Little Hogback Community Forest LLC
A long-term investment that you can walk in, work with and be proud of

A Peoples Prospectus

What it is:

Little Hogbadk Community Forest LLC isaVermont Limited Liability
Company that will own all5aaeforested parcd that must remain as
caefully managed forest forever. The LL C will be made up o 16 shares,
cdled Membership Interests. Each investor/member will own a share of the LL C that
owns the land; investor/members will not own separately delineaed pations of the land.

Theland will be caefully managed as an undvided urit to proted forest hedth andto
provide oppatunities for reaedion as well astimber and firewood. Management costs
and proceas from the land will be divided equally among the shares.

Goals:
* To proted forest hedth in perpetuity
* To dfer oppatunities to community members who may not be aleto bwy
land aherwise to dotwo things smultaneoudly:
o hdd, steward and enjoy land
0 make amodest return ontheir investment through sustainable
community-based forestry

Conservation Easement and Affordability Covenant on the land:
The LLC will buy the parcd of land subjed to a Conservation Easement held by the
Vermont Land Trust and an Aff ordability Covenant held by Vermont Family Forests.

The Conservation Easement requires goodforest management, and means the land can
never be developed or subdvided.

The Affordability Covenant limitsthe parcd’s sale (and resale) value so that an
investment in the land could provide amodest rate of return from forest products—
making it perpetuall y aff ordable to community members wholook at this purchase & a
long-term investment. Because of the subsidy provided in the purchase price, the income
of members at the time of purchase must be below $89,400-150% of the courty median.

Because these two covenants arein place the LLC is ableto puchase the parcd at a
pricethat is sgnificantly lower than the price of forest land that does not have mvenants.
In combination, the two covenants have lowered the price of the land to ore that we think
will giveinvestor/members areturn ontheir investment that is roughly equivaent to what
they would exped to get if they had kept the money in the bank.

Management and Uses of the Land

Theland will be managed acwrding to along-term management plan jointly approved by
the LLC, the Vermont Land Trust and VFF. A manager, aso jointly approved, will direa
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management adiviti es. Whil e the management is designed to proted forest hedth,
growing and hervesting treesis crucia in providing the return to the investors. Trees will
be aut!

It is anticipated that the forest will be uneven-aged, having trees of all ages. Harvests
would be nducted every ten yeas or so.

In addition, members can hike and ski onthe land, hervest firewood,camp (no-trace
camping), watch hirds, picnic and enjoy the view. No atv’s are dlowed; no hurting is
allowed onthis snall parcd.

Financial:
Eadch share will cost lessthan $3,000initially. That initia investment is the only financial
outlay anticipated.

When the money from all the sharesis poded, there will be enough to buy theland, to
cover closing costs and taxes, and to set aside asmall amourt in a “Management Reserve
Fund? Shortly after the landis purchased, there will be atimber sale. The proceals from
that sale dso will go into the Management Reserve Fund. The Fundshoud be managed
by the LL C so that there is always enough money to pay for property taxes, insurance and
management withou asking the members to contribute more.

The reason for keguing a Management Reserve Fundto cover costsis S that people
won't find themselves grapped by the need to make payments—some of which might be
erratic--and so that neither the LLC nor VFF will have to be lledion agents.
Ultimately, however, members are resporsible for their share of costs sroud the
Management Reserve Fundrun short.

Any revenue from the land goes into the Management Reserve Fund.Revenue ca orly
be distributed to membersif there is an adequate anourt to cover anticipated expenses
(plus contingency) until future revenue replenishes the Fund. When thereisrevenueto be
distributed to members, it will be divided evenly between shares.

When revenue mmes from the land, eady member is resporsible for reporting any
income and paying taxes onit. Similarly, eacy member may report alossin theyeasin
which there ae management costs but no revenue.

Firewood
Members who would like firewoodcan be dlocaed alot with trees marked by the
forester. There will be asmall feeto cover the marking costs.

Selling your share

Although we don't advise buying ashare if you anticipate needing to sell within ten
yeas, shares can be sold. Youmay sell, give or will your share to amember of your
family or to another member of the LL C (provided the member doesn’'t already own two
shares). Otherwise, the share shoud first be off ered to the Vermont Family Forests
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Community Equity Fund,which is establi shed to buy and resell sharesto achieve two
purposes:

1. to alow members whowant to sell to get their money quickly

2. toresell to community members

The pricepaid by VFFwould be cdculated by the same formulathat establi shes your
purchase price the value that could provide amodest return oninvestment. Thisvaueis
likely to increase over time for two reasons:
1. thetreeswill be bigger and hgher quality—therefore more valuable--as a
result of time and management
2. thepricemills pay for logsis likely to increase over time

The priceof asharewill alsoinclude apropationa percentage of the Management
Reserve Fund.

VFFwould never exerciseitsoptionto buy ashare & apricethat islessthan the original
share price predated at the inflation rate.

If the VFF Fund daesn’'t agreeto buy your share within thirty days, you are freeto sell it
to anyone for any price

If you have aloan from the VFF Community Equity Fund, pease seethe loan
information abou selli ng your share and repaying the loan.

Expected financial return

We exped thetotal long-term return to be aound 3%6. This return comes in two ways: the
net revenue, after subtrading expenses, that would be distributed roughly every ten yeas,
andthe gpredationin the value of a share that would result from growing an dder and
more valuable forest and from increases in the prices paid for logs.

RunningtheLLC

The LLC may be set up as an owner-managed company, with dedsions made by the
members. The LL C members may eled agents or committeesto be aithorized to do
certain things, such as pay bill s, file papers, work with the forest manager, coordinate
firewoodsales, or negotiate with the Vermont Land Trust abou the management plan.

Alternatively, it may be set up as a manager-managed company, with most dedsions
made by the manager, presumably Vermont Family Forests.

In either case, any dedsions made by the LL C will be run democraticdly, with ore vote
per share. No howsehald may own more than two shares. Dedasions will be made by
simple mgjority. The only exceptions would be dedsions to amend the original
agreament or to dsslve the LL C; both of those dedsions require more votes.
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Working on the Land

Members are not required to work onthe land. However, if any members would like to
perform any of the management adivities prescribed by the gpproved management plan
they can be hired by the Forest Manager to doso.

Risk

Aswith any investment, there is risk. Much o the value of the LLC will bein the trees
themselves and there ae possble threds to the trees from storms, fire, disease, inseds, or
vandalism. Thereis aso the passhility that pollution a climate change wuld reducethe
anticipated growth rate or weden the trees 0 that they are more susceptible to dsease.

In addition, there is the posshility that the value of logs will deaease, or will not increase
as expeded.

If the LL C uses the land in away that violates the terms of the eaement or covenant,
legal consequences may include financial payments.

Members can be “removed” from the LL C for violating legal obligations or rules st out

by the LL C if members holding 60% of the shares © vate. The removed member would
be fully compensated for the sale of the share.
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