon volume of standing
timber

Delivery of a unit (i.e. ton,
MBF, JAS m3) of timber to
customer’s facility

Delivery of a unit (i.e. ton,
MBF, JAS m3) onto export
vessel

Revenue Recognition

As timber is severed
(point-in-time)

Contract execution
(point-in-time)

As timber is severed
(over-time)

Upon delivery to
customer’s facility
(point-in-time)

Upon delivery onto export
vessel
(point-in-time)
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Payment Terms

Initial payment between
5% and 20% of estimated
contract value; collection
generally within 10 days of
severance

Full payment due upon
contract execution

Payments made throughout
contract term at the earlier of a
specified harvest percentage
or time elapsed

No initial payment and on
open credit terms; collection
generally within 30 days of
invoice

Letter of credit from an
approved bank; collection
generally within 30 days of
delivery



RAYONIER INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Dollar amounts in thousands unless otherwise stated)

NON-TIMBER SALES

Non-timber income is primarily comprised of hunting and recreational licenses. Such income and any related cost
are recognized ratably over the term of the agreement and included in “Sales” and “Cost of sales”, respectively. Payment
is generally due upon contract execution.

LOG TRADING

Log trading revenue is generally recognized when procured logs are delivered to the buyer and control has passed.
For domestic log trading, control is considered passed to the buyer as the logs are delivered to the customer’s facility.
For export log trading, control is considered passed to the buyer upon delivery onto the export vessel. The Trading
segment also includes sales from log agency contracts, whereby the Company acts as an agent managing export
services on behalf of third parties. Revenue for log agency fees are recognized net of related costs.

REAL ESTATE

The Company recognizes revenue on sales of real estate generally at the point in time when cash has been
received, the sale has closed, and control has passed to the buyer. A deposit of 5% is generally required at the time
a purchase and sale agreement is executed, with the balance due at closing. On sales of real estate containing future
performance obligations, revenue is recognized using the input method based on costs incurred to date relative to the
total costs expected to fulfill the performance obligations in the contract with the customer.

COST OF SALES

Cost of sales associated with timber operations primarily include the cost basis of timber sold (depletion) and
logging and transportation costs (cutand haul). Depletion includes the amortization of capitalized costs (site preparation,
planting and fertilization, real estate taxes, timberland lease payments and certain payroll costs). Other costs include
amortization of capitalized costs related to road and bridge construction and software, depreciation of fixed assets and
equipment, road maintenance, severance and excise taxes and fire prevention.

Cost of sales associated with real estate sold includes the cost of the land, the cost of any timber on the property
that was conveyed to the buyer, any real estate development costs and any closing costs including sales commissions
that may be borne by the Company. As allowed under GAAP, the Company expenses closing costs, including sales
commissions, when incurred for all real estate sales with future performance obligations expected to be satisfied within
one year.

When developed residential or commercial land is sold, the cost of sales includes actual costs incurred and
estimates of future development costs benefiting the property sold through completion. Costs are allocated to each
sold unit or lot based upon the relative sales value. For purposes of allocating development costs, estimates of future
revenues and development costs are re-evaluated periodically throughout the year, with adjustments being allocated
prospectively to the remaining units available for sale.

EMPLOYEE BENEFIT PLANS

The determination of expense and funding requirements for Rayonier’s defined benefit pension plan, its unfunded
excess pension plan and its postretirement life insurance plan are largely based on a number of actuarial assumptions.
The key assumptions include discount rate, return on assets, salary increases, mortality rates and longevity of
employees. See Note 15 — Employee Benefit Plans for assumptions used to determine benefit obligations, and the
net periodic benefit cost for the year ended December 31, 2018.

Periodic pension and other postretirement expense is included in “Cost of sales” and “Selling and general expenses”
in the Consolidated Statements of Income and Comprehensive Income. At December 31, 2018 and 2017, the
Company’s pension plans were in a net liability position (underfunded) of $28.6 million and $30.6 million, respectively.
The estimated amount to be paid in the next 12 months is recorded in “Accrued payroll and benefits” on the Consolidated
Balance Sheets, with the remainder recorded as a long-term liability in “Pension and Other Postretirement Benefits.”
Changes in the funded status of the Company’s plans are recorded through other comprehensive income (loss) in the
year in which the changes occur. The Company measures plan assets and benefit obligations as of the fiscal year-
end. See Note 15 — Employee Benefit Plans for additional information.
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RAYONIER INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Dollar amounts in thousands unless otherwise stated)

INCOME TAXES

The Company uses the asset and liability method of accounting for income taxes. Under this method, deferred tax
assets and liabilities are recognized for the estimated future tax consequences attributable to differences between the
financial statement carrying amounts of assets and liabilities and their respective tax bases, operating loss carryforwards
and tax credit carryforwards. Deferred tax assets and liabilities are measured pursuant to tax laws using rates expected
to apply to taxable income in the years in which the temporary differences are expected to be recovered or settled.
The Company recognizes the effect of a change in income tax rates on deferred tax assets and liabilities in the
Consolidated Statements of Income and Comprehensive Income in the period that includes the enactment date of the
rate change. The Company records a valuation allowance to reduce the carrying amounts of deferred tax assets if it
is more-likely-than-not that such deferred tax assets will not be realized.

In determining the provision for income taxes, the Company computes an annual effective income tax rate based
on annual income by legal entity, permanent differences between book and tax, and statutory income tax rates by
jurisdiction. Inherent in the effective tax rate is an assessment of the ultimate outcome of current period uncertain tax
positions. The Company adjusts its annual effective tax rate as additional information on outcomes or events becomes
available. Discrete items such as taxing authority examination findings or legislative changes are recognized in the
period in which they occur.

The Company’s income tax returns are subject to audit by U.S. federal, state and foreign taxing authorities. In
evaluating the tax benefits associated with various tax filing positions, the Company records a tax benefit for an uncertain
tax position if it is more-likely-than-not to be realized upon ultimate settlement of the issue. The Company records a
liability for an uncertain tax position that does not meet this criterion. The Company adjusts its liabilities for uncertain
tax benefits in the period in which it is determined the issue is settled with the taxing authorities, the statute of limitations
expires for the relevant taxing authority to examine the tax position or when new facts or information becomes available.
See Note 9 — Income Taxes for additional information.

RECENTLY ADOPTED ACCOUNTING PRONOUNCEMENTS

In February 2018, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update
(“ASU”) No. 2018-02, Income Statement — Reporting Comprehensive Income (Topic 220) Reclassification of Certain
Tax Effects from Accumulated Other Comprehensive Income . This standard allows a reclassification from accumulated
other comprehensive income to retained earnings for stranded tax effects resulting from the Tax Cuts and Jobs Act.
Consequently, the amendments eliminate the stranded tax effects resulting from the Tax Cuts and Jobs Act. ASU No.
2018-02 is effective for the Company's reporting period beginning on January 1, 2019; early adoption is permitted. The
Company elected to adopt ASU No. 2018-02 during the third quarter of 2018, and elected to reclassify the income tax
effects of the Tax Cuts and Jobs Act from AOCI to retained earnings. The reclassification decreased AOCIl and increased
retained earnings by $0.7 million, with zero net effect on total shareholders’ equity.

The Company adopted ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606), on January 1,
2018. The Company elected to apply the modified retrospective method to contracts that were not completed at the
date of adoption. The Company also elected not to retrospectively restate contracts modified prior to January 1, 2018.
A cumulative effect of adoption adjustment to the opening balance of retained earnings was not recorded as there was
no accounting impact to any contracts with customers not completed at the date of adoption. See Note 2 — Revenue
for additional information.

In March 2017, the FASB issued ASU No. 2017-07, Compensation — Retirement Benefits (Topic 715): Improving
the Presentation of Net Periodic Pension Cost and Net Periodic Postretirement Benefit Cost, which requires that an
employer report the service cost component of net periodic benefit cost in the Consolidated Statements of Income in
the same line item as other compensation costs arising from services rendered by the pertinent employees during the
period. Additionally, the other components of net periodic benefit cost (interest cost, expected return on plan assets
and amortization of losses or gains) are required to be presented in the income statement separately from the service
cost component and outside a subtotal of income from operations. ASU No. 2017-07 is effective for annual periods
beginning after December 15, 2017, including interim periods within those annual periods, and is required to be applied
retrospectively to all periods presented beginning in the period of adoption. Rayonier adopted ASU No. 2017-07 during
the first quarter ended March 31, 2018 and applied the update retrospectively to all periods presented. See Note 15
— Employee Benefit Plans for the components of net periodic benefit cost and the location of these items in the
Consolidated Statements of Income and Comprehensive Income.
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In November 2016, the FASB issued ASU No. 2016-18, Statement of Cash Flows (Topic 230): Restricted Cash,
which requires that a statement of cash flows explain the change during the period in the total of cash, cash equivalents
and amounts generally described as restricted cash or restricted cash equivalents. Therefore, amounts generally
described as restricted cash and restricted cash equivalents should be included with cash and cash equivalents when
reconciling the beginning-of-period and end-of-period total amounts shown on the Consolidated Statements of Cash
Flows. ASU No. 2016-18 is effective for annual periods beginning after December 15, 2017, and interim periods within
those annual periods. ASU No. 2016-18 is required to be applied retrospectively to all periods presented beginning in
the period of adoption. Rayonier adopted ASU No. 2016-18 in the first quarter ended March 31, 2018 and applied the
update retrospectively to all periods presented. Restricted cash is now included with cash and cash equivalents when
reconciling the beginning-of-year and end-of-period total amounts shown on the Consolidated Statements of Cash
Flows, and therefore changes in restricted cash are no longer reported as cash flow activities. See Note 19 — Restricted
Cash for additional information, including the nature of restrictions on the Company’s cash, cash equivalents, and
restricted cash.

The Company adopted ASU No. 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain Receipts
and Cash Payments in the first quarter ended March 31, 2018 with no material impact on the consolidated financial
statements.

The Company adopted ASU No. 2018-03, Technical Corrections and Improvements to Financial Instruments —
Overall (Subtopic 825-10) in the third quarter ended September 30, 2018 with no material impact on the consolidated
financial statements.

NEW ACCOUNTING PRONOUNCEMENTS

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842), which currently requires lessees to
recognize most leases on their balance sheets related to the rights and obligations created by those leases. ASU No.
2016-02 also requires additional qualitative and quantitative disclosures related to the nature, timing and uncertainty
of cash flows arising from leases. In January 2018, the FASB issued ASU No. 2018-01, Leases (Topic 842): Land
Easement Practical Expedient for Transition to Topic 842. This update provides an optional transition practical expedient
to not evaluate existing or expired land easements that were not previously accounted for as leases under the current
leases guidance. An entity that elects this practical expedient should evaluate new or modified land easements under
ASU No. 2016-02, once adopted. An entity that does not elect this practical expedient should evaluate all existing or
expired land easements in connection with the adoption of ASU No. 2016-02 to assess whether they meet the definition
of alease. In December 2018, the FASB issued ASU No. 2018-20, Leases (Topic 842): Narrow-Scope Improvements
for Lessors. This update provides a policy election to not evaluate whether certain sales taxes and other similar taxes
are lessor costs or lessee costs, clarify the accounting for certain lessor costs and require lessors to allocate (rather
than recognize) certain variable payments to lease and nonlease components when the changes in facts and
circumstances on which a variable payment is based occurs. This standard is effective for annual reporting periods
beginning after December 15, 2018, including interim periods within that reporting period, and is required to be applied
on a modified retrospective basis beginning at the earliest period presented.

The Company has elected to apply a practical expedient offered in the updated guidance which allows entities to
apply the guidance on January 1, 2019 and comparative periods are not restated. The Company also expects to elect
the transition practical expedient package available in the guidance whereby we will not reassess whether any of our
expired or existing contracts contain a lease, the classification for any expired or existing leases or the initial direct
costs for any existing leases. The Company is finalizing its evaluation of its operating lease inventory and other provisions
of the updated guidance, but currently expects to recognize additional lease liabilities and corresponding right-of-use
assets of less than five percent of our total assets on our Consolidated Balance Sheet, representing the present value
of the remaining minimum lease payments at January 1, 2019 with an assumed 20-year term on Crown Forest Licenses.
Based on the Company’s assessment, the impact of adoption of the updated guidance is not expected to have a
material effect on its results of operations. See Note 8 — Commitments, for information about our lease commitments.
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In August 2017, the FASB issued ASU No. 2017-12, Derivatives and Hedging (Topic 815): Targeted Improvements
to Accounting for Hedging Activities, which will make more financial and non-financial hedging strategies eligible for
hedge accounting. It also amends the presentation and disclosure requirements and changes how companies assess
effectiveness. It is intended to more closely align hedge accounting with companies’ risk management strategies,
simplify the application of hedge accounting, and increase transparency as to the scope and results of hedging programs.
ASU No. 2017-12 is effective for annual periods beginning after December 15, 2018, and interim periods within those
annual periods. Early adoption is permitted and the amended presentation and disclosure guidance is required to be
applied on a prospective basis. The Company does not expect a material impact on the Company’s Consolidated
Financial Statements.

In August 2018, the FASB issued ASU No. 2018-13, Disclosure Framework — Changes to the Disclosure
Requirements for Fair Value Measurement. This ASU eliminates, adds and modifies certain disclosure requirements
for fair value measurements. Among the changes, entities will no longer be required to disclose the amount of and
reasons for transfers between Level 1 and Level 2 of the fair value hierarchy, but will be required to disclose the range
and weighted average used to develop significant unobservable inputs for Level 3 fair value measurements. ASU No.
2018-13 is effective for interim and annual reporting periods beginning after December 15, 2019; early adoption is
permitted. Entities are also allowed to elect early adoption of the eliminated or modified disclosure requirements and
delay adoption of the new disclosure requirements until their effective date. As ASU No. 2018-13 only revises disclosure
requirements, it will not have a material impact on the Company’s Consolidated Financial Statements.

In August 2018, the FASB issued ASU No. 2018-14, Disclosure Framework — Changes to the Disclosure
Requirements for Defined Benefit Plans. This ASU makes minor changes to the disclosure requirements for employers
that sponsor defined benefit pension and/or other postretirement benefit plans. ASU 2018-14 is effective for fiscal years
ending after December 15, 2020; early adoption is permitted. As ASU 2018-14 only revises disclosure requirements,
it will not have a material impact on the Company’s Consolidated Financial Statements.

SUBSEQUENT EVENTS

The Company has evaluated events occurring from December 31, 2018 to the date of issuance for potential
recognition or disclosure in the consolidated financial statements. No events were identified that warranted recognition
or disclosure.

2, REVENUE
ADOPTION OF ASC 606

For information on the adoption of ASC 606, including changes to significant accounting policies and required
transition disclosures, see Note 1 — Summary of Significant Accounting Policies.

Contract Balances

The timing of revenue recognition, invoicing and cash collections results in accounts receivable and deferred
revenue (contractliabilities) on the Consolidated Balance Sheets. Accounts receivable are recorded when the Company
has an unconditional right to consideration for completed performance under the contract. Contract liabilities relate to
payments received in advance of performance under the contract. Contract liabilities are recognized as revenue as
(or when) the Company performs under the contract.

The following table summarizes revenue recognized during the years ended December 31, 2018 and 2017 that
was included in the contract liability balance at the beginning of each year:

Year Ended December 31,
2018 2017
Revenue recognized from contract liability balance at the beginning of the year (a) ........... $9,004 $8,701

(a) Revenue recognized was primarily from hunting licenses and the use of advances on pay-as-cut timber sales.
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The following tables presen(t our revenue

December 31, 2018, 2017 and 2016:

Year Ended

rom contracts with customers

ho sa|rt1nds upless 8|tshaeg%g§tesc}%tyegr)oduct type for the years ended

December 31, 2018
PUlpwood .......cocuiiiiiiiiie
SaWtimber ......oooiiiieei e
Hardwood ........occeeiiiiieeiee e
Total Timber Sales ..............ccccccceceee.
License Revenue, Primarily From Hunting....
Other Non-Timber/Carbon Revenue .............
Agency Fee INnCome ........ccooeeiiiiiiiiiicciee
Total Non-Timber Sales ......................
Improved Development ..........cccccoeevvvveeennnn.
Unimproved Development..........ccccceveeennee.
RUral ..o
Non-strategic / Timberlands ..........................
Total Real Estate Sales ......................

Revenue from Contracts with Customers......
Other Non-Timber Sales, Primarily Lease.....
Intersegment .........cccooiiiiiiiiii

Total Revenue.................ccoeeeeviiieeennn.

December 31, 2017
Pulpwood ...
Sawtimber ..
Hardwood ..........ccccoevnunes .
Total Timber Sales ..................c..........
License Revenue, Primarily from Hunting .....
Other Non-Timber Revenue ..........................
Agency Fee Income .................
Total Non-Timber Sales .
Improved Development ............
Unimproved Development..

Non-strategic / Timberlands ..
Large Dispositions ................
Total Real Estate Sales .......................

Revenue from Contracts with Customers......
Other Non-Timber Sales, Primarily Lease.....
Total Revenue.................ccceveeviieeeeanns

December 31, 2016
Pulpwood ...
SaWHMDEr ...o.eeiiiiii
Hardwood ..........ccooviiiiiiiiieeee e
Total Timber Sales ..............................
License Revenue, Primarily from Hunting .....
Other Non-Timber Revenue .........................
Agency Fee INCOME ......c.ccccvieiiiiiiiiiiicce
Total Non-Timber Sales ......................
Improved Development ...........cccccoccvveiieennnn.
Unimproved Development...........c.cccocceenneene
Rural
Non-strategic / Timberlands .............c.cc.c.......
Large Dispositions ...........ccccccoiivciiiiiiicinne
Total Real Estate Sales .......................

Revenue from Contracts with Customers......
Other Non-Timber Sales, Primarily Lease......
Total Revenue .................ccceevvvveeeeennnn.

Pacific New
Southern Northwest Zealand Real
Timber Timber Timber Estate Trading
$80,134 $14,305 $28,737 — $13,771 — $136,947
60,295 92,166 213,206 — 134,299 — 499,966
3,433 — — — — — 3,433
143,863 106,471 241,943 — 148,070 — 640,347
16,285 709 401 — — — 17,395
9,030 2,375 6,670 — — — 18,075
— — — — 652 — 652
25,315 3,084 7,071 — 652 — 36,122
— — — 8,393 — — 8,393
— — — 8,621 — — 8,621
— — — 22,689 — — 22,689
— — — 98,872 — — 98,872
— — — 138,575 — — 138,575
169,178 109,555 249,014 138,575 148,722 — 815,044
817 277 — — — — 1,094
— — — — 92 (92) —

$169,995 $109,832 $249,014 $138,575 $148,814 ($92) _ $816,138

$67,836 $11,242  $24,934 — $13,352 —  $117,364
50,891 77477 197,521 — 137,854 — 463743
3,912 — — — — — 3,912
122,639 88,719 222,455 - 151,206 — 7 585019
16,004 646 227 — — — 16,877
5,061 2,243 617 — — — 7,921
— — — — 1,378 — 1,378
21,065 2,889 844 — 1,378 — 26,176
_ — — 6,348 — — 6,348

= = = 16,405 = = 16,405

— — — 18,632 — — 18,632

— — = 70,590 — — 70,590

— — — 95,351 — — 95,351

= = — T 207,326 - — 7 207,326
143,704 91,608 223,299 207,326 152,584 — 818,521
806 269 — — — — 1,075
$144,510 $91,877 _ $223299 _ $207,326 $152,584 — _$819,59
$80,248 $13,202  $18,993 — $8,793 —  $121,236
46,600 61,985 151,747 — 99,520 — 359,852
6,052 — — — — — 6,052
132,854 75187 170,740 — 108,313 — 487,094
14,313 503 279 — — — 15,095
3,267 1,832 5,022 — — — 10,121
— — — — 1,369 — 1,369
17,580 2,335 5,301 = 1,369 = 26,585
— — — 1,740 — — 1,740

_ — — 5,540 — = 5,540

— — — 18,672 — — 18,672

— — — 67,981 — — 67,981

— — — 207,265 — — 207,265

- - — 7 301,198 - — 7 301,198
150,434 77,522 176,041 301,198 109,682 — 814877
758 280 — — — — 1,038
$151,192 $77,802 _ $176,041 _ $301,198 $109,682 — _$815915
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The following tables present our timber sales disaggregated by contract type for the years ended December 31,
2018, 2017 and 2016:

Pacific
Southern Northwest New Zealand

Year Ended Timber Timber Timber Trading
December 31, 2018
Stumpage Pay-as-CUt ..........ccccecveeeieiieieieeesieeens $72,385 — — — $72,385
Stumpage Lump Sum ........ooooiiiiii e 4,988 11,854 — — 16,842
Stumpage Agreed Volume ...........ccccoeiieeiiieieeenieeen. — — — — —

Total StUMPAGE -..coveeiieeiiie e 77,373 11,854 — — 89,227
Delivered Wood (DOMESLIC) .....eeeveeiiieaiieiiieiieeeene 60,931 94,617 90,631 6,141 252,320
Delivered Wood (EXPOrt) .......cereeeiiraiieaiieeiie e 5,559 — 151,312 141,929 298,800

Total Delivered .........coccoeiiiiiiiiiiiiie e 66,490 94,617 241,943 148,070 551,120
Total TIMDEr SAlES ....vveeeeeeeeeeee e $143,863 $106,471 $241,943 $148,070 $640,347

December 31, 2017

Stumpage Pay-as-CUt .........ccccerveirieiiiniesesese e $71,120 — — — $71,120
Stumpage Lump Sum .......cooiiiiiiiiie e 9,093 10,628 — — 19,721
Stumpage Agreed Volume ..........cccceeivveniiinecenienen. — 1,234 — — 1,234
Total StuUMPAGE .....ccveieiiiiiiieecee e 80,213 11,862 — — 92,075
Delivered Wood (Domestic) 42,426 76,857 84,221 6,044 209,548
Delivered Wood (EXPOrt) ......cccoveiririiinincnencice — — 138,234 145,162 283,396
Total Delivered .........coeoviiiiiiiiiiiieeee e 42,426 76,857 222,455 151,206 492,944
Total Timber Sales ........ccccoeviiiiiiiiiiciccee e $122,639 $88,719 $222,455 $151,206 $585,019
December 31, 2016
Stumpage Pay-as-Cut $73,673 — — — $73,673
Stumpage Lump Sum 4,341 2,121 767 — 7,229
Stumpage Agreed Volume ..........ccoceeieeeiiieiecenienen. — 2,492 — — 2,492
Total StuUMPAGE .....ccveieiiiiiiee e 78,014 4,613 767 — 83,394
Delivered Wood (Domestic) 54,840 70,574 71,294 3,757 200,465
Delivered Wood (EXPOIt) ......cccoviiririiiienciencicne — — 98,679 104,556 203,235
Total Delivered ..........cccoceeviiiniiiiiiiiecesesie e 54,840 70,574 169,973 108,313 403,700
Total Timber Sales .........cccceoiiiiiiiiiiciieceeecee $132,854 $75,187 $170,740 $108,313 $487,094

3. TIMBERLAND ACQUISITIONS

In 2018, the Company acquired approximately 26,000 acres of timberland in Florida, Georgia, and Texas for $45.9
million of like-kind exchange proceeds. Additionally, in two transactions during 2018, the Company acquired forestry
rights covering approximately 4,000 acres of timberland in New Zealand for approximately $11.7 million. These
acquisitions were funded from operating cash flow and use of the New Zealand subsidiary’s working capital facility.
See Note 5 — Debt.

In 2017, the Company acquired approximately 95,100 acres of timberlands (including approximately 11,000 acres
of leased lands) in Florida, Georgia and South Carolina for $214.3 million using proceeds from the offering and sale
of 5.75 million shares under the universal shelf registration along with like-kind exchange proceeds. In five additional
transactions throughout 2017, Rayonier purchased approximately 7,000 acres of timberland located in Georgia and
Washington for approximately $7.2 million, which were funded with like-kind exchange proceeds. All acquisitions were
accounted for as asset purchases.
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Additionally, in two transactions during 2017, the Company acquired forestry rights covering approximately 8,000
acres of timberland with mature timber in New Zealand for approximately $21.4 million. These acquisitions were funded
through the short-term working capital facility, which was fully repaid during the year.

The following table summarizes the timberland acquisitions at December 31, 2018 and 2017:

2018 2017
Cost Acres Cost Acres
L[0T o = LSS PSSR SRR $35,560 20,513 $32,334 15,382
(1Yo ] (o= T USRS ORI 2,532 2,232 147,833 68,473
S To 101 T OF= 0] 115 = T — — 39,884 17,651
== 1R 7,851 3,279 — —
AT = ] 1 o (o] o U — — 1,483 481
NEeW Zealand .........oooouiiiiiiiii e 11,665 3,833 21,376 7,546
Total ACQUISILIONS ..........oooiiiiiiiiie e $57,608 29,857 $242,910 109,533

4, SEGMENT AND GEOGRAPHICAL INFORMATION

Rayonier operates in five reportable segments: Southern Timber, Pacific Northwest Timber, New Zealand Timber,
Real Estate and Trading. See ltem 1 — Business for a discussion of each of the Company’s reportable segments.

See Note 1 — Summary of Significant Accounting Policies for a discussion of the current year reclassification of
New Zealand land sales from the New Zealand Timber segment to the Real Estate segment.

Sales between operating segments are made based on estimated fair market value, and intercompany sales,
purchases and profits (losses) are eliminated in consolidation. The Company evaluates financial performance based
on segment operating income and Adjusted EBITDA. Asset information is not reported by segment, as the company
does not produce asset information by segment internally.

Operating income as presented in the Consolidated Statements of Income and Comprehensive Income is equal
to segmentincome. Certainincome (loss) items in the Consolidated Statements of Income and Comprehensive Income
are not allocated to segments. These items, which include interest income (expense), miscellaneous income (expense)
and income tax expense, are not considered by management to be part of segment operations and are included under
“Corporate and other.”

Segment information for each of the three years ended December 31, 2018 follows:

Sales by Product Line

2018 2017 2016

Southern Timber $169,995 $144,510 $151,192
Pacific Northwest Timber 109,832 91,877 77,802
New Zealand TIMDEr ...t 249,014 223,299 176,041
Real Estate
Improved DeVEIOPMENT .....ciciiiiiiiee et e e e e e e e e e e e e e e e e e ennnaeaaeeaannnes 8,393 6,348 1,740
Unimproved DevEIOPMENT ...ttt e e a e e e e nnes 8,621 16,405 5,540
0 = SR 22,689 18,632 18,672
Non-Strategic / TImberlands ...........ccooiiiiiiii e 98,872 70,590 67,981
Large DiSPOSItIONS  ........cciiiiiiiiiiii i s — 95,351 207,265
Total REAIESLAtE .....c.eeiviiieiiciee et 138,575 207,326 301,198
1= o LT3V PP 148,814 152,584 109,682
Intersegment eliminationNS .........oooiiiiiii e (92) — —
TOLAl SAICS ... et nn $816,138 $819,596 $815,915
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Operating Income/(Loss)

2018 2017 2016

STe 101 o T=T oI 4410 =Y O $44,245 $42,254 $43,098
Pacific Northwest TIMDEI ........oooiiii e 8,137 1,127 (3,992)
New Zealand TiMDET ........cooiiiiiiiee et e e e e e e e e e e e e e e e e ennaaaaeaeaaas 62,754 57,567 33,049
REAI ESTAE (@)  -eeieiiiieiiitiii ettt e et e e e et e e e e e enea 76,240 130,856 202,402
B Ic=To [T TR 953 4,578 2,002
Corporate @nd OtNEI ...........oooiiiiieie ettt e e e e e (22,261) (20,891) (20,782)

Total Operating INCOME ...t e e e e e e e e e e enaaeaeeeeeennnnes 170,068 215,491 255,777
Unallocated interest expense and Other ................ccoooiiiiiii e (27,502) (32,231) (32,943)
Total Income before INCOME TAXES ..........cuiieeieeeeeeeee e ere e $142,566  $183,260 $222,834

(a) The years 2017 and 2016 include Large Dispositions of $67.0 million and $143.9 million, respectively.

Gross Capital Expenditures

2018 2017 2016

Capital Expenditures (a)
SOUNEIN TIMDEI ..ottt ettt ee et eaenn e $35,388 $34,476 $33,487
Pacific NOhWESE TIMDEE ...t e e e e e e e e e e ennnnaees 9,311 10,254 8,036
NeW Zealand TiMDEE ....ocooi et e e e e e e e e e e e st e e e e e e s snnneeaeeeaannnes 17,318 17,046 16,095
L= L ] - (= 284 1,348 315
Corporate and OtNEI .......ooi oot e e e e e e e e e e e e e e 24 2,221 790

Total capital eXPENItUIES ......coooiiiiiiiiii et e e e e e e e e $62,325 $65,345 $58,723
Timberland Acquisitions
SOUNEIN TIMDEI ..o ettt e r e nne e sneesreeneas $45,943  $220,051 $103,947
Pacific Northwest TIMDEr ...........ccoociiiiiiiii et snee — 1,483 262,534
New Zealand TIMDEI ... ettt e e e et e e eeaaea e 11,665 21,376 —

Total timberland acqUISItIONS .........uuiiiiii e $57,608 $242,910 $366,481
Total Gross Capital EXpenditures ... $119,933  $308,255 $425,204

(a) Excludes timberland acquisitions presented separately in addition to spending on the Rayonier office building of $6.1 million and $6.3 million
in the years 2017 and 2016, respectively, and real estate development investments of $9.5 million, $15.8 million and $8.7 million in the years
2018, 2017 and 2016, respectively.

Depreciation,

Depletion and Amortization

2018 2017 2016
SOUNEN TIMDET ..ot an e $58,609 $49,357 $49,747
Pacific Northwest TIMDEr ... 32,779 32,008 25,246
New Zealand TIMDEr ... ... e e e e eteeeeenaeaeaans 28,007 27,499 23,447
REAIESIAte (@) ..o 23,566 36,343 52,304
Corporate @nd OtNEI ..o 1,160 794 402
TO Al oot e e e e e e aa e e e st e e e eta e e e e taeeeanrean $144,121  $146,001  $151,146

The years 2017 and 2016 include Large Dispositions of $18.4 million and $36.1 million, respectively.
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Non-Cash Cost of Land and
Improved Development

2018 2017 2016
REAIESLAE (8) ....iiiiiieiiiiee ettt nte e 23,553 23,498 33,862
(a) The years 2017 and 2016 include Large Dispositions of $9.8 million and $22.2 million, respectively.

Geographical Operating Information

Operating Income Identifiable Assets
2018 2017 2016 2018 2017

.......... $390,396 $419,402 $528,345 $83,357 $138,528 $220,703  $2,282,480  $2,331,230
New Zealand .......... 425,742 400,194 287,570 86,711 76,963 35,074 498,186 527,251
Total .............. $816,138 $819,596 $815,915 $170,068 $215,491 $255,777  $2,780,666  $2,858,481

5. DEBT

Rayonier’s debt consisted of the following at December 31, 2018 and 2017:

2018 2017

Term Credit Agreement due 2024 at a variable interest rate of 4.0% at December 31, 2018 $350,000 $350,000
Senior Notes due 2022 at a fixed interest rate of 3.75% 325,000 325,000
Incremental Term Loan Agreement due 2026 at a variable interest rate of 4.2% at December 31,

2018 300,000 300,000
Revolving Credit Facility due 2020 at a variable interest rate of 2.8% at December 31, 2017 — 50,000
New Zealand subsidiary noncontrolling interest shareholder loan at 0% interest rate — 8379
Total debt 975,000 1,028,375
Less: Current maturities of long-term debt — (3,375)
Less: Deferred financing costs (2,433) (2,996)
Long-term debt, net of deferred financing costs $972,567 $1,022,004

Principal payments due during the next five years and thereafter are as follows:

20 OSSPSR —
2012 O OSSOSO PRR PO —
20 PSPPSRSO —
2072 PR 325,000
20 S PSSR —
2L (=T L ] PO OPRPRSPRR 650,000
TOAI GEDE oot e et e e e e e e e e s e e e e eeeeeeseees e ee e eeseees e ee e e e eeeeee st e et ee e e et eee s oot e ee e ee e ee e ee e ee s eereer e " $975,000
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TERM CREDIT AGREEMENT

In August 2015, the Company entered into a credit agreement with CoBank, ACB, as administrative agent, and a
syndicate of Farm Credit institutions and other commercial banks to provide $550 million of new credit facilities, including
a nine-year $350 million term loan facility. The periodic interest rate on the term loan facility is subject to a pricing grid
based on the Company’s leverage ratio, as defined in the credit agreement. As of December 31, 2018, the periodic
interest rate on the term loan facility was LIBOR plus 1.625%. Monthly payments of interest only are due on this loan
through maturity. Following the closing of the termloan, the Company entered into several interest rate swap transactions
to fix the cost of the term loan facility over its nine-year term. The term credit agreement allows the Company to receive
annual patronage payments, which are profit distributions made by a cooperative to its member-users based on the
quantity or value of business done with the member-user. The Company estimates the effective interest rate on the
term loan facility to be approximately 3.3% after consideration of the interest rate swaps and estimated patronage
refunds. For additional information on the Company’s interest rate swaps see Note 13 — Derivative Financial
Instruments and Hedging Activities.

3.75% SENIOR NOTES ISSUED MARCH 2012

In March 2012, Rayonier Inc. issued $325 million of 3.75% Senior Notes due 2022, guaranteed by certain
subsidiaries. Semi-annual payments of interest only are due on these notes through maturity. See Note 23 -
Consolidating Financial Statements for further information regarding the subsidiary guarantors.

INCREMENTAL TERM LOAN AGREEMENT

In April 2016, the Company entered into an incremental term loan agreement with CoBank, ACB, as administrative
agent, and a syndicate of Farm Credit institutions to provide a 10-year, $300 million incremental term loan. The periodic
interest rate on the incremental term loan agreement is subject to a pricing grid based on the Company’s leverage
ratio, as defined in the credit agreement. As of December 31, 2018, the periodic interest rate on the incremental term
loan was LIBOR plus 1.900%. Monthly payments of interest only are due on this loan through maturity. Following the
closing of the incremental term loan, the Company entered into several interest rate swap transactions to fix the cost
of the facility over its 10-year term. The Company estimates the effective interest rate on the incremental term loan
facility to be approximately 2.8% after consideration of the interest rate swaps and estimated patronage payments.
For additional information on the Company’s interest rate swaps see Note 13 — Derivative Financial Instruments and
Hedging Activities.

REVOLVING CREDIT FACILITY

In August 2015, the Company entered into a five-year $200 million unsecured revolving credit facility, replacing
the previous $200 million revolving credit facility and $100 million farm credit facility which were scheduled to expire
in April 2016 and December 2019, respectively. The periodic interest rate on the revolving credit facility is subject to a
pricing grid based on the Company’s leverage ratio, as defined in the credit agreement. As of December 31, 2018, the
periodic interest rate on the revolving credit facility was LIBOR plus 1.250%, with an unused commitment fee of 0.175%.
Monthly payments of interest only are due on this loan through maturity. At December 31, 2018, the Company had
$189.8 million of available borrowings under this facility, net of $10.2 million to secure its outstanding letters of credit.

NEW ZEALAND SUBSIDIARY DEBT

In April 2013, Rayonier acquired an additional 39% interest in its New Zealand subsidiary, bringing its total ownership
to 65%, and as a result, the New Zealand subsidiary’s debt was consolidated effective on that date. On March 3, 2016,
as a result of a capital contribution, the Company’s ownership interest in the New Zealand subsidiary increased to
77%. See Note 7 — New Zealand Subsidiary for further information.

SHAREHOLDER LOAN

The shareholder loan, which was fully repaid in the first quarter of 2018, was an interest-free loan from the
noncontrolling New Zealand subsidiary partner. The loan was unsecured and subordinated to the Working Capital
Facilities of the New Zealand subsidiary. Although Rayonier Inc. was not liable for this loan, the shareholder loan
instrument contained features with characteristics of both debt and equity and was therefore required to be classified
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as debt and consolidated. As the loan was effectively at par, the carrying amount was deemed to be the fair value. The
entire balance of the shareholder loan was classified as short-term debt at December 31, 2017.

WORKING CAPITAL FACILITIES

In June 2016, the New Zealand subsidiary entered into a 12-month NZ$20 million working capital facility and an
18-month NZ$20 million working capital facility. Both working capital facilities were renewed in 2017 for a total of NZ
$40 million. In June 2018, one working capital facility was renewed for an additional 12-month term. The second facility
lapsed on December 31, 2018. The NZ$20 million Working Capital Facility is available for short-term operating cash
flow needs of the New Zealand subsidiary. This facility holds a variable interest rate indexed to the 90-day New Zealand
Bank Bill rate (“BKBM”). The margins are set for the term of the facility. During the year ended December 31, 2018,
the New Zealand subsidiary made borrowings and repayments of $1.0 million on its working capital facility. At December
31, 2018, there was no outstanding balance on the working capital facility.

DEBT COVENANTS

In connection with the Company’s $350 million term credit agreement (the “Term Credit Agreement”), $300 million
incremental term loan agreement (the “Incremental Term Loan Agreement”) and $200 million revolving credit facility
(the “Revolving Credit Facility”), customary covenants must be met, the most significant of which include interest
coverage and leverage ratios.

In addition to these financial covenants listed above, the Senior Notes, Term Credit Agreement, Incremental Term
Loan Agreement and Revolving Credit Facility include customary covenants that limit the incurrence of debt and the
disposition of assets, among others. At December 31, 2018, the Company was in compliance with all covenants.
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6. HIGHER AND BETTER USE TIMBERLANDS AND REAL ESTATE DEVELOPMENT INVESTMENTS

Rayonier continuously assesses potential alternative uses of its timberlands, as some properties may become
more valuable for development, residential, recreation or other purposes. The Company periodically transfers, via a
sale or contribution from the REIT to taxable REIT subsidiaries (“TRS”), HBU timberlands to enable land-use entitlement,
development or marketing activities. The Company also acquires HBU properties in connection with timberland
acquisitions. These properties are managed as timberlands until sold or developed. While the majority of HBU sales
involve rural and recreational land, the Company also selectively pursues various land-use entitlements on certain
properties for residential, commercial and industrial development in order to enhance the long-term value of such
properties. For selected development properties, Rayonier also invests in targeted infrastructure improvements, such
as roadways and utilities, to accelerate the marketability and improve the value of such properties.

An analysis of higher and better use timberlands and real estate development investments from December 31,
2017 to December 31, 2018 is shown below:

Higher and Better Use Timberlands and Real
Estate Development Investments

Land and Development
Timber Investments Total

Non-current portion at December 31, 2017 $59,653 $21,144 $80,797
Plus: Current portion (a) 6,702 11,648 18,350
Total Balance at December 31, 2017 66,355 32,792 99,147
Non-cash cost of land and improved development (2,193) (8,192) (10,385)
Timber depletion from harvesting activities and basis of timber sold in real

estate sales (2,450) = (2,450)
Capitalized real estate development investments (b) — 9,501 9,501
Capital expenditures (silviculture) 254 — 254
Intersegment transfers 1,467 — 1,467
Other (5) (1) (6)
Total Balance at December 31, 2018 63,428 34,100 97,528
Less: Current portion (a) (4,239) (7,680) (11,919)
Non-current portion at December 31, 2018 $59,189 $26,420 $85,609

(a) The current portion of Higher and Better Use Timberlands and Real Estate Development Investments is recorded in Inventory. See Note 18
— Inventory for additional information.

(b) Capitalized real estate development investments includes $0.6 million of capitalized interest.

7. NEW ZEALAND SUBSIDIARY

The Company maintains a 77% controlling financial interest in Matariki Forestry Group (the “New Zealand
subsidiary”), a joint venture that owns or leases approximately 408,000 legal acres of New Zealand timberland.
Accordingly, the Company consolidates the New Zealand subsidiary’s balance sheet and results of operations. The
portions of the consolidated financial position and results of operations attributable to the New Zealand subsidiary’s
23% noncontrolling interest are shown separately within the Consolidated Statements of Income and Comprehensive
Income and Consolidated Statements of Shareholders’ Equity. Rayonier New Zealand Limited (“RNZ”), a wholly-owned
subsidiary of Rayonier Inc., serves as the manager of the New Zealand subsidiary.
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8. COMMITMENTS

The Company leases certain buildings, machinery and equipment under various operating leases. Total rental
expense for operating leases for the three years ended December 31:

2018 2017 2016
OPEratiNg LEASES ... $1,320 $1,992 $2,049

The Company also has long-term lease agreements on certain timberlands in the Southern U.S. and New Zealand.
U.S. leases typically have initial terms of approximately 30 to 65 years, with renewal provisions in some cases. New
Zealand timberland lease terms range between 30 and 99 years. Such leases are generally non-cancellable and require
minimum annual rental payments. Total expenditures for long-term leases and deeds on timberlands (including Crown
Forest Licenses) for the three years ended December 31:

2018 2017
Long-Term Leases and Deeds on Timberlands .................ooooeoiviiiiiiieieeeeeeeeee. $9,521 $10,731

2016
$10,710

At December 31, 2018, the future minimum payments under non-cancellable operating leases, timberland leases
and other commitments were as follows:

Operating Timberland Commitments
Leases Leases (a) (b) Total
2019 e $8,775 $4,184 $14,193
2020 e 1,071 8,384 229 9,684
20270 e e e e e e 898 8,365 25 9,288
2022 710 8,128 — 8,838
2023 s 649 7,618 — 8,267
Thereafter (C) ..cccccuvviiiiiiieieeee e, 40 137,586 — 137,626
$4,602 $178,856 $4,438 $187,896

(a) The majority of timberland leases are subject to increases or decreases based on either the Consumer Price Index, Producer Price Index or
market rates.

—

b) Commitments include $1.4 million of pension contribution requirements in 2019 based on actuarially determined estimates and IRS minimum
funding requirements, payments expected to be made on derivative financial instruments (foreign exchange contracts and interest rate swaps),
construction of the Wildlight development project and other purchase obligations. For additional information on the pension contribution see
Note 15 — Employee Benefit Plans.

Includes 20 years of future minimum payments for perpetual Crown Forest Licenses (“CFL”). A CFL consists of a license to use public or
government owned land to operate a commercial forest. The CFL's extend indefinitely and may only be terminated upon a 35-year termination
notice from the government. If no termination notice is given, the CFLs renew automatically each year for a one-year term. As of December 31,
2018, the New Zealand subsidiary has two CFL's under termination notice that are currently being relinquished as harvest activities are
concluding, as well as two fixed term CFL’s expiring in 2062. The annual license fee is determined based on current market rental value, with
triennial rent reviews.

—
o
-



RAYONIER INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Dollar amounts in thousands unless otherwise stated)

9. INCOME TAXES

Our U.S. timber operations are primarily conducted by our REIT entity and is generally not subject to U.S. federal
and state income taxation. Our New Zealand timber operations are conducted by the New Zealand subsidiary which
is subject to corporate level tax in New Zealand. Our non-REIT qualifying operations, which are subject to corporate-
level tax, are held by various TRS. These operations include our log trading business and certain real estate activities,
such as the sale , entitlement and development of HBU properties.

PROVISION FOR INCOME TAXES FROM CONTINUING OPERATIONS

The provision for income taxes for each of the three years ended December 31 follows:

2018 2017 2016
Current
U.S. fEABIAI ... $2 $261 —
2= 1 (= TSSO PPRT 37 (38) (254)
Lo (=1 T o TSRS (1,914) (245) (241)
(1,875) (22) (495)
Deferred
(RS T (=T =Y = USSR 3,803 13,028 5,403
S = 1 (= T OO UU PO UUPTPURP 146 — (280)
Lo (=1 T o [ PSSR (23,360) (21,659) (6,079)
(19,411) (8,631) (956)
Changes in valuation allowancCe ..............ccoooiiiiiiiiiiiiiiieeee e (3,950) (13,028) (3,613)
Lo 1= SRR ($25,236) ($21,681) ($5,064)

A reconciliation of the U.S. federal statutory income tax rate to the actual income tax rate for each of the three
years ended December 31 follows:

2018 2017 2016

U.S. federal statutory income tax rate .............ccccooiviiiiinenene ($29,939) (21.0)% (%$64,141) (35.0)% ($77,992) (35.0)%
U.S. and foreign REIT inCOMe ........ccoceeeviiiieiiiiicceiiee e 32,949 231 63,813 34.8 82,037 36.8
Matariki Group and Rayonier New Zealand Ltd .................. (23,166) (16.2) (19,182) (10.5) (4,799) (2.2)
Transition aX .....ooeeieriirie e — — (3,506) (1.9) — —
Change in valuation allowance ............cccccceiiiiiieiiieenncnnne (3,950) (2.8) (13,028) (7.1) (3,613) (1.6)
ASU No. 2016-16 adoption impact ............ccceeeervieneeiineenns — — 16,631 9.1 — —
Deemed repatriation of unremitted foreign earnings ........... — — 7,368 4.0 — —
Reduction of deferred tax asset for statutory rate change ... — — (10,499) (5.7) — —
Foreign income tax withholding ...........cccceeoiiiiiiiiciicee, (1,848) (1.3) = = = =
OFNEI e 718 0.5 863 0.5 (697) (0.3)

Income tax (expense) benefit as reported for net income....... ($25,236) (17.7)% ($21,681) (11.8)%  ($5,064) (2.3)%

The Company’s effective tax rate is below the 21 percent U.S. statutory rate primarily due to tax benefits associated
with being a REIT.
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DEFERRED TAXES

Deferred income taxes result from differences between the timing of recognizing revenues and expenses for
financial book purposes versus income tax purposes. The nature of the temporary differences and the resulting net
deferred tax asset/liability for the two years ended December 31 follows:

2018 2017

Gross deferred tax assets:

Pension, postretirement and other employee benefits ..., $1,791 $1,017
New Zealand SUDSIAIAIY .........coooiiii e 14,252 40,224
CBPC tax credit carry fOrwards ............oooiiiiiioiiie e 14,555 14,641
Capitalized real eState COSES .......ouiiiiiiiiiiiiii e a e e 7,386 7,058
U.S. TRS net 0perating l0SS .......cccciuiiiiiiiiiie ettt e e e e e e e e 5,747 1,872
Land basis diffErENCe .........ueeiiiiiiiee e 11,282 11,090
L1 T O PPRRPR 4,047 5,079
Total gross deferred tax @SSELS .......iicuuiiiiiiiiiii et e e 59,060 80,981
Less: Valuation @llOWaNCE ..........cuuiiiiiiiiiec et (38,839) (34,889)
Total deferred tax assets after valuation alloOWaNnCe..............ooovviiieiiiiiiiiiiiieeeeeeeeee e $20,221 $46,092
Gross deferred tax liabilities:
Accelerated depreciation ...........c...eiiiiiiiiii e (73) (35)
New Zealand SUDSIAIArY ..........oooiiiiiiiiiiiic e (66,430) (72,527)
Timber installment Sl ... (4,823) (4,706)
L] 1 T PP (1,272) (1,270)
Total gross deferred tax liabilities ... (72,598)  (78,538)
Net deferred tax liability reported as NONCUITENt ... ($52,377) ($32,446)

Foreign net operating loss (“NOL”) and tax credit carryforwards as of the two years ended December 31 follows:

Gross Valuation
Amount Allowance Expiration

2018
New Zealand subsidiary NOL carryforwards ...........cccoceveiiiieiiieeiiiee e $31,052 — None
U.S. net deferred tax @sset ... 24,284 (24,284) None
Cellulosic Biofuel Producer Credit...........cooiviiiiiiiiiiiiicieeeeeeee e 14,555 (14,555) 2019

Total Valuation AIOWANCE ........ooeieieeiiieieiceeeee e ($38,839)
2017 -
New Zealand subsidiary NOL carryforwards ............ccocceveiiieeiiieeinieeeiiee e $137,949 — None
U.S. net deferred tax asset ... 20,248 (20,248) None
Cellulosic Biofuel Producer Credit ..o 14,641 (14,641) 2019

Total Valuation AllOWaNCE ........coeviieiiiiiiiceee e ($34,889)

77



RAYONIER INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Dollar amounts in thousands unless otherwise stated)

UNRECOGNIZED TAX BENEFITS

A reconciliation of the beginning and ending unrecognized tax benefits for the three years ended December 31
follows:

2018 2017 2016
Balance at JANUAIY 1, ......oooiiiiiiieiee e e — $135 $135
Decreases related to prior year tax positions (8) ........ccvevviiiieiiiiiiieieeecee e — (135) —
Increases related to prior year tax poSitions ........cccccvviiiiiiiiiieeee e — — —
Balance at DECEMDET 371, .....oiiiiiie et — — $135

(a) Result of a lapse of the applicable statute of limitations.

The Company records interest (and penalties, if applicable) related to unrecognized tax benefits in non-operating
expense. The Company recorded no benefit to interest expense in 2018, 2017 and 2016, respectively and had no
recorded liabilities for the payment of interest at December 31, 2018 and 2017.

TAX STATUTES

The following table provides detail of the tax years that remain open to examination by the IRS and other significant
taxing jurisdictions:

Taxing Jurisdiction Open Tax Years
U.S. INternal REVENUE SEIVICE .........iiiiiieeeeieeeee et e e e e e e e e e e e e e eaaas 2015 -2017
New Zealand [INland REVENUE .........oooueiiiiie e e 2013 - 2017

U.S. TAX REFORM

The Tax Cuts and Jobs Act (the “Act”) was signed into law on December 22, 2017 making significant changes to
the Internal Revenue Code. Changes include a permanent reduction in the U.S. corporate income tax rate from 35%
to 21% effective January 1, 2018 and a one-time transition tax on the deemed repatriation of deferred foreign earnings
in 2017. The Company has completed its assessment of the accounting implications of the Act.

As a result of the reduction in the U.S. corporate tax rate, the Company remeasured its U.S. deferred tax assets
and liabilities and recorded zero tax expense due to a full valuation allowance. The deemed repatriation on deferred
foreign income was de minimis as the income inclusion was offset by net operating losses (“NOL”).

Effective January 1, 2018, the Act subjects a U.S. shareholder to current tax on global intangible low-taxed income
(“GILTI") earned by certain foreign subsidiaries. The Company’s REIT entity has a GILTI income inclusion of $0.8
million in the current year. The Company has made the policy election to account for the tax effects of GILTI as a
component of income tax expense in the period the tax arises, to the extent applicable.

ADOPTION OF ASU 2018-02

See Note 1 — Summary of Significant Accounting Policies for discussion on the adoption of ASU 2018-02.
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10. CONTINGENCIES

Following the Company’s November 10, 2014 earnings release and filing of the restated interim financial statements for
the quarterly periods ended March 31 and June 30, 2014, (the “November 2014 Announcement”), the Company received
five separate letters from shareholders requesting that the Company investigate or pursue derivative claims against certain
officers and directors related to the November 2014 Announcement (the “Derivative Claims”). Although these demands did
not identify any claims against the Company, the Company has certain obligations to advance expenses and provide
indemnification to certain current and former officers and directors of the Company. The Company has also incurred expenses
as a result of costs arising from the investigation of the claims alleged in the various demands.

Following the Company’s receipt of the Derivative Claims, it entered into a series of tolling agreements with the
shareholders from whom it received demands (the “Demand Shareholders”). The last of these tolling agreements ended in
March of 2017. On October 13, 2017, one of the Demand Shareholders filed an action in the United States District Court for
the Middle District of Florida, styled Molloy v. Boynton, et al., Civil Action No. 3:17-cv-01157-TJC-MCR (the “Derivative
Lawsuit”). The complaint alleged breaches of fiduciary duties and unjust enrichment and named as defendants certain former
officers and directors of Rayonier (the former officers and directors named as defendants are collectively the “Individual
Defendants”).

In November 2017, the parties reached an agreement to resolve all claims brought in the Derivative Lawsuit and agreed
to negotiate in good faith regarding the amount of attorneys’ fees and expenses to be paid to the Demand Shareholders’
counsel, subject to court approval. The parties executed a term sheet on November 27, 2017, and agreed to schedule a
mediation regarding the amount of attorneys’ fees and expenses. On December 6, 2017, the Court entered an order staying
the case, directing that the case be administratively closed, and ordering the parties to file a joint status report with the Court
not later than March 15, 2018.

At mediation on March 13, 2018, the parties reached an agreement in principle to settle the case and amended the term
sheet to memorialize such agreement (the “Settlement”). On April 17, 2018, Plaintiff sought preliminary approval of the
Settlement from the Court. Pursuant to the terms of the Settlement, the Company agreed to certain governance reforms and
to cause certain of its directors’ and officers’ liability insurance carriers to fund a settlement payment for the Demand
Shareholders’ attorneys’ fees and expenses as well as incentive awards to the Demand Shareholders in the aggregate
amount of $1.995 million. On August 17, 2018, the Court granted preliminary approval, established notice requirements and
scheduled the final hearing as to approval of the Settlement. On November 2, 2018, the granted final approval and dismissed
the case with prejudice. Following the dismissal, Rayonier’s insurance carriers made timely payment as required by the
Settlement. The period allowed to file an appeal of the Court’s dismissal of the case expired on December 3, 2018, and no
timely appeal was filed.

The Company has also been named as a defendant in various other lawsuits and claims arising in the normal course
of business. While the Company has procured reasonable and customary insurance covering risks normally occurring in
connection with its businesses, it has in certain cases retained some risk through the operation of large deductible insurance
plans, primarily in the areas of executive risk, property, automobile and general liability. These pending lawsuits and claims,
either individually or in the aggregate, are not expected to have a material adverse effect on the Company’s financial position,
results of operations, or cash flow.
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1. GUARANTEES

The Company provides financial guarantees as required by creditors, insurance programs, and various
governmental agencies. As of December 31, 2018, the following financial guarantees were outstanding:

Maximum Carrying

Potential Amount
Financial Commitments Payment of Liability

Standby letters of Credit (2) .....oveooeereeiieee e $10,176
GUArANTEES (D) v 2,254 43
S TU =1 4V oY) Lo LS () PP 3,185 —

Total financial commitments $15,615 $43

(a) Approximately $9.2 million of the standby letters of credit serve as credit support for infrastructure at the Company’s Wildlight development
project. The remaining letters of credit support various insurance related agreements, primarily workers’ compensation. These letters of credit
will expire at various dates during 2019 and will be renewed as required.

(b) In conjunction with a timberland sale and note monetization in 2004, the Company issued a make-whole agreement pursuant to which it
guaranteed $2.3 million of obligations of a special-purpose entity that was established to complete the monetization. At December 31, 2018,
the Company has recorded a de minimis liability to reflect the fair market value of its obligation to perform under the make-whole agreement.

(c) Rayonier issues surety bonds primarily to secure performance obligations related to various operational activities and to provide collateral for
outstanding claims under the Company’s previous workers’ compensation self-insurance programs in Washington and Florida. These surety
bonds expire at various dates during 2019 and are expected to be renewed as required.

12. EARNINGS PER COMMON SHARE

Basic earnings per share (“EPS”) is calculated by dividing net income attributable to Rayonier by the weighted
average number of common shares outstanding during the year. Diluted EPS is calculated by dividing net income
attributable to Rayonier by the weighted average number of common shares outstanding adjusted to include the
potentially dilutive effect of outstanding stock options, performance shares, restricted shares and convertible debt.

The following table provides details of the calculation of basic and diluted EPS for the three years ended
December 31:

2018 2017 2016

Net INCOME ..o, $117,330 $161,579 $217,770
Less: Net income attributable to noncontrolling interest ......................... (15,114) (12,737) (5,798)
Net income attributable to Rayonier InC. ........ccoeeeiiiiiiieei s $102,216 $148,842 $211,972
Shares used for determining basic earnings per common share ............ 129,043,627 127,367,608 122,585,200
Dilutive effect of:

StOCK OPLIONS ..t 71,276 91,956 92,473

Performance and restricted shares ..........cccoccvieiiiiiiiiie s 575,328 350,385 134,650
Shares used for determining diluted earnings per common share .......... 129,690,231 127,809,949 122,812,323
Basic earnings per common share attributable to Rayonier Inc.:............. $0.79 $1.17 $1.73
Diluted earnings per common share attributable to Rayonier Inc.: ......... $0.79 $1.16 $1.73

2018 2017 2016

Anti-dilutive shares excluded from computations of diluted earnings per share:
Stock options, performance and restricted shares ..............ccooooviiiiiiiiien . 254,282 596,061 829,469
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13. DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING ACTIVITIES

The Company is exposed to market risk related to potential fluctuations in foreign currency exchange rates and
interest rates. The Company uses derivative financial instruments to mitigate the financial impact of exposure to these
risks. The Company also uses derivative financial instruments to mitigate exposure to foreign currency risk due to the
translation of the investment in Rayonier’'s New Zealand-based operations from New Zealand dollars to U.S. dollars.

Accounting for derivative financial instruments is governed by Accounting Standards Codification Topic 815,
Derivatives and Hedging, (“ASC 815”). In accordance with ASC 815, the Company records its derivative instruments
at fair value as either assets or liabilities in the Consolidated Balance Sheets. Changes in the instruments’ fair value
are accounted for based on their intended use. Gains and losses on derivatives that are designated and qualify for
cash flow hedge accounting are recorded as a component of accumulated other comprehensive income (“AOCI”) and
reclassified into earnings when the hedged transaction materializes. Gains and losses on derivatives that are designated
and qualify for net investment hedge accounting are recorded as a component of AOCI and will not be reclassified into
earnings until the Company’s investment in its New Zealand operations is partially or completely liquidated. The
ineffective portion of any hedge, changes in the fair value of derivatives not designated as hedging instruments and
those which are no longer effective as hedging instruments, are recognized immediately in earnings. The Company's
hedge ineffectiveness was de minimis for all periods presented.

FOREIGN CURRENCY EXCHANGE AND OPTION CONTRACTS

The functional currency of Rayonier’'s wholly-owned subsidiary, Rayonier New Zealand Limited, and the New
Zealand subsidiary is the New Zealand dollar. The New Zealand subsidiary is exposed to foreign currency risk on
export sales and ocean freight payments which are mainly denominated in U.S. dollars. The New Zealand subsidiary
typically hedges 35% to 90% of its estimated foreign currency exposure with respect to the following three months
forecasted sales and purchases, 25% to 75% of its forecasted sales and purchases for the forward three to 12 months
and up to 50% of the forward 12 to 18 months. Foreign currency exposure from the New Zealand subsidiary’s trading
operations is typically hedged based on the following three months forecasted sales and purchases. As of December 31,
2018, foreign currency exchange contracts and foreign currency option contracts had maturity dates through December
2019 and February 2020, respectively.

Foreign currency exchange and option contracts hedging foreign currency risk on export sales and ocean freight
payments qualify for cash flow hedge accounting. The fair value of foreign currency exchange contracts is determined
by a mark-to-market valuation which estimates fair value by discounting the difference between the contracted forward
price and the current forward price for the residual maturity of the contract using a risk-free interest rate. The fair value
of foreign currency option contracts is based on a mark-to-market calculation using the Black-Scholes option pricing
model.

The Company may de-designate cash flow hedge relationships in advance or at the occurrence of the forecasted
transaction. The portion of gains or losses on the derivative instrument previously accumulated in AOCI for de-
designated hedges remains in AOCI until the forecasted transaction affects earnings. Changes in the value of derivative
instruments after de-designation are recorded in earnings.

Through our ownership in the New Zealand subsidiary, the Company is exposed to foreign currency risk on
shareholder distribution payments which are denominated in N.Z. dollars. On behalf of the Company, the New Zealand
subsidiary typically hedges 60% to 100% of its estimated foreign currency exposure with respect to the following three
months forecasted distributions, up to 75% of forecasted distributions for the forward three to six months and up to
50% of the forward six to 12 months. For the years ended December 31, 2018 and 2017, the change in fair value of
the foreign exchange forward contracts of $2.2 million and $0.1 million was recorded in “Interest income and
miscellaneous income (expense), net” as the contracts did not qualify for hedge accounting treatment. As of
December 31, 2018, foreign exchange forward contracts had maturity dates through March 2019.
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In March 2018, the Company entered into a foreign currency exchange contract (notional amount of NZ$37 million)
to mitigate the risk of fluctuations in foreign currency exchange rates when translating the New Zealand subsidiary’s
balance sheet to U.S. dollars. This contract hedged the cash portion of the Company’s net investment in New Zealand
and qualified as a net investment hedge. The fair value of this contract was determined by a mark-to-market valuation,
which estimates fair value by discounting the difference between the contracted forward price and the current forward
price for the residual maturity of the contract using a risk-free interest rate. This hedge qualified for hedge accounting
whereby fluctuations in fair market value during the life of the hedge are recorded in AOCI and remain there permanently
unless a partial or full liquidation of the investment is made. At each reporting period, the Company reviewed the hedge
for ineffectiveness. In April 2018, the foreign currency exchange contract matured and the Company repatriated the
cash. The Company did not have any ineffectiveness during the life of the hedge.

INTEREST RATE SWAPS

The Company is exposed to cash flow interest rate risk on its variable-rate Term Credit Agreement and Incremental
Term Loan (as discussed below), and uses variable-to-fixed interest rate swaps to hedge this exposure. For these
derivative instruments, the Company reports the gains/losses from the fluctuations in the fair market value of the hedges
in AOCI and reclassifies them to earnings as interest expense in the same period in which the hedged interest payments
affect earnings. For additional information on the Company’s interest rate swaps see Note 5 — Debt.

The following table contains information on the outstanding interest rate swaps as of December 31, 2018:

Outstanding Interest Rate Swaps (a)

Total

Bank Effective

Notional Fixed Rate = Margin Interest

Date Entered Into Term Amount Related Debt Facility of Swap on Debt Rate (b)
August 2015 9 years $170,000 Term Credit Agreement 2.20% 1.63% 3.83%
August 2015 9 years 180,000 Term Credit Agreement 2.35% 1.63% 3.98%
April 2016 10 years 100,000 Incremental Term Loan 1.60% 1.90% 3.50%
April 2016 10 years 100,000 Incremental Term Loan 1.60% 1.90% 3.50%
July 2016 10 years 100,000 Incremental Term Loan 1.26% 1.90% 3.16%

(a) Allinterest rate swaps have been designated as interest rate cash flow hedges and qualify for hedge accounting.
(b) Rate is before estimated patronage payments.

CARBON OPTIONS

The New Zealand subsidiary enters into carbon options from time to time to sell carbon assets at certain prices.
The fair value of carbon options is determined by a mark-to-market valuation using the Black-Scholes option pricing
model, which estimates fair value by discounting the difference between the contracted forward price and the current
forward price for the residual maturity of the contract using a risk-free interest rate. For the year ended December 31,
2018, the change in fair value of the carbon option contracts of $0.2 million was recorded as a loss in “Interest and
other miscellaneous income, net” as the contracts did not qualify for hedge accounting treatment. As of December 31,
2018, carbon option contracts had maturity dates through March 2019.
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The following table demonstrates the impact of the Company’s derivatives on the Consolidated Statements of
Income and Comprehensive Income for the years ended December 31, 2018, 2017 and 2016.

Location on Statement of Income and

Comprehensive Income 2017 2016

Derivatives designated as cash flow hedges:

Foreign currency exchange contracts .........ccccccocoeeiieeiiis Other comprehensive income (loss) (%4,357) $2,100 $867
Foreign currency option contracts ..........ccccoeeeeeiiieciiicennenne Other comprehensive income (loss) (180) (52) 1,035
Interest rate SWaps ..o Other comprehensive income (loss) 8,296 4,214 21,422

Derivatives designated as a net investment hedge:

Foreign currency exchange contract ............cccoceoeeicninnnen. Other comprehensive income (loss) (344) — —
Foreign currency option contracts .... Other comprehensive income (loss) — — (4,606)
Derivatives not designated as hedging instruments:

Foreign currency exchange contracts ...........ccoocoivenininnen. Other operating income, net — — 895

Interest income and miscellaneous

income (expense), net 2,183 47 —
Foreign currency option contracts ..........cccceeveviiiiiiiiiniinne Other operating income, net — — 258
Carbon options Interest income and miscellaneous

income (expense), net (158) — —
IntereSHIatCSW A S R —————————— Interest income and miscellaneous

income (expense), net — — (1,219)

During the next 12 months, the amount of the December 31, 2018 AOCI balance, net of tax, expected to be
reclassified into earnings as a result of the maturation of the Company’s derivative instruments is a loss of approximately
$1.1 million.

The following table contains the notional amounts of the derivative financial instruments recorded in the
Consolidated Balance Sheets at December 31, 2018 and 2017:

Notional Amount

2018 2017

Derivatives designated as cash flow hedges:

Foreign currency eXChange CONTACES ...........c..cooveeeeeeeee ettt e e eee e $69,950 $107,400
Foreign currency Option CONIACES ............cccueiiiiuiiee it eeee e eee e e e e e e e e e eeneeeeanns 24,000 48,000
INterest rate SWaPS ..o, 650,000 650,000

Derivatives not designated as hedging instruments:
Foreign currency exchange CONraCtS .............cccoviiiuiiiiiiiee i e 9,396 18,439
(OF= T4 oTe] gl o] o) i 0] o E- 3K - IR 2,517 —

(a) Notional amount for carbon options is calculated as the number of units outstanding multiplied by the spot price as of December 31, 2018.
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The following table contains the fair values of the derivative financial instruments recorded in the Consolidated
Balance Sheets at December 31, 2018 and 2017. Changes in balances of derivative financial instruments are recorded
as operating activities in the Consolidated Statements of Cash Flows:

Fair Value Assets (Liabilities) (a)

Location on Balance Sheet 2018 2017

Derivatives designated as cash flow hedges:

Foreign currency exchange contracts ..........ccocoooiiieiiiiiinns Other current assets — $2,286
Other assets = 538
Other current liabilities (1,569) (37)

Foreign currency option contracts .........ccccceviiiiiiiiniiiiniiincns Other current assets 217 389
Other assets 102 137
Other current liabilities (106) (119)
Other non-current liabilities (68) (55)

Interest rate SWaps .......ccccooeiiiiiiiiiiic s Other assets 23,735 17,473
Other non-current liabilities — (2,033)

Derivatives not designated as hedging instruments:

Foreign currency exchange contracts ..........cccccoevueeiiiiniiieens Other current assets 152 209
Other current liabilities (24) (189)
Ao G S NN ———— Other current liabilities (322) =

Total derivative contracts:

OhET CUITENT ASSEES et e e e e e ee e e e $369 $2,884
Other assets 23,837 18,148
TOtal AEIIVALIVE @SSELS +ouvveiueieeiireiiiieeie e sttt e et e sttt e ete e st e e seeesteeesseeesteeeseeesseeeseeeseeeseeenseeanseeenneeas $24,206 $21,032
Other current labilitIeS .....coooviiiiiie e (2,021) (345)
OEr RER-CURAEHE EEIES  somomamamsomammmmmsamsmmsassarosamsaesoasaasoasaasansoasansaasonsaasonsonsaransonsorasaonoorosaaoe (68) (2,088)
Total derivative lIabilities ......cccoveiiiiiii ($2,089) ($2,433)

(a) See Note 14 — Fair Value Measurements for further information on the fair value of our derivatives including their classification within the fair
value hierarchy.

OFFSETTING DERIVATIVES

Derivative financial instruments are presented at their gross fair values in the Consolidated Balance Sheets. The
Company’s derivative financial instruments are not subject to master netting arrangements which would allow the right
of offset.
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14. FAIR VALUE MEASUREMENTS
FAIR VALUE OF FINANCIAL INSTRUMENTS

A three-level hierarchy that prioritizes the inputs used to measure fair value was established in the Accounting
Standards Codification as follows:

Level 1 — Quoted prices in active markets for identical assets or liabilities.
Level 2 — Observable inputs other than quoted prices included in Level 1.

Level 3— Unobservable inputs that are supported by little or no market activity and that are significant to the
fair value of the assets or liabilities.

The following table presents the carrying amount and estimated fair values of financial instruments held by the
Company at December 31,2018 and 2017, using market information and what the Company believes to be appropriate
valuation methodologies under generally accepted accounting principles:

December 31, 2018 December 31, 2017
Carrying Carrying

Asset (liability) (a) Amount Fair Value Amount Fair Value
Level 1 Level 2 Level 1 Level 2

Cash and cash equivalents ..................... $148,374 $148,374 $112,653 $112,653 —
Restricted cash (b) ....ccccooeviiiiiiiiiis 8,080 8,080 — 59,703 59,703 —
Current maturities of long-term debt.......... — — — (3,375) — (3,375)
Long-term debt (C) ..ccvevvvrivenieiiiiieiine (972,567) — (975,845)  (1,022,004) —  (1,030,135)
Interest rate swaps (d) .....ccccccevvvienieiinenne 23,735 — 239735 15,440 — 15,440
Foreign currency exchange contracts (d) (1,442) — (1,442) 2,807 — 2,807
Foreign currency option contracts (d)....... 145 — 145 352 — 352
Carbon options contracts (d) .................... (322) — (322) — — —

(a) The Company did not have Level 3 assets or liabilities at December 31, 2018 and 2017.

(b) Restricted cash represents the proceeds from like-kind exchange sales deposited with a third-party intermediary and cash held in escrow for
a real estate sale. See Note 19 - Restricted Cash for additional information.

(c) The carrying amount of long-term debt is presented net of capitalized debt costs on non-revolving debt. See Note 5 — Debt for additional
information.

(d) See Note 13 — Derivative Financial Instruments and Hedging Activities for information regarding the Balance Sheet classification of the
Company’s derivative financial instruments.

Rayonier uses the following methods and assumptions in estimating the fair value of its financial instruments:
Cash and cash equivalents and Restricted cash — The carrying amount is equal to fair market value.

Debt — The fair value of fixed rate debt is based upon quoted market prices for debt with similar terms and maturities.
The variable rate debt adjusts with changes in the market rate, therefore the carrying value approximates fair value.

Interest rate swap agreements — The fair value of interest rate contracts is determined by discounting the expected
future cash flows, for each instrument, at prevailing interest rates.

Foreign currency exchange contracts — The fair value of foreign currency exchange contracts is determined by a
mark-to-market valuation which estimates fair value by discounting the difference between the contracted forward
price and the current forward price for the residual maturity of the contract using a risk-free interest rate.

Foreign currency option contracts — The fair value of foreign currency option contracts is based on a mark-to-market
calculation using the Black-Scholes option pricing model.

Carbon option contracts — The fair value of carbon option contracts is determined by a mark-to-market valuation
using the Black-Scholes option pricing model, which estimates fair value by discounting the difference between the
contracted forward price and the current forward price for the residual maturity of the contract using a risk-free interest
rate.
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15. EMPLOYEE BENEFIT PLANS

The Company has one qualified non-contributory defined benefit pension plan covering a portion of its employees
and an unfunded plan that provides benefits in excess of amounts allowable under current tax law in the qualified plans.
The Company closed enrollment in its pension plans to salaried employees hired after December 31, 2005. Effective
December 31, 2016, the Company froze benefits for all employees participating in the pension plan. In lieu of the pension
plan, the Company provides those employees with an enhanced 401(k) plan match similar to what is currently provided
to employees hired after December 31, 2005. Employee benefit plan liabilities are calculated using actuarial estimates
and management assumptions. These estimates are based on historical information, along with certain assumptions
about future events. Changes in assumptions, as well as changes in actual experience, could cause the estimates to
change.

The following tables set forth the change in the projected benefit obligation and plan assets and reconcile the funded
status and the amounts recognized in the Consolidated Balance Sheets for the pension and postretirement benefit
plans for the two years ended December 31:

Pension Postretirement

2018 2017 2018 2017

Change in Projected Benefit Obligation

Projected benefit obligation at beginning of year..................... $87,986  $81,752 $1,420 $1,285
SEIVICE COSE ..ttt — — 7 6
INTEreSt COSL ..ovnnie e 3,021 3,259 38 53
Actuarial (gain) [0SS .......cooiiiiiiiiiiiiiie e (8,160) 6,123 (149) 89
Benefits Paid ........ccoviiiiiei e (3,288) (3,148) (13) (13)
Projected benefit obligation at end of year ........................ $79,559  $87,986 $1,303 $1,420
Change in Plan Assets

Fair value of plan assets at beginning of year ........................ $57,377  $51,114 — —
Actual return on plan a@ssets .........ccoccceviiiiiiiiiic (4,638) 9,909 — —
Employer contributions ............coooiiiiiiiiiiiiiiieceieeeee e 2,829 90 13 13
BENERLS PRI ..., (4,002)  (3,148) (13) (13)
Other EXPENSE ....vviieiiieiiieeee et eeea s (617) (588) — —
Fair value of plan assets at end of year ......................... $50,949  $57,377 — —

Funded Status at End of Year:
Net accrued benefit COSt .........ccooviiiiiiiiiciiicececee e, ($28,610) ($30,609) ($1,303) ($1,420)

Amounts Recognized in the Consolidated
Balance Sheets Consist of:

Current Iabilities .......covveiee i ($86) ($92) ($27) ($32)
Noncurrent liabilities ........cccccoeiiiiiiiiiiice e, (28,524) (30,517) (1,276) (1,388)
Net amount recognized .............cccoeeeeiiieeiiieeciie e, ($28,610) ($30,609) ($1,303) ($1,420)

Net gains or losses recognized in other comprehensive income for the three years ended December 31 are as
follows:

Pension Postretirement

2017 2016 2018 2017 2016
Net (losses) gains ($1,743) ($583) $3,119 $149 ($89) ($99)
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Net gains or losses and prior service costs or credits reclassified from other comprehensive income and recognized
as a component of pension and postretirement expense for the three years ended December 31 are as follows:

Pension Postretirement

2018 2017 2016 2018 2017 2016
Amortization of losses (gains) ........cccveevciveevireeens $673 $466  $2,526 $2 ($1) ($13)
Amortization of prior service cost ...........cccceveeneee — — — — — —

Net losses that have not yet been included in pension and postretirement expense for the two years ended
December 31, which have been recognized as a component of AOCI are as follows:

Pension Postretirement
2018 2017 2018 2017
NEt (IOSSES) GAINS .eeeeiiiiiieiee ittt e e e e et e e e e e e e e e ennaeeeeas ($23,252) ($22,183) ($7) ($157)
Deferred income tax benefit ... 1,216 1,927 6 6
AOCH .. ettt aa e ($22,036) ($20,256) ($1) ($151)

For pension and postretirement plans with accumulated benefit obligations in excess of plan assets, the following
table sets forth the projected and accumulated benefit obligations and the fair value of plan assets for the two years
ended December 31:

2018 2017
Projected benefit 0bligation .............cc.ooiiiiiiiiii e $79,5659  $87,986
Accumulated benefit 0blIgation ..............oveiiiiiiii e 79,559 87,986
Fair value Of Plan @SSELS ......cooiiiiiiiiiiii et eaaaaaaeaanaes 50,949 57,377

The following tables set forth the components of net pension and postretirement benefit (credit) cost that have been
recognized during the three years ended December 31:

Pension Postretirement
2018 2017 2016 2018 2017 2016

Components of Net Periodic Benefit (Credit) Cost

SEIVICE COSE .o — — $1,307 $7 $6 $4

Interest CoSt ......ooviiiiiiiiiiii 3,021 3,259 3,474 38 58 42

Expected return on plan assets .................... (3,934) (3,781) (4,030) — — —

Amortization of prior service cost.................. — — — — — —

Amortization of losses (gains)........cccccceeeueeee. 673 466 2,526 2 (1) (13)
Net periodic benefit (credit) cost..........ccoeverenrenne. ($240) ($56) $3,277 $47 $58 $33

The estimated pre-tax amounts that will be amortized from AOCI into net periodic benefit costin 2019 are as follows:

Pension Postretirement

AMOTIZAtION OF [OSS ... $633 —
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The following table sets forth the principal assumptions inherent in the determination of benefit obligations and net
periodic benefit cost of the pension and postretirement benefit plans as of December 31:

Pension Postretirement

2018 2017 2018 2017 2016

Assumptions used to determine benefit obligations at December 31:
DIiSCOUNE rate ...oeviieiciiie e 411% 3.48% 4.01% 4.18% 3.56% 4.12%
Rate of compensation iNCrease ............cccoceeiiiiiiiiiiiciiiiecciee — — 4.16% 4.50% 4.50% 4.50%

Assumptions used to determine net periodic benefit cost for years
ended December 31:

[Tt o 10| A = | (= Yt 348% 4.01% 420% 3.56% 4.12% 4.34%
Expected long-term return on plan assets .............cccocoeiiiinennn. 7147% 717% 7.70% — — —
Rate of compensation increase ..............ccccccccviiiiiiiiiiiciicie, — — 4.16% 4.50% 4.50% 4.50%

At December 31, 2018, the pension plan’s discount rate was 4.1%, which closely approximates interest rates on
high quality, long-term obligations. In 2018, the expected return on plan assets remained at 7.2%, which is based on
historical and expected long-term rates of return on broad equity and bond indices and consideration of the actual
annualized rate of return. The Company utilizes this information in developing assumptions for returns, and risks and
correlation of asset classes, which are then used to establish the asset allocation ranges.

INVESTMENT OF PLAN ASSETS

The Company’s pension plans’ asset allocation (excluding short-term investments) at December 31,2018 and 2017,
and target allocation ranges by asset category are as follows:

Percentage of

Plan Assets AJ:;ggto n
Asset Category 2018 2017 Range
Domestic quity SECUFTIES ......oiiviiiiiiiiiiiii et 39% 41%  35-45%
International equity SECUNLIES ........ooiiiiiiiiii e 28% 26%  20-30%
Domestic fixed INCOME SECUNMLIES ......uuueieeieeiieieee e 26% 26%  25-29%
International fixed iNCOME SECUNLIES .........ocooiiiiiiiiiiiiieeeceeeeeeeeecceee e 5% 4% 3-7%
R LeY= | =YS] =1 (=0 01 Lo 2% 3% 2-4%
1 0] 7= 100% 100%

The Company’s Pension and Savings Plan Committee and the Audit Committee of the Board of Directors oversee
the pension plans’ investment program which is designed to maximize returns and provide sufficient liquidity to meet
plan obligations while maintaining acceptable risk levels. The investment approach emphasizes diversification by
allocating the plans’ assets among asset categories and selecting investment managers whose various investment
methodologies will be minimally correlative with each other. Investments within the equity categories may include large
capitalization, small capitalization and emerging market securities, while the international fixed income portfolio may
include emerging markets debt. Pension assets did not include a direct investment in Rayonier common shares at
December 31, 2018 or 2017.
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FAIR VALUE MEASUREMENTS

The following table sets forth by level, within the fair value hierarchy (see Note 1 — Summary of Significant Accounting
Policies for definition), the assets of the plans as of December 31, 2018 and 2017.

Fair Value at December 31, 2018 Fair Value at December 31, 2017
Asset Category Level1 Level2 Level3 Total Level1 Level2 Level3 Total
Investments at Fair Value:
Mutual Funds ......ccceeevvveiiiieeeeeees — — — — $8,986 — — $8,986
Investments at Net Asset Value:
Separate Investment Accounts........ 50,949 48,391
Total Investments at Fair Value......... $50,949 $57,377

The valuation methodology used for measuring the fair value of these asset categories was as follows:

Mutual funds are valued at the daily closing price as reported by the fund. Mutual funds held by the plan are
open-end mutual funds that are registered with the U.S. Securities and Exchange Commission. These funds are
required to publish their daily net asset value and to transact at that price. The mutual funds held by the plan
are deemed to be actively traded and to be Level 1 investments.

Separate investment accounts are measured using the unit value calculated based on the Net Asset Value
(“NAV”) of the underlying assets. The NAV is based on the fair value of the underlying investments held by each
fund less liabilities divided by the units outstanding as of the valuation date. These funds are not publicly traded;
however, the unit price calculation is based on observable market inputs of the funds’ underlying assets.

The Company did not have Level 2 or Level 3 assets at December 31, 2018 and 2017.
CASH FLOWS

Expected benefit payments to be made by the Company for the next 10 years are as follows:

Pension Postretirement

Benefits Benefits
D20 S $3,512 $36
D240 O R 3,717 38
D240 3,836 41
D20 4,035 44
2023 et eeeeeeeeeeeeeteetetee—a———————aaaeeaeeaaaeaeeeereerrrrrnnnannn 4,114 47
2024-2028 ...t aaeaaaeaae e e ——————— 22,167 278

The Company has approximately $1.4 million of pension contribution requirements in 2019.
DEFINED CONTRIBUTION PLANS

The Company provides a defined contribution plan to all of its employees. Company match contributions charged
to expense for these plans were $0.9 million, $0.8 million and $0.7 million for the years ended December 31, 2018,
2017 and 2016, respectively. The defined contribution plan includes Rayonier common shares with a fair market value
of $9.7 million and $12.3 million at December 31, 2018 and 2017, respectively. As of June 1, 2016, the Rayonier Inc.
Common Stock Fund was closed to new contributions. Transfers out of the fund will continue to be permitted, but no
new investments or transfers into the fund are allowed.

As discussed above, the defined benefit pension plan is currently frozen. In lieu of the pension plan, employees
are eligible to receive an enhanced match contribution. Company enhanced match contributions charged to expense
for the years ended December 31, 2018, 2017 and 2016 were $0.8 million, $0.8 million and $0.5 million, respectively.
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16. INCENTIVE STOCK PLANS

The Rayonier Incentive Stock Plan (the “Stock Plan”) provides up to 15.8 million shares to be granted for incentive
stock options, non-qualified stock options, stock appreciation rights, performance shares, restricted stock and restricted
stock units, subject to certain limitations. At December 31, 2018, a total of 4.5 million shares were available for future
grants under the Stock Plan. Under the Stock Plan, shares available for issuance are reduced by 1 share for each
option or right granted and by 2.27 shares for each performance share, restricted share or restricted stock unit granted.
The Company issues new shares of stock upon the exercise of stock options, the granting of restricted stock, and the
vesting of performance shares.

A summary of the Company’s stock-based compensation cost is presented below:

2018 2017 2016
Selling and general EXPENSES .......c..eeeiueeeiirieeiitieeecee e e e ereeeeereeeesaeeesreeeans $5,623 $4,784 $4,607
COSt Of SAIES i 704 556 487
Timber and Timberlands, net (a) 101 56 42
Total stock-based compensation ...............coceieeiieicie e $6,428 $5,396 $5,136
Tax benefit recognized related to stock-based compensation expense (b).... $338 $249 $483

(a) Represents amounts capitalized as part of the overhead allocation of timber-related costs.

(b) A valuation allowance is recorded against the tax benefit recognized as the Company does not expect to be able to realize the benefit in the
future.

FAIR VALUE CALCULATIONS BY AWARD
RESTRICTED STOCK

Restricted stock granted to employees under the Stock Plan generally vests in fourths on the first, second, third
and fourth anniversary of the grant date. Restricted stock granted to senior management generally vests in thirds on
the third, fourth, and fifth anniversary of the grant date. Periodically, other one-time restricted stock grants are issued
to employees for special purposes, such as new hire, promotion or retention, and can vest ratably over, or upon
completion of, a defined period of time. Generally, holders of restricted stock receive dividend equivalent payments on
outstanding restricted shares. Restricted stock granted to members of the board of directors generally vests immediately
upon issuance and is subject to certain holding requirements. The fair value of each share granted is equal to the
share price of the Company’s stock on the date of grant. Rayonier has elected to value each grant in total and recognize
the expense on a straight-line basis from the grant date of the award to the latest vesting date.

As of December 31, 2018, there was $4.6 million of unrecognized compensation cost solely attributable to Rayonier
restricted stock held by Rayonier employees. The Company expects to recognize this cost over a weighted average
period of 2.9 years.

A summary of the Company’s restricted shares is presented below:

2018 2017 2016
Restricted shares granted ..........ooooiiiiiiiii e 87,924 97,643 106,326
Weighted average price of restricted shares granted .............cccooiiiiiiiiie e $35.44 $28.18 $25.08
Intrinsic value of restricted stock outstanding (2) ........ccooiiiiiiiiiiii i 8,792 8,906 6,177
Grant date fair value of restricted stock vested ................cccc 1,582 1,198 2,248
Cash used to purchase common shares from current and former employees to pay
minimum withholding tax requirements on restricted shares vested .............cc.cccooveiiinnnnen. $334 $176 $178

(a) Intrinsic value of restricted stock outstanding is based on the market price of the Company’s stock at December 31, 2018.
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2018

Weighted

Number of Average Grant
Shares Date Fair Value

Non-vested Restricted Shares at January 1, .........cccooieiiiiiieiiiiiie e 281,569 $29.32
(€T =T 01 (Yo OO RTT 87,924 35.44
B2 (=T RSP (49,780) 31.78
Cancelled ... (2,214) 28.16
Non-vested Restricted Shares at December 31, .......coooovviiiiiiiiiiiieeeiieeeeeeee 317,499 $30.64

PERFORMANCE SHARES UNITS

The Company’s performance share units generally vest upon completion of a three-year period. The number of
shares, if any, that are ultimately awarded is contingent upon Rayonier’s total shareholder return versus selected peer
group companies. The performance share payout is based on a market condition and as such, the awards are valued
using a Monte Carlo simulation model. The model generates the fair value of the award at the grant date, which is then
recognized as expense on a straight-line basis over the vesting period.

The Stock Plan allows for the cash settlement of the minimum required withholding tax on performance share unit
awards. As of December 31, 2018, there was $5.0 million of unrecognized compensation cost related to the Company’s
performance share unit awards, which is solely attributable to awards granted in 2016, 2017 and 2018 to Rayonier
employees. This cost is expected to be recognized over a weighted average period of 1.8 years.

A summary of the Company’s performance share units is presented below:

2018 2017 2016
Common shares reserved for performance shares granted during year ............c.cccccoeeeieenne 213,154 226,448 250,584
Weighted average fair value of performance share units granted .................ccc.ccoooee e $40.27 $32.17 $28.79
Intrinsic value of outstanding performance share units (2) .........ccccoceveiiiiiiiiiiie e 9,229 10,414 7,482
Fair value of performance shares vested ...........ccccviiiiiiiiiiiiiie e 5,670 — —
Cash used to purchase common shares from current and former employees to pay
minimum withholding tax requirements on performance shares vested .............cccccceeenneee. 2,651 — —

(a) Intrinsic value of outstanding performance share units is based on the market price of the Company's stock at December 31, 2018.

2018

Weighted

Number Average Grant
of Units Date Fair Value

Outstanding Performance Share units at January 1, .........ccccoooiiiiiiiiiiieeee, 329,239 $30.21
(CT7= 101 (=Yo IR 106,577 40.27
UNits DIStHDULE ........ooiiiiiiiie i (102,523) 29.62
Other Cancellations/AdjuStMEnts .............cccoveiiiiiiiiieee e (11) 30.24
Outstanding Performance Share units at December 31, ..., 333,282 $33.60

Expected volatility was estimated using daily returns on the Company’s common shares for the three-year period
ending on the grant date. The risk-free rate was based on the 3-year U.S. treasury rate on the date of the award. The
dividend yield was not used to calculate fair value as awards granted receive dividend equivalents. The following table
provides an overview of the assumptions used in calculating the fair value of the awards granted for the three years
ended December 31, 2018:

2018 2017 2016
EXpected VOIALIlItY .........oocuiiiiii e 20.8% 23.3% 25.4%
RISK-TIEE FALE .. .ot 2.4% 1.5% 0.9%
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NON-QUALIFIED EMPLOYEE STOCK OPTIONS

The exercise price of each non-qualified stock option granted under the Stock Plan is equal to the closing market
price of the Company’s stock on the grant date. Under the Stock Plan, the maximum term is 10 years from the grant

date.

A summary of the status of the Company’s stock options as of and for the year ended December 31, 2018 is
presented below.

2018

Weighted Weighted
Average Exercise Average

Price Remaining Aggregate
Numberof  (percommon  Contractual Term  Intrinsic
Shares share) (in years) Value

Options outstanding at January 1, ......cccccoeeiiiiiiiieeiiiiinns 841,066 $30.13
Granted ......oooiiie e — —
Exercised ..., (322,913) 26.61
Cancelled or expired ..........ccccoooieeieeieeiieeeeeee (8,031) 34.32
Options outstanding at December 31, .........cccocvveeeeeinnneen. m 32.29 3.6 $392
Options exercisable at December 31, ......cooevveereeeererenn. " 510122 $32.29 36  $392

A summary of additional information pertaining to the Company’s stock options is presented below:

2018 2017 2016
Intrinsic value of options eXercised (8) .........ccueierireeiiieiie e $2,618  $1,993 $539
Fair value of Options VESLEA .........coooiiiiiiiiiiieeee e 6,832 6,138 1,317
Cash received from exercise of OPtiONS ........ooviviiiiiiiiiiiiee e 8,591 4,751 1,576

(a) Intrinsic value of options exercised is the amount by which the fair value of the stock on the exercise date exceeded the exercise price of the
option.

As of December 31, 2018, compensation cost related to stock options held by the Company’s employees was fully
recognized.
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17. OTHER OPERATING INCOME, NET

The following table provides the composition of Other operating income, net for the three years ended December 31:

2018 2017 2016
Foreign currency (I0SS) iNCOME ............cooeiioieee et $238 ($394) $283
Gain (loss) on sale or disposal of property plant & equipment .......................... 7 (68) 85
Gain (loss) on foreign currency exchange and option contracts....................... 132 3,438 (645)
Gain on foreign currency derivatives (@) ........ccuvveeeeeiiieieeeeeeeeeee e — — 1,153
Income from sale of unused Internet Protocol addresses .................ccccoveeennnn. 646 — —
Log trading marketing fEEeS ..o 286 1,222 951
Income from New Zealand Timber settlement ...............covvveeieiiiiiiiiee, — 420 —
Deferred payments related to prior land sales ...............cocooviieiieiiiiie e, — — 8,658
Costs related to business combination ....................ooooiiiiiiiicce e — — (1,316)
Miscellaneous eXPENSE, NEL ...........cooiiiiiieee e (169) (225) (83)
B0 $1,140 $4,393 $9,086

(@) The Company used foreign exchange derivatives to mitigate the risk of fluctuations in foreign exchange rates while awaiting the capital
contribution to the New Zealand subsidiary.

18. INVENTORY

As of December 31, 2018 and 2017, Rayonier’s inventory was solely comprised of finished goods, as follows:

2018 2017

Finished goods INVENTOIY ..ottt e e e e e e e e e e s e e e e e aaaeaeaeaaaannnnnns

Real estate iINVENTOIY (A) ......oooiiiiiee e $11,919  $18,350
o Yo I T 1VZ=T 01 (o] VPSP OPPPUP PPN 3,784 5,791
o) 2= oA 2T o (o] oY TSRO $15,703  $24,141

(a) Represents cost of HBU real estate (including capitalized development investments) expected to be sold within 12 months. See Note 6 —
Higher and Better Use Timberlands and Real Estate Development Investments for additional information.

19. RESTRICTED CASH

In order to qualify for like-kind exchange (“LKE”) treatment, the proceeds from real estate sales must be deposited
with a third-party intermediary. These proceeds are accounted for as restricted cash until a suitable replacement
property is acquired. In the event that the LKE purchases are not completed, the proceeds are returned to the Company
after 180 days and reclassified as available cash. As of December 31, 2018 and 2017, the Company had $8.1 million
and $59.7 million, respectively, of proceeds from real estate sales classified as restricted cash which were deposited
with an LKE intermediary as well as cash held in escrow for a real estate sale.

The following table contains the amount of restricted cash recorded in the Consolidated Balance Sheets and
Consolidated Statements of Cash Flows for the years ended December 31:

2018 2017
Restricted cash deposited with LKE intermediary ............ccccoeeiiiiiiiiiieiiiee e $7,530 $59,153
Restricted cash held in escrow 550 550
Total restricted cash shown in the Consolidated Balance Sheets ...............oooovvvviviiiiiiiinnnnnnn. 8,080 59,703
Cash and cash eqUIVAIENES ..ot 148,374 112,653
Total cash, cash equivalents and restricted cash shown in the Consolidated Statements of
(0= 1] T (o= $156,454 $172,356
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20. OTHER ASSETS

Included in Other Assets are derivatives, goodwill in the New Zealand subsidiary, long-term prepaid roads, and
other deferred expenses including deferred financing costs related to revolving debt and capitalized software costs.

See Note 13 — Derivative Financial Instruments and Hedging Activities for further information on derivatives
including their classification on the Consolidated Balance Sheets.

Changes in goodwill for the years ended December 31, 2018 and 2017 were:

Balance, January 1 (net of $0 of accumulated impairment) ............c.c.cccoeeeiiieeiiiccceee $8,776 $8,679
Changes to carrying amount
Yoo [ 71 1 PSR — —
[ a0 = 10 6= o | TSR PPR — —
Foreign currency adjustment ..o (469) 97
Balance, December 31 (net of $0 of accumulated impairment) ..............cccccceveevvieeieennenee. $8,307 $8,776

See Note 1 — Summary of Significant Accounting Policies for additional information on goodwill.

As of December 31, 2018 and 2017, Rayonier’s prepaid logging and secondary roads follows:

2018 2017
Long-term and prepaid and secondary roads ............ccccoveiiiiiiiieeeeeee e

Pacific Northwest long-term prepaid roads ...........ccccoeeeuieeeiie e $4,000 $3,696
New Zealand long-term secondary roads .............ccoocuueiiiiiiiieieee e e 3,072 2,667
Total long-term prepaid and secondary roads ..........cccccoecoeeieeieeiie e $7,072 $6,363

See Note 1 — Summary of Significant Accounting Policies for additional information on prepaid logging roads.

As of December 31, 2018 and 2017, Rayonier’s deferred financing costs related to revolving debt follows:

2018 2017
Deferred financing costs related to revolving debt ... $213 $341

See Note 1 — Summary of Significant Accounting Policies for additional information on deferred financing costs
related to revolving debt.

As of December 31, 2018 and 2017, Rayonier’s capitalized software costs follows:

2018 2017
Capitalized SOftWare COSES ........ccuiiiiiiiiiiiii et e $3,776 $4,092

See Note 1 — Summary of Significant Accounting Policies for additional information on capitalized software costs.
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21. ACCUMULATED OTHER COMPREHENSIVE INCOME/(LOSS)

The following table summarizes the changes in AOCI by component for the years ended December 31, 2018 and
2017. All amounts are presented net of tax effect and exclude portions attributable to noncontrolling interest.

Foreign Net
currency investment
translation hedges of
gains/ New Cash flow Employee
(losses) Zealand JV hedges benefit plans
Balance as of December 31, 2016 .............. $8,559 $1,665 $10,831 ($20,199) $856
Other comprehensive income/(loss) before
reclassifications ..........ccccoeeccvviiviiiiriiennnns 7,416 — 7,321 (673) 14,064
Amounts reclassified from accumulated
other comprehensive income ................... = — (1,968) 465 (1,503)
Net other comprehensive income/(loss) ...... 7,416 — 5,353 (208) 12,561
Balance as of December 31, 2017 .............. $15,975 $1,665 $16,184 ($20,407) $13,417
Other comprehensive (loss)/income before
reclassifications .............ccccceeveiieiiiincns (16,985) (344) 5,944 (a) (1,594) (12,979)
Amounts reclassified from accumulated
other comprehensive income ................... — — (163) (36) (b) (199)
Net other comprehensive (loss)/income ...... (16,985) (344) 5,781 (1,630) (13,178)
Balance as of December 31, 2018 .............. ($1,010) $1,321 $21,965 ($22,037) $239

(a) Includes $8.3 million of other comprehensive gain related to interest rate swaps. See Note 13 — Derivative Financial Instruments and Hedging
Activities for additional information.

(b) This component of other comprehensive income is included in the computation of net periodic pension cost. See Note 15 — Employee Benefit
Plans for additional information. Additionally, this component includes a $0.7 million adjustment related to the adoption of ASU 2018-02. See
Note 1 — Summary of Significant Accounting Policies

The following table presents details of the amounts reclassified in their entirety from AOCI for the years
ended December 31, 2018 and 2017:

Amount reclassified from
accumulated other

comprehensive income (loss)

Details about accumulated other Affected line item in the income
comprehensive income (loss) components 2018 2017 statement

Realized (gain) loss on foreign currency

exchange contracts ............cc.ccccccveeeeeennnn. ($121) ($2,631) Other operating income, net
Realized (gain) loss on foreign currency
option contracts .............cccccevveieeeiiiiiieeee. (173) (919) Other operating income, net

Comprehensive income (loss) attributable
Noncontrolling interest .............ccccocceeiveninne 68 817 to noncontrolling interest

Income tax expense (benefit) from foreign
Currency Contracts .............ccceeveeviieiieenieenns 63 765 Income tax expense benefit (Note 9)

Net (gain) loss on cash flow hedges
reclassified from accumulated other
comprehensive iNCOMe ..............c.ccccoceeu.... ($163) ($1,968)
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22, QUARTERLY RESULTS FOR 2018 and 2017 (UNAUDITED)

(thousands of dollars, except per share
amounts)

Total Year

2018

Net INCoOMeE ...
Net Income attributable to Rayonier Inc. ............
Basic EPS attributable to Rayonier Inc...............
Diluted EPS attributable to Rayonier Inc. ...........

2017

Net Income attributable to Rayonier Inc. ............
Basic EPS attributable to Rayonier Inc...............
Diluted EPS attributable to Rayonier Inc. ...........

$203,196
(138,488)
42,706
40,539
$0.31
$0.31

$194,491
(136,828)
35,083
33,843
$0.27
$0.27

96

Quarter Ended
June 30 Sept. 30
$245,906 $200,890
(184,418) (143,261)
39,338 30,639
36,258 23,432
$0.28 $0.18
$0.28 $0.18
$200,964 $184,419
(144,610) (136,983)
30,773 28,803
26,161 24,688
$0.20 $0.19
$0.20 $0.19

$166,146

(139,092)
4,647
1,087
$0.02
$0.02

$239,722
(149,832)
66,920
64,150
$0.50
$0.50

$816,138
(605,259)
117,330
102,216
$0.79
$0.79

$819,596
(568,253)
161,579
148,842
$1.17
$1.16
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23. CONSOLIDATING FINANCIAL STATEMENTS

The condensed consolidating financial information below follows the same accounting policies as described in the
consolidated financial statements, except for the use of the equity method of accounting to reflect ownership interests in
wholly-owned subsidiaries, which are eliminated upon consolidation, and the allocation of certain expenses of Rayonier Inc.
incurred for the benefit of its subsidiaries.

In March 2012, Rayonier Inc. issued $325 million of 3.75% Senior Notes due 2022. In connection with these notes, the
Company provides the following condensed consolidating financial information in accordance with SEC Regulation S-X Rule
3-10, Financial Statements of Guarantors and Issuers of Guaranteed Securities Registered or Being Registered.

The subsidiary guarantors, Rayonier Operating Company LLC (“ROC”) and Rayonier TRS Holdings Inc., are wholly-
owned by the parent company, Rayonier Inc. The notes are fully and unconditionally guaranteed on a joint and several basis
by the guarantor subsidiaries.

CONDENSED CONSOLIDATING STATEMENTS OF INCOME AND
COMPREHENSIVE INCOME
For the Year Ended December 31, 2018

Rayonier Inc.
[GELGT Subsidiary Non- Consolidating Total
Issuer) Guarantors guarantors Adjustments Consolidated

SALES ..o — — $816,138 — $816,138
Costs and Expenses

Cost 0f SAIES ..o — _ (605,259) = (605,259)

Selling and general eXpenses ..............cccoceovveeiciciiecne, — (19,812) (22,139) — (41,951)
Other operating (expense) income, net..............ccccceeeeuee (12) 543 609 — 1,140
(12) (19,269) (626,789) — (646,070)
OPERATING (LOSS) INCOME (12) (19,269) 189,349 — 170,068
INterest eXPense ...........cccoeviiiiicic (12,556) (19,155) (355) _ (32,066)
Interest and miscellaneous income (expense), net...................... 6,648 3,863 (5,947) — 4,564
Equity in income from subsidiaries ...............ccccooiiiiiiininine 108,136 144,916 — (253,052) —
INCOME BEFORE INCOME TAXES .......coooorroorieniennneeenennns 102,216 110,355 183,047 (253,052) 142,566
INcome tax eXpPense ..........cccccovveieiiiiicccce — (2,219) (23,017) — (25,236)
NETINCOME ..o 102,216 108,136 160,030 (253,052) 117,330
Less: Net income attributable to noncontrolling interest................ — — (15,114) — (15,114)
NET INCOME ATTRIBUTABLE TO RAYONIERINC.................. 102,216 108,136 144,916 (253,052) 102,216
OTHER COMPREHENSIVE (LOSS) INCOME
Foreign currency translation adjustment, net of income tax ... (17,329) 386 (23,145) 17,329 (22,759)
Cash flow hedges, net of income tax............ccccoovviiiiininn, 5,782 8,296 (3,267) (5,782) 5,029
Actuarial change and amortization of pension and
postretirement plan liabilities, net of income tax ................. (1,630) (1,630) _ 1,630 (1,630)
Total other comprehensive (loss) income...............ccccco..... (13,177) 7,052 (26,412) 13,177 (19,360)
COMPREHENSIVE INCOME .........cccoooooouiiiiamnenesessneeeessessenns 89,039 115,188 133,618 (239,875) 97.970
Less: Comprehensive income attributable to noncontrolling
INtErest ... — — (8,931) — (8,931)
COMPREHENSIVE INCOME ATTRIBUTABLE TO RAYONIER
INC. $89,039 $115,188 $124,687 ($239,875) $89,039
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Costs and Expenses
COoSt Of SAIES ..o
Selling and general eXPenses ..........ccceeveerieeieeeneeiiee e

Other operating (expense) income, Net..........ccceeeeiieenenn.

OPERATING (LOSS) INCOME ..........ccoooiiiiiiiiiiieieeeceieee e
INtErESt EXPENSE ...voiiieiiiiiecee e
Interest and miscellaneous income (expense), net.............c.cc.......
Equity in income from subsidiaries .............ccccoiiiiniiinii
INCOME BEFORE INCOME TAXES .........ccoovviiininininceeeiene

INCOME taX EXPENSE ..o.viviiiiiiiieieeee e
NET INCOME ..........ooiiiiiiiiieieieeeeee ettt
Less: Net income attributable to noncontrolling interest ................
NET INCOME ATTRIBUTABLE TO RAYONIERINC....................
OTHER COMPREHENSIVE INCOME

Foreign currency translation adjustment, net of income tax .....

Cash flow hedges, net of income tax.........cccccvevviiieeiiieeeeeen.

Actuarial change and amortization of pension and
postretirement plan liabilities, net of income tax...................

Total other comprehensive income
COMPREHENSIVE INCOME ............ccooiiiiiiiiiieieeeee e

Less: Comprehensive income attributable to noncontrolling
INEErEST ..o

COMPREHENSIVE INCOME ATTRIBUTABLE TO RAYONIER
IN

CONDENSED CONSOLIDATING STATEMENTS OF INCOME AND

COMPREHENSIVE INCOME
For the Year Ended December 31, 2017

Rayonier Inc.

(Parent Subsidiary Non- Consolidating Total
Issuer) Guarantors guarantors Adjustments  Consolidated
— — $819,596 = $819,596
— — (568,253) — (568,253)
— (16,797) (23,448) — (40,245)
— (479) 4,872 — 4,393
— (17,276) (586,829) — (604,105)
— (17,276) 232,767 — 215,491
(12,556) (19,699) (1,816) — (34,071)
9,679 2,878 (10,717) — 1,840
151,719 186,388 — (338,107) —
148,842 152,291 220,234 (338,107) 183,260
— (572) (21,109) — (21,681)
148,842 151,719 199,125 (338,107) 161,579
— — (12,737) — (12,737)
148,842 151,719 186,388 (338,107) 148,842
7,416 — 9,114 (7,416) 9,114
5,353 4,214 1,479 (5,353) 5,693
(208) (208) — 208 (208)
12,561 4,006 10,593 (12,561) 14,599
161,403 155,725 209,718 (350,668) 176,178
— — (14,775) — (14,775)
$161,403 $155,725 $194,943 ($350,668) $161,403
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CONDENSED CONSOLIDATING STATEMENTS OF INCOME AND
COMPREHENSIVE INCOME
For the Year Ended December 31, 2016

Rayonier Inc.

(Parent Subsidiary Non- Consolidating Total
Issuer) Guarantors guarantors Adjustments Consolidated
SALES .....ooooiviiermireeesseereeessseeeeeess e seeess s _ _ $815,915 _ $815,915
Costs and Expenses
(€ O S O A1 S _ _ (526,439) _ (526,439)
Selling and general eXpenses ..............cccocooveeiicncccne, — (15,253) (27,532) _ (42,785)
Other operating (expense) income, Net...........cccceecveneenen. _ (448) 9,534 _ 9,086
— (15,701) (544,437) — (560,138)
OPERATING (LOSS) INCOME .........coccooiiiiiiiiiiincccee e _ (15,701) 271478 _ 255,777
Interest eXpense ... (12,555) (16,775) (2,915) _ (32,245)
Interest and miscellaneous income (expense), net...................... 8,613 2,750 (12,061) — (698)
Equity in income from subsidiaries ...........cccccceeiiiiieiiiiie e 215,914 246,193 o (462,107) -
INCOME BEFORE INCOME TAXES ..........ccoooeniiinineiene e 211,972 216,467 256,502 (462,107) 222834
INCOME taX EXPENSE ...o.viviiiiiieecee e _ (553) (4,511) _ (5,064)
NET INCOME .....ooovomiiimmmiensnenessseesssseesssssesssssesss s ssesesnas 211,972 215,914 251,991 (462,107) 217,770
Less: Net income attributable to noncontrolling interest _ _ (5,798) — (5,798)
NET INCOME ATTRIBUTABLE TO RAYONIER INC. 211,972 215,914 246,193 (462,107) 211,972
OTHER COMPREHENSIVE INCOME
Foreign currency translation adjustment, net of income tax ... 2,780 (4,606) 10,930 (2,782) 6,322
Cash flow hedges, net of income tax ............c.ccoeeviiiieenn 22,607 21,422 1,401 (22,608) 22,822
Actuarial change and amortization of pension and
postretirement plan liabilities, net of income tax .................. 51588 61588 — (5,533) 5,583
Total other comprehensive income ...............ccccoevieiinen. 30,920 22,349 12,331 (30,923) 34,677
COMPREHENSIVE INCOME ...........cocoiiiiiiiiieieieeceeeeene 242,892 238,263 264,322 (493,030) 252 447
Less: Comprehensive income attributable to noncontrolling
INEEFEST ..o — — (9,555) — (9,555)
COMPREHENSIVE INCOME ATTRIBUTABLE TO RAYONIER
INC. $242,892 $238,263 $254,767 ($493,030) $242,892

99



RAYONIER INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Dollar amounts in thousands unless otherwise stated)

ASSETS
CURRENT ASSETS
Cash and cash equivalents ..........cccccceeeeeiiieeiiiiie e
Accounts receivable, less allowance for doubtful accounts.
INVENTOTY ...
Prepaid 109ging roads ..........cccceviiiiieiiieeiec e
Prepaid expenses

Other current assets ........coccveeeviiiieiciiee e

Total current @ssets ........ceevvveeiieeiiiiiiiiieeeee e

TIMBER AND TIMBERLANDS, NET OF DEPLETION AND
AMORTIZATION ..ot

HIGHER AND BETTER USE TIMBERLANDS AND REAL
ESTATE DEVELOPMENT INVESTMENTS .......cooooiiiiiiiiiiis

NET PROPERTY, PLANT AND EQUIPMENT ..o
RESTRICTED CASH ....ccoiiiiiiiiiiiiecese e
INVESTMENT IN SUBSIDIARIES
INTERCOMPANY RECEIVABLE ........cccooiiiiiiiiiiiicciicee
OTHER ASSETS
TOTALASSETS
LIABILITIES AND SHAREHOLDERS’ EQUITY
CURRENT LIABILITIES

Accounts payable

ACCTUEA tAXES ....ooiiiiiiiiiiiiie it
Accrued payroll and benefits ...........coceiviiiiiiiiinie,
Accrued interest ..o
Deferred revenuUe ...........cccoeoviiieiiiiiiieee e
Other current liabilities ...........cccoooiiiiiiiiiee

Total current liabilities ...
LONG-TERM DEBT, NET OF DEFERRED FINANCING COSTS .
PENSION AND OTHER POSTRETIREMENT BENEFITS ............
OTHER NON-CURRENT LIABILITIES .....cccovieeeiesieeesenie e
INTERCOMPANY PAYABLE ..ot
TOTAL RAYONIER INC. SHAREHOLDERS’ EQUITY ......ccccceue.
Noncontrolling interest ...
TOTAL SHAREHOLDERS’ EQUITY ...oviiiiiieieieiee e

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY .................

CONDENSED CONSOLIDATING BALANCE SHEETS

As of December 31, 2018

Rayonier Inc.
(Parent
Issuer)

Non-
guarantors

Subsidiary
Guarantors

Consolidating
Adjustments

Total
Consolidated

$361 $104,777 $43,236 — $148,374

— 3,752 22,399 — 26,151

— — 15,703 — 15,703

— — 11,976 — 11,976

— 977 4,063 — 5,040

— 108 501 — 609

361 109,614 97,878 — 207,853

— — 2,401,327 — 2,401,327

— — 85,609 — 85,609

— 16,940 5,811 — 22,751

— — 8,080 — 8,080
1,833,899 3,022,875 — (4,856,774) —
49,461 (638,424) 588,963 — —

2 19,244 35,800 — 55,046
$1,883723  $2,530,249  $3,223,468 ($4,856,774)  $2,780,666
— $1,616 $16,403 — $18,019

— 8 3,170 — 3,178

— 5,848 4,568 — 10,416

3,047 1,960 — — 5,007

— — 10,447 — 10,447

— 216 16,258 — 16,474

3,047 9,648 50,846 — 63,541
323,803 648,764 — — 972,567
— 30,484 (684) — 29,800

— 7,454 52,754 — 60,208
1,556,873 1,833,899 3,022,875 (4,856,774) 1,556,873
— — 97,677 — 97,677
1,556,873 1,833,899 3,120,552 (4,856,774) 1,654,550
$1,883,723  $2,530,249  $3,223,468 ($4,856,774)  $2,780,666
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CONDENSED CONSOLIDATING BALANCE SHEETS
As of December 31, 2017

Rayonier Inc.

(Parent Subsidiary Non- Consolidating Total
Issuer) Guarantors guarantors Adjustments  Consolidated
ASSETS
CURRENT ASSETS
Cash and cash equivalents ................ccccoeiiiiiiiiicn, $48,564 $25,042 $39,047 — $112,653
Accounts receivable, less allowance for doubtful accounts. _ 3,726 23,967 — 27,693
INVENTOTY ... _ _ 24,141 — 24,141
Prepaid logging roads ...........ccccocviiiiiiiiiiiicn _ _ 11,207 _ 11,207
Prepaid eXpenses .............ccccoceiiiiiiiiiii — 759 4,027 — 4,786
Other current @ssets ...........cccooiiiiiiiiiiiicecees _ 14 3,033 — 3,047
lotallCUNIE eSS St IS ————————————— 48,564 29,541 105,422 — 183,527
TIMBER AND TIMBERLANDS, NET OF DEPLETION AND
AMORTIZATION ..o — — 2,462,066 — 2,462,066
HIGHER AND BETTER USE TIMBERLANDS AND REAL
ESTATE DEVELOPMENT INVESTMENTS .......coccooiiiiiiiins — — 80,797 — 80,797
NET PROPERTY, PLANT AND EQUIPMENT ........ccooooomiuerionnne. _ 21 23,357 _ 23,378
RESTRICTED CASH ..o _ _ 59703 _ 59.703
INVESTMENT IN SUBSIDIARIES ......c.cccoooiiiiiiiiiccccicc, 1,531,156 2,814,408 — (4,345,564) —
INTERCOMPANY RECEIVABLES ........ccccoiiiiiiiiiiiiiic, 40,067 (628,167) 588,100 — —
OTHER ASSETS 2 12,680 36,328 — 49,010
TOTAL ASSETS $1,619,789 $2,228,483 $3,355,773 ($4,345,564)  $2,858,481
LIABILITIES AND SHAREHOLDERS’ EQUITY
CURRENT LIABILITIES
Accounts payable ..., _ $2,838 $22,310 — $25,148
Current maturities of long-term debt ... _ _ 3,375 _ 3,375
ACCrUEd taXES .....ovviiiiiiiiiicic — 48 3,733 — 3,781
Accrued payroll and benefits ..., _ 5,298 4,364 — 9,662
Accrued interest ... 3,047 1,995 12 _ 5,054
Deferred revenue ............cccceiiiiiiiiiiiii _ _ 9,721 _ 9,721
Other current liabilities ...........cccoeoiiiiiiii _ 564 11,243 _ 11,807
Total current liabilities ... 3,047 10,743 54,758 — 68,548
LONG-TERM DEBT, NET OF DEFERRED FINANCING COSTS . 323.434 663,570 35,000 _ 1,022,004
PENSION AND OTHER POSTRETIREMENT BENEFITS ............ _ 32,589 (684) _ 31,905
OTHER NON-CURRENT LIABILITIES .......ccoooiiiiiiiiiciii _ 9,386 33,698 — 43,084
INTERCOMPANY PAYABLE .......ccccoiiiiiiiiiiiiiicc (299,715) (18,961) 318,676 — —
TOTAL RAYONIER INC. SHAREHOLDERS' EQUITY.................... 1,593,023 1,531,156 2,814,408 (4,345,564) 1,593,023
Noncontrolling interest .............cc.occoiiiiiiiii s _ _ 99,917 _ 99,917
TOTAL SHAREHOLDERS’ EQUITY ....cooiiiiiiiiiiicececec 1,593,023 1,531,156 2,914,325 (4,345,564) 1,692,940
TOTAL LIABILITIES AND SHAREHOLDERS'’ EQUITY ................. $1,619,789 $2,228 483 $3,355,773 ($4,345,564) $2,858,481
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CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS
For the Year Ended December 31, 2018

Rayonier Inc.

(Parent Subsidiary Non- Consolidating Total

Issuer) Guarantors guarantors Adjustments  Consolidated
CASH PROVIDED BY (USED FOR) OPERATING ACTIVITIES.. $284,781 $182,057 ($156,742) = $310,096
INVESTING ACTIVITIES
Capital eXpenditures ..........occoierviiiiiiicicice e — (59) (62,266) — (62,325)
Real estate development investments ... — — (9,501) — (9,501)
Rlirchase]e fitim b Tl S S S ssns— — — (57,608) — (57,608)
Investment in SUDSIAIAMIES .cvvvveeeeeeeeeee e —_ 6,128 - (6,128) _
OBNEI ettt — — (3,421) — (3,421)
CASH PROVIDED BY (USED FOR) INVESTING ACTIVITIES..... — 6,069 (132,796) (6,128) (132,855)
FINANCING ACTIVITIES
1SSUANCE OF DL 1.vvvviieieieeeee s — — 1,014 — 1,014
RE DAY MIE MO T — (50,000) (4,416) = (54,416)
DiVIAENAS PAIA -veuvervemeeeeiiiieieeeee ettt (136,698) (74) — — (136,772)
Proceeds from the issuance of common shares under incentive
StOCK PIAN ..o 8,591 — — — 8,591
Repurchase of common shares ...........cccceoiiiiiiiiiciiicic e, (2,984) — — — (2,984)
Proceeds from shareholder distribution hedge ..............c.............. — — 2,025 — 2,025
Distribution to minority shareholder ............c.ccocoiiiiii — — (11,172) — (11,172)
Issuance of intercompany Notes ..........cccceviiriiiiiiiniicic e, 299,715 18,961 (318,676) — —
Intercompany distributions ..........cccocooeiiii (501,608) (77,278) 572,758 6,128 —
CASH (USED FOR) PROVIDED BY FINANCING ACTIVITIES.... (332,984) (108,391) 241,533 6,128 (193,714)
EFFECT OF EXCHANGE RATE CHANGES ON CASH.............. — — 571 — 571
CASH, CASH EQUIVALENTS AND RESTRICTED CASH
Change in cash, cash equivalents and restricted cash ................. (48,203) 79,735 (47,434) — (15,902)
Balance, beginning of year ............c.ccccooiiiiiiiiiii 48,564 25,042 98,750 — 172,356
Balance, €Nd Of YEAI ....cccoviuiirieiiicirieieece ettt $361 $104,777 $51,316 — $156,454
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RAYONIER INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Dollar amounts in thousands unless otherwise stated)

CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS
For the Year Ended December 31, 2017

Rayonier Inc.

(Parent Subsidiary Non- Consolidating Total

Issuer) Guarantors guarantors Adjustments  Consolidated
CASH (USED FOR) PROVIDED BY OPERATING ACTIVITIES .. ($48,104) $111,431 $192,957 = $256,284
INVESTING ACTIVITIES
Capital eXpenditlres ...........ccooioiiiiiiiie i — — (65,345) — (65,345)
Real estate development investments .........cccccooeciiiiiiinis — — (15,784) — (15,784)
Rlirchase]e fitim el S eSS S—— — — (242,910) — (242,910)
Net proceeds from large disposition of timberlands ...................... — — 95,243 — 95,243
Rayonier office building under construction ..............cccccccooe. — — (6,084) — (6,084)
Investment in SUDSIAIAMES ..voooveeerieiiieeiee e — 38,546 — (38,546) —
(@13 1= SRR — — (373) — (373)
CASH PROVIDED BY (USED FOR) INVESTING ACTIVITIES .... — 38,546 (235,253) (38,546) (235,253)
FINANCING ACTIVITIES
ISSUANCE OF DT ..veiiiieeiie e — 25,000 38,389 — 63,389
Repayment of debt .........cocooiiiiiii — (15,000) (85,157) = (100,157)
DIVIENAS PAIA wvveevvververeeeeereeeeeeeeeeeeeee oo (127,069) — — — (127,069)
Proceeds from the issuance of common shares under incentive
SEOCK PlAN .o 4,751 — — — 4,751
Proceeds from the issuance of common shares from equity
offering, net of COStS ..oovriiiiiiiic 152,390 — — — 152,390
Repurchase of common shares ... (176) — — — (176)
Issuance of intercompany Notes ..........ccceviiiiiiiiiin i (32,000) — 32,000 — —
Intercompany distributions ..........cccoooiiiiiiiiin i 77,319 (144,396) 28,531 38,546 —
CASH PROVIDED BY (USED FOR) FINANCING ACTIVITIES.... 75,215 (134,396) 13,763 38,546 (6,872)
EFFECT OF EXCHANGE RATE CHANGES ON CASH .............. — — 580 — 580
CASH, CASH EQUIVALENTS AND RESTRICTED CASH
Change in cash, cash equivalents and restricted cash ................. 27,111 15,581 (27,953) — 14,739
Balance, beginning of year .......c.c.cccooeiiiiiiiiici e 21,453 9,461 126,703 — 157,617
Balance, €Nd Of YEAI ......c.ccoouiuiiiiiiiiiiie et $48,564 $25,042 $98,750 — $172,356
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RAYONIER INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Dollar amounts in thousands unless otherwise stated)

CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS
For the Year Ended December 31, 2016

Rayonier Inc.

(Parent Subsidiary Non- Consolidating Total

Issuer) Guarantors guarantors Adjustments  Consolidated
CASH (USED FOR) PROVIDED BY OPERATING ACTIVITIES .. ($7,480) $113,775 $97,506 = $203,801
INVESTING ACTIVITIES
Capitalle X P e if1re S UM ——— — — (58,723) — (58,723)
Real estate development investments ..o, — — (8,746) — (8,746)
Rlirchaselo i b el a e S ———. = - (366,481) = (366,481)
Assets purchased in business acquisition — — (887) — (887)
Net proceeds from large disposition of timberlands ...................... — — 203,862 — 203,862
Rayonier office building under construction ..............ccccccoeoiiin. — — (6,307) — (6,307)
Investment in subsidiaries .........ccccovrviniiiiiiin = (293,820) - 293,820 -
OBNEE ettt — — 2,311 — 2,311
CASH USED FOR INVESTING ACTIVITIES. .........c.ccoveinnce — (293,820) (234,971) 293,820 (234,971)
FINANCING ACTIVITIES
1SSUANCE Of AEDT .ovvvieeiiiiiii e — 548,000 147,916 — 695,916
Repayment of debt ..o — (140,000) (318,415) — (458,415)
D1V Te (=Y Yo FY o F= [ PSSR (122,845) — — — (122,845)
Proceeds from the issuance of common shares under incentive
StOCK PlaN ..ooiiiiiii 1,576 — — — 1,576
Repurchase of common shares ... (690) — — — (690)
DEDL ISSUANCE COSES -vevvemeerrneriieiiiierieeiesie st enes — (818) — — (818)
Issuance of intercompany NOtes .........coveiiiiiiniiiii (12,000) = 12,000 — —
Intercompany distributions ..........ccccooiiiiiiiii 160,597 (230,893) 364,116 (293,820) —
(@13 T=Y OSSPSR (177) — (124) — (301)
CASH PROVIDED BY FINANCING ACTIVITIES ....ccoevieieiee 26,461 176,289 205,493 (293,820) 114,423
EFFECT OF EXCHANGE RATE CHANGES ON CASH .............. — — (938) == (938)
CASH, CASH EQUIVALENTS AND RESTRICTED CASH
Change in cash, cash equivalents and restricted cash ................. 18,981 (3,756) 67,090 — 82,315
Balance, beginning of year ...........cccccoeiiiiiiiinic e 2,472 13,217 59,613 — 75,302
Balance, €Nd Of YEAI ......cccvoviiiiiiiieeeeee e $21,453 $9,461 $126,703 — $157,617

104



Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

None.

Item 9A. CONTROLS AND PROCEDURES
DISCLOSURE CONTROLS AND PROCEDURES

Rayonier management is responsible for establishing and maintaining adequate disclosure controls and
procedures. Disclosure controls and procedures (as defined in Rule 13a-15(e) under the Securities Exchange Act of
1934 (the “Exchange Act”)) are designed with the objective of ensuring that information required to be disclosed by
the Company in reports filed under the Exchange Act, such as this Annual Report on Form 10-K, is (1) recorded,
processed, summarized and reported within the time periods specified inthe SEC’s rules and forms and (2) accumulated
and communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate
to allow timely decisions regarding required disclosure.

Because of the inherent limitations in all control systems, no control evaluation can provide absolute assurance
that all control exceptions and instances of fraud have been prevented or detected on a timely basis. Even systems
determined to be effective can provide only reasonable assurance that their objectives are achieved.

Based on an evaluation of our disclosure controls and procedures as of the end of the period covered by this
Annual Report on Form 10-K, our management, including the Chief Executive Officer and Chief Financial Officer,
concluded that the design and operation of the disclosure controls and procedures were effective as of December 31,
2018.

CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTING

In the year ended December 31, 2018, based upon the evaluation required by paragraph (d) of Rule 13a-15, there
were no changes in our internal control over financial reporting that would materially affect or are reasonably likely to
materially affect our internal control over financial reporting.

Item 9B. OTHER INFORMATION
Not applicable.
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PART IlI

Certain information required by Part lll is incorporated by reference from the Company’s Definitive Proxy Statement
to be filed with the SEC in connection with the solicitation of proxies for the Company’s 2019 Annual Meeting of
Shareholders (the “Proxy Statement”). We will make the Proxy Statement available on our website at www.rayonier.com
as soon as it is filed with the SEC.

Item 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Alist of our executive officers and their biographical information are found in Iltem 1 in this Annual Report on Form
10-K. Additional information required by this Item with respect to directors and other governance matters is incorporated
by reference from the sections entitled “Proposal No. 1 - Election of Directors,” “Corporate Governance,” “Named
Executive Officers,” “Section 16(a) Beneficial Ownership Reporting Compliance” and “Report of the Audit Committee”
in the Proxy Statement.

Our Standard of Ethics and Code of Corporate Conduct, which is applicable to our principal executive, financial
and accounting officers, is available on our website, www.rayonier.com. Any amendments to or waivers of the Standard
of Ethics and Code of Corporate Conduct will also be disclosed on our website.

Item 11. EXECUTIVE COMPENSATION

The information called for by Item 11 is incorporated herein by reference from the section and subsections entitled
“Compensation Discussion and Analysis,” “Summary Compensation Table,” “Grants of Plan-Based Awards,”
“Outstanding Equity Awards at Fiscal Year-End,” “Option Exercises and Stock Vested,” “Pension Benefits,”
“Nonqualified Deferred Compensation,” “Potential Payments Upon Termination or Change in Control,” “Director
Compensation,” “Compensation Committee Interlocks and Insider Participation; Processes and Procedures” and
“Report of the Compensation and Management Development Committee” in the Proxy Statement.

” o«

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

The information called for by Item 12 is incorporated herein by reference from the section and subsections entitled
“Ownership of and Trading in our Shares,” “Share Ownership of Certain Beneficial Owners,” “Share Ownership of
Directors and Executive Officers” and “Equity Compensation Plan Information” in the Proxy Statement.

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information called for by Item 13 is incorporated herein by reference from the section and subsections entitled
“Proposal No. 1 - Election of Directors,” “Director Independence” and “Related Person Transactions” in the Proxy
Statement.

Item 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information called for by Item 14 is incorporated herein by reference from the subsection entitled “Information
Regarding Independent Registered Public Accounting Firm” in the Proxy Statement.
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PART IV

Item 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
(a) Documents filed as a part of this report:
(1) See Index to Financial Statements on page 50 for a list of the financial statements filed as part of this report.
(2) Financial Statement Schedules:
SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS

Years Ended December 31, 2018, 2017, and 2016
(In Thousands)

Additions

Balance
at

Beginning

Charged
to Cost
and

Balance
at End

Deductions of Year

of Year

Description
Allowance for doubtful accounts:

Expenses

Year ended December 31,2018 ........ccooiiviiiiiieennenns $23 — ($15) $8

Year ended December 31, 2017 ........ccovveiiiiiiieeennnns 88 — (10) 23

Year ended December 31, 2016 .......ccceeeeveveeeeeeeiennnee 42 — (9) 33
Deferred tax asset valuation allowance:

Year ended December 31, 2018 ......ovvveeeeeeeeeeeeeaeaaann. $34,889 $3,950 (a) — $38,839

Year ended December 31, 2017 ......oovvveeiiieiieeeeenen, 21,861 13,028 (a) — 34,889

Year ended December 31, 2016 ..........evceeeeeieeeeeennn.. 18,248 3,613 (a) — 21,861

(a) The 2018, 2017 and 2016 increase is comprised of valuation allowance against the TRS deferred tax assets.

All other financial statement schedules have been omitted because they are not applicable, the required
matter is not present or the required information has otherwise been supplied in the financial statements
or the notes thereto.

(3) See Exhibit Index for a list of the exhibits filed or incorporated herein as part of this report. Exhibits that are
incorporated by reference to documents filed previously by the Company under the Securities Exchange
Act of 1934, as amended, are filed with the SEC under File No. 1-6780.

Item 16. FORM 10-K SUMMARY

None.
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The following is a list of exhibits filed as part of the Form 10-K. As permitted by the rules of the SEC, the Company has
not filed certain instruments defining the rights of holders of long-term debt of the Company or its consolidated subsidiaries
under which the total amount of securities authorized does not exceed 10 percent of the total assets of the Company and
its consolidated subsidiaries. The Company agrees to furnish to the SEC, upon request, a copy of any omitted instrument.

Exhibit No.

2.1

2.2

2.3

3.1

3.2

3.3

4.1

4.2

4.3

4.4

4.5

4.6

4.7

EXHIBIT INDEX

Description

Contribution, Conveyance and Assumption Agreement dated
December 18, 2003 by and among Rayonier Inc., Rayonier
Timberlands Operating Company, L.P., Rayonier Timberlands,
L.P., Rayonier Timberlands Management, LLC, Rayonier
Forest Resources, LLC, Rayland, LLC, Rayonier TRS
Holdings Inc., Rayonier Minerals, LLC, Rayonier Forest
Properties, LLC, Rayonier Wood Products, LLC, Rayonier
Wood Procurement, LLC, Rayonier International Wood
Products, LLC, Rayonier Forest Operations, LLC, Rayonier
Properties, LLC and Rayonier Performance Fibers, LLC

Contribution, Conveyance and Assumption Agreement, dated
July 29, 2010, between Rayonier Inc. and Rayonier Operating
Company LLC

Separation and Distribution Agreement, dated May 28, 2014,
by and between Rayonier Inc. and Rayonier Advanced
Materials Inc.**

Amended and Restated Articles of Incorporation

By-Laws

Limited Liability Company Agreement of Rayonier Operating
Company LLC

Form S-4 Registration Statement

Amendment No. 1 to Form S-4 Registration Statement

Indenture relating to the 3.75% Senior Notes due 2022, dated
March 5, 2012, between Rayonier Inc., as issuer, and The
Bank of New York Mellon Trust Company, N.A., as trustee

First Supplemental Indenture relating to the 3.75% Senior
Notes due 2022, dated March 5, 2012, among Rayonier Inc.,
as issuer, the subsidiary guarantors named therein and The
Bank of New York Mellon Trust Company, N.A., as trustee

Second Supplemental Indenture relating to the 3.75% Senior
Notes due 2022, dated March 5, 2012, among Rayonier Inc.,
as issuer, the subsidiary guarantors named therein and The
Bank of New York Mellon Trust Company, N.A., as trustee

Form of Note for 3.75% Senior Notes due 2022 (contained in
Exhibit A to Exhibit 4.4)

Indenture among Rayonier A.M. Products Inc., the guarantors
party thereto from time to time and Wells Fargo Bank,
National Association, as Trustee, dated as of May 22, 2014

Location

Incorporated by reference to Exhibit
10.1 to the Registrant’s January 15,
2004 Form 8-K

Incorporated by reference to Exhibit
10.7 to the Registrant’s June 30, 2010
Form 10-Q

Incorporated by reference to Exhibit 2.1
to the Registrant’s May 30, 2014 Form
8-K

Incorporated by reference to Exhibit 3.1
to the Registrant’s May 23, 2012 Form
8-K

Incorporated by reference to Exhibit 3.2
to the Registrant’s October 21, 2009
Form 8-K

Incorporated by reference to Exhibit 3.3
to the Registrant’s June 30, 2010 Form
10-Q

Incorporated by reference to the
Registrant’s April 26, 2004 S-4 Filing

Incorporated by reference to the
Registrant’'s May 6, 2004 S-4/A Filing

Incorporated by reference to Exhibit 4.1
to the Registrant’'s March 5, 2012 Form
8-K

Incorporated by reference to Exhibit 4.2
to the Registrant’s March 5, 2012 Form
8-K

Incorporated by reference to Exhibit 4.1
to the Registrant’s October 17, 2012
Form 8-K

Incorporated by reference to Exhibit 4.2
to the Registrant’'s March 5, 2012 Form
8-K

Incorporated by reference to Exhibit 4.1
to the Registrant’s May 22, 2014 Form
8-K



Exhibit No.
10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

Description

Rayonier Investment and Savings Plan for Salaried
Employees effective March 1, 1994, amended and restated
effective April 1, 2015 and further amended effective
September 8, 2015

Amendment to Rayonier Investment and Savings Plan for
Salaried Employees effective as of June 1, 2016, executed
February 25, 2016*

Amendment to Rayonier Investment and Savings Plan for

Salaried Employees effective as of January 1, 2017, executed

October 24, 2016*

Amendment to Rayonier Investment and Savings Plan for

Salaried Employees effective as of January 1, 2017, executed

January 17, 2017*

Amendment to Rayonier Investment and Savings Plan for

Salaried Employees effective as of January 1, 2017, executed

July 20, 2017*

Amendment to Rayonier Investment and Savings Plan for

Salaried Employees effective as of October 1, 2017, executed

November 9, 2017*

Amendment to Rayonier Investment and Savings Plan for
Salaried Employees effective as of November 1, 2018,
executed December 21, 2018*

Amended and Restated Retirement Plan for Salaried
Employees of Rayonier Inc. effective January 1, 2014*

First Amendment to the Retirement Plan for Salaried
Employees of Rayonier Inc. effective as of December 31,
2016*

Rayonier Inc. Excess Benefit Plan, as amended*

Rayonier Inc. Excess Savings and Deferred Compensation
Plan, as amended and restated*

Form of Rayonier Inc. Excess Savings and Deferred
Compensation Plan Agreements*

Rayonier Non-Equity Incentive Plan*

Form of Rayonier Outside Directors Compensation Program/
Cash Deferral Option Agreement*

Trust Agreement for the Rayonier Inc. Legal Resources Trust*

Master Shareholder Agreement in Relation to Matariki
Forests, dated July 15, 2005, by and among SAS Trustee
Corporation, Deutshe Asset Management (Australia) Limited,
Rayonier Canterbury LLC, Rayonier New Zealand Limited,
Cameron and Company Limited, Matariki Forests Australia
Pty Limited, Matariki Forestry Group and Matariki Forests

Location

Incorporated by reference to Exhibit
10.2 to the Registrant’s December 31,
2015 Form 10-K

Incorporated by reference to Exhibit
10.1 to the Registrant’s March 31, 2016
Form 10-Q

Incorporated by reference to Exhibit
10.1 to the Registrant’'s September 30,
2016 Form 10-Q

Incorporated by reference to Exhibit
10.1 to the Registrant’s March 31, 2017
Form 10-Q

Incorporated by reference to Exhibit
10.1 to the Registrant’s June 30, 2017
Form 10-Q

Incorporated by reference to Exhibit
10.6 to the Registrant’s December 31,
2017 Form 10-K

Filed herewith

Incorporated by reference to Exhibit
10.9 to the Registrant’s December 31,
2015 Form 10-K

Incorporated by reference to Exhibit
10.2 to the Registrant’s September 30,
2016 Form 10-Q

Incorporated by reference to Exhibit
10.2 to the Registrant’s June 30, 2010
Form 10-Q

Incorporated by reference to Exhibit
10.3 to the Registrant’s June 30, 2010
Form 10-Q

Incorporated by reference to Exhibit
10.4 to the Registrant’s June 30, 2010
Form 10-Q

Incorporated by reference to Appendix
B to the Registrant’s March 31, 2008
Proxy Statement

Incorporated by reference to Exhibit
10.24 to the Registrant’s December 31,
2006 Form 10-K

Incorporated by reference to Exhibit
10.1 to the Registrant’'s September 30,
2014 Form 10-Q

Incorporated by reference to Exhibit
10.38 to the Registrant’s June 30, 2005
Form 10-Q



Exhibit No.
10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30

10.31

Description

Deed of Amendment and Restatement of Shareholder
Agreement, dated April 22, 2014, by and among Rayonier
Canterbury LLC, Waimarie Forests Pty Limited, Matariki
Forestry Group, Matariki Forests and Phaunos Timber Fund
Limited

Intellectual Property Agreement, dated June 27, 2014, by and
between Rayonier Inc. and Rayonier Advanced Materials Inc.

Form of Indemnification Agreement between Rayonier Inc.
and its Officers and Directors*

Rayonier Incentive Stock Plan, as amended*

Rayonier Incentive Stock Plan, as amended*

Form of Rayonier Incentive Stock Plan Non-Qualified Stock
Option Award Agreement*

Form of Rayonier Incentive Stock Plan Restricted Stock
Award Agreement*

Form of Rayonier Incentive Stock Plan Supplemental Terms
Applicable to the 2014 Equity Award Grant*

2015 Performance Share Award Program*

2016 Performance Share Award Program*

2017 Performance Share Award Program*

2018 Performance Share Award Program*

Rayonier Inc. Supplemental Savings Plan effective March 1,
2016*

Credit Agreement dated as of August 5, 2015 among
Rayonier Inc., Rayonier TRS Holdings Inc. and Rayonier
Operating Company LLC, as Borrowers, CoBank, ACB as
Administrative Agent, Swing Line Lender and Issuing Bank,
JPMorgan Chase Bank, N.A. and Farm Credit of Florida, ACA
as Co-Syndication Agents, Credit Suisse AG and SunTrust
Bank as Co-Documentation Agents and CoBank, ACB as
Sole Lead Arranger and Sole Bookrunner

First Amendment and Incremental Term Loan Agreement
dated as of April 28, 2016, by and among Rayonier Inc.,
Rayonier TRS Holdings Inc., Rayonier Operating Company
LLC, as Borrowers, CoBank, ACB, as Administrative Agent
and the several banks, financial institutions and other
institutional lenders party thereto

Location

Incorporated by reference to Exhibit
10.11 to the Registrant’s June 30, 2014
Form 10-Q

Incorporated by reference to Exhibit
10.4 to the Registrant’s June 30, 2014
Form 8-K

Incorporated by reference to Exhibit
10.8 to the Registrant’s June 30, 2014
Form 10-Q

Incorporated by reference to Exhibit
10.2 to the Registrant’s March 31, 2015
Form 10-Q

Filed herewith

Incorporated by reference to Exhibit
10.19 to the Registrant's December 31,
2008 Form 10-K

Incorporated by reference to Exhibit
10.5 to the Registrant’s March 31, 2015
Form 10-Q

Incorporated by reference to Exhibit
10.23 to the Registrant’s December 31,
2013 Form 10-K

Incorporated by reference to Exhibit
10.3 to the Registrant’s March 31, 2015
Form 10-Q

Incorporated by reference to Exhibit
10.44 to the Registrant’'s December 31,
2015 Form 10-K

Incorporated by reference to Exhibit
10.2 to the Registrant’s March 31, 2017
Form 10-Q

Incorporated by reference to Exhibit
10.1 to the Registrant’s March 31, 2018
Form 10-Q

Incorporated by reference to Exhibit
10.2 to the Registrant’'s March 31, 2016
Form 10-Q

Incorporated by reference to Exhibit
10.3 to the Registrant’s March 31, 2016
Form 10-Q

Incorporated by reference to Exhibit
10.1 to the Registrant’'s May 2, 2016
Form 8-K



Exhibit No.
10.32

10.33

10.34

21

231

24

31.1

31.2

32
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*

Description

Location

2016 Guarantee Agreement dated as of April 28, 2016 among Incorporated by reference to Exhibit

Rayonier Inc., Rayonier TRS Holdings Inc. and COBANK,
ACB, as Administrative Agent

Amended and Restated Executive Severance Pay Plan
effective as of December 31, 2016*

Rayonier Annual Bonus Program, as amended and restated,
effective as of January 1, 2018*

Subsidiaries of the registrant
Consent of Ernst & Young LLP
Powers of attorney

Chief Executive Officer’s Certification Pursuant to Rule
13a-14(a)/15d-14(a) and pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002

Chief Financial Officer’s Certification Pursuant to Rule
13a-14(a)/15d-14-(a) and pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002

Certification of Periodic Financial Reports Under Section 906
of the Sarbanes-Oxley Act of 2002

The following financial information from our Annual Report on
Form 10-K for the fiscal year ended December 31, 2018,
formatted in Extensible Business Reporting Language
(“XBRL"), includes: (i) the Consolidated Statements of
Income and Comprehensive Income for the Years Ended
December 31, 2018, 2017 and 2016; (ii) the Consolidated
Balance Sheets as of December 31, 2018 and 2017; (iii) the
Consolidated Statements of Shareholders’ Equity for the
Years Ended December 31, 2018, 2017 and 2016; (iv) the
Consolidated Statements of Cash Flows for the Years Ended
December 31, 2018, 2017 and 2016; and (v) the Notes to the
Consolidated Financial Statements.

Management contract or compensatory plan.

10.2 to the Registrant’s May 2, 2016
Form 8-K

Incorporated by reference to Exhibit
10.3 to the Registrant’s September 30,
2016 Form 10-Q

Incorporated by reference to Exhibit
10.31 to the Registrant’'s December 31,
2017 Form 10-K

Filed herewith

Filed herewith

Filed herewith

Filed herewith

Filed herewith

Furnished herewith

Filed herewith

** Certain schedules and similar attachments have been omitted from this filing pursuant to Item 601(b)(2) of
Regulation S-K. Rayonier will furnish supplemental copies of any such schedules or attachments to the U.S.
Securities and Exchange Commission upon request.



SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused
this report to be signed on its behalf by the undersigned, thereunto duly authorized.

RAYONIER INC.

By: /sl MARK MCHUGH

Mark McHugh
Senior Vice President and Chief Financial Officer

(Duly Authorized Officer, Principal Financial Officer)

February 22, 2019

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following
persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date
/s/ DAVID L. NUNES President and Chief Executive Officer February 22, 2019

David L. Nunes
(Principal Executive Officer)

/sl MARK MCHUGH Senior Vice President and Chief Financial Officer February 22, 2019

Mark McHugh
(Principal Financial Officer)

Director, Financial Services and Corporate
/s/ APRIL TICE Controller February 22, 2019

April Tice
(Principal Accounting Officer)

* Chairman of the Board
Richard D. Kincaid

* Director
Keith E. Bass
* Director

Dod A. Fraser

* Director
Scott R. Jones

* Director
Bernard Lanigan, Jr.

* Director
Blanche L. Lincoln

* Director
V. Larkin Martin

* Director
Andrew G. Wiltshire

*By: /s/ MARK R. BRIDWELL February 22, 2019

Mark R. Bridwell
Attorney-In-Fact
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EXHIBIT 21

SUBSIDIARIES OF RAYONIER INC.
As of December 31, 2018

State/Country of

Incorporation/
Name of Subsidia Organization
Matariki Forests New Zealand
Matariki Forestry Group New Zealand
Rayonier Forest Resources, L.P. Delaware
Rayonier Atlantic Timber Company Delaware
Rayonier Washington Timber Company Delaware
Rayonier Gulf Timberlands, LLC Delaware
Rayonier Louisiana Timberlands, LLC Delaware
Rayonier Mississippi Timberlands Company Delaware
Rayonier Operating Company LLC Delaware
Rayonier TRS Operating Company Delaware
Rayonier TRS Forest Operations, LLC Delaware
Rayonier TRS Holdings Inc. Delaware
Raydient LLC Delaware

In accordance with Item 601(b)(21) of Regulation S—K, we have omitted some subsidiaries that, if considered in the aggregate
as a single subsidiary, would not constitute a significant subsidiary as of December 31, 2018 under Rule 1-02(w) of Regulation
S-X.



EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in the following Registration Statements of Rayonier Inc.:

)
2)
3)
4

5)

Registration Statement (Form S-3 No. 333-225530),
Registration Statement (Form S-4 Amendment No. 1 to No. 333-114858),
Registration Statement (Form S-8 No. 333—-129175) pertaining to the Rayonier 1994 Incentive Stock Plan,

Registration Statement (Form S-8 No. 333-129176) pertaining to the 2004 Rayonier Incentive Stock and
Management Bonus Plan, and

Registration Statement (Form S-8 Amendment No. 2 to No. 333—-152505) pertaining to the Rayonier Investment and
Savings Plan for Salaried Employees;

of our reports dated February 22, 2019, with respect to the consolidated financial statements and schedule of Rayonier Inc. and
subsidiaries and the effectiveness of internal control over financial reporting of Rayonier Inc. and subsidiaries, included in this
Annual Report (Form 10-K) of Rayonier Inc. for the year ended December 31, 2018.

/s/ Ernst & Young LLP

Jacksonville, FL
February 22, 2019



EXHIBIT 31.1

CERTIFICATION

I, David L. Nunes, certify that:

1.

2.

I have reviewed this annual report on Form 10-K of Rayonier Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rule 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rule 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred
during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control
over financial reporting; and

The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or
persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize
and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role
in the registrant's internal control over financial reporting.

Date: February 22, 2019

/s/ DAVID L. NUNES

David L. Nunes
President and Chief Executive Officer, Rayonier Inc.




EXHIBIT 31.2

CERTIFICATION

I, Mark McHugh, certify that:

1.

2.

I have reviewed this annual report on Form 10-K of Rayonier Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rule 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rule 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred
during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control
over financial reporting; and

The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or
persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize
and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role
in the registrant's internal control over financial reporting.

Date: February 22, 2019

/s MARK MCHUGH

Mark McHugh
Senior Vice President and
Chief Financial Officer, Rayonier Inc.




EXHIBIT 32
CERTIFICATION

The undersigned hereby certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that
to our knowledge:

1. The Annual Report on Form 10-K of Rayonier Inc. (the “Company”) for the period ended December 31, 2018 (the
“Report”) fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934;
and

2. The information in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Company.

February 22, 2019

/s/ DAVID L. NUNES /sl MARK MCHUGH

David L. Nunes Mark McHugh

President and Chief Executive Olfficer, Senior Vice President and

Rayonier Inc. Chief Financial Officer, Rayonier Inc.

A signed original of this written statement required by Section 906 has been provided to Rayonier and will be retained by
Rayonier and furnished to the Securities and Exchange Commission or its staff upon request.
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