





“We are proud of the 32 percent return investors
earned from dividends and stock price gains in
2011. Investors who have held our stock for the past

1/

five years have more than doubled their investment.
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s7 o Rayonier had another excellent year in 2011, with a 45 percent increase
Y in pro forma earnings to $264 million, strong operating cash flow of

$432 million and an 11 percent dividend increase.

As fellow shareholders, we are proud of the 32 percent return investors
T 0B T @ earned from dividends and stock price gains in 2011. Investors who
have held our stock for the past five years have more than doubled
their investment, with a total return of 106 percent.

Operating Income
($ in millions)

Our accomplishments in 2011 included key strategic initiatives
designed to strengthen Rayonier’s industry leadership and generate
exceptional shareholder value:

= We invested $426 million to acquire 308,000 acres of highly
productive timberlands in six southeastern states, broadening our
geographic diversity and enhancing the overall quality of our
portfolio.We now serve dynamic end markets in ten states and New
Zealand, with timberlands totaling 2.7 million acres.
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Earnings per Share* = We launched a $300 million project to convert our absorbent
materials line in Jesup to high purity cellulose specialties. This will
expand our cellulose specialities capacity by 40 percent to 675,000
o tons in mid-2013, enabling us to meet growing customer demand
$1.50m_ and to remain the global leader in this high-value niche.
Y Our confidence in the future is reflected in the third quarter dividend
increase of 11 percent to an annualized rate of $1.60 per share.This
was the second dividend increase in nine months and the sixth since
our conversion to a REIT in 2004, demonstrating our commitment to
paying an attractive, growing dividend.
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Each of our businesses contributed to this outstanding year through

operational excellence and the focused execution of our strategy.

Regular Dividend per Share*

*Adjusted for the August 2011 3-for-2 stock split
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Our unique business mix,
conservative balance
sheet and substantial
liquidity create operating 15
flexibility and enable us
to take advantage of
growth opportunities.
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Increased operating income 43 percent to $47 million

Aggressively managed harvest levels and product mix to target
markets with the greatest demand and most attractive pricing

Capitalized on growing Asian demand for sawlogs, boosting
export volumes to 30 percent of our Washington harvest, and
increasing our New Zealand joint venture exports to China

Earned $47 million of operating income, a decline of 11 percent.
This was expected, as we wound down our program to sell
large tracts of nonstrategic timberlands.

Maintained our disciplined approach of evaluating timberlands
for their highest and best use, selling only when attractive
returns could be realized. As a result, we sold fewer acres of
rural, conservation and commercial land, but achieved higher
per acre values.

Succeeded in obtaining land use changes for two properties in
Florida, and now have 39,000 acres of entitled properties that
will grow in value as markets recover

Achieved another record year, with a milestone of $1 billion in
sales and operating income of $298 million

Invested $97 million of capital in our mills to enhance quality,
reliability and cost competitiveness

Announced average cellulose specialties price increases of 12
to 13 percent for 2012, driven by strong, sustained demand

Obtained commitments for 85 percent of the new cellulose
specialties volume from the converted Jesup line
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Adjusted EBITDA Cash Available for Distribution*
($ in millions) ($ per Share)

*Adjusted for the August 2011 3-for-2 stock split
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Return on Equity

Our 1,900 talented and dedicated employees delivered these outstanding results while driving a culture of safety that

led us to one of our safest years on record.

The year also saw the culmination of the succession plan we put in place several years ago, as Paul Boynton became
CEO on January 1,2012. Paul successfully led each of our businesses during the last ten years, and will assume the

additional role of Chairman upon my retirement in May.

With the right people and strategy in place, strong operating cash flow and a solid balance sheet, | am confident the

company will continue to drive superior value creation under Paul’s leadership.

It has been an honor to lead Rayonier over the past five years.| am proud of the many accomplishments our

employees have achieved, and appreciate your confidence in me.

From the President and CEO

Rayonier has become one of the top performing forest products companies,

with industry leading returns driven by record earnings and cash flows.

The proven long-term strategy that achieved these results remains firmly in

place.We will expand our timberlands and optimize their value through

exceptional management practices and targeted land sales and entitlements.

In Performance Fibers, we will maintain our global leadership in high purity
cellulose specialties through investments in our capacity, superior product
quality and technical expertise. Throughout, our long-standing culture of
safety and integrity will be the hallmark of everything we do.

We remain committed to increasing our dividend over time, funded by
strong cash flows, and to achieving value creation from operational
excellence across our businesses. Rayonier’s vision is to be the best forest
products company, recognized and admired as the leader in creating value
for our owners.

It is my privilege to follow Lee Thomas as CEO.The future is bright for
Rayonier, and | look forward to serving our shareholders, customers and
employees in the years ahead.

“The future is bright for
Rayonier, and | look
forward to serving our
shareholders, customers
and employees in the
years ahead.”

Paul G. Boynton, President and CEO




Reconciliation of

Non-GAAP Measures
Dollars in millions, except per share 2011 2010 2009 2008 2007

Adjusted EBITDA®

Net income $276 $218 $313 $149 $174
Income tax expense 30 15 46 29 23
Interest, net 50 49 51 49 50
Depreciation, depletion and amortization 136 143 158 168 165
Non-cash cost of real estate sold 4 7 7 1 8
Increase in disposition reserve 7 - - - =
Gain on sale of a portion of New Zealand interest - (12) = = =
Income related to the AFMC - = (205) - -
Wildfire impact - - - - (2
Adjusted EBITDA $503 $420 $370 $406 $418

Rayonier

Cash Available for Distribution ®

Cash provided by operating activities $432 $495 $307 $340 $324
Capital expenditures (145) (138) (92) (109 (97)
Change in committed cash (6) 12 17 (10) 17
Excess tax benefits on stock-based 6 5 3 3 8 Lee M. Thomas
compensation Chairman
Other - 10 2) (12) 3)
Paul G. Boynton

Cash Available for Distribution $287 $384 $233 $216 $249 .

. R C. David Brown, II
Outstanding shares in millions ® 122.0 121.0 119.3 1182 1173

Gov. John E.Bush

Cash Available for

Distribution per share® $235  $317  $1.95  $1.83  $212 Mark E. Gaumond
(a) Adjusted EBITDA is defined as earnings before interest, taxes, depreciation, depletion, amortization, and the non-cash cost basis of real estate R IC ha rd D KI ncail d
sold. 2011 excluded the increase in a disposition reserve. 2010 and 2009 excluded the impact of the gain on sale of a portion of the New
Zealand interest and income related to the alternative fuel mixture credit (“AFMC”), respectively. 2007 excluded the impact of wildfires. V L a rkl n M a rtl n
(b) Cash Available for Distribution (CAD) is defined as cash provided by operating activities adjusted for capital spending, the tax benefits associated .
with certain strategic acquisitions, the change in committed cash, and other items which include cash provided by discontinued operations, Ja mes H . M | | | er

proceeds from matured energy forward contracts, excess tax benefits on stock-based compensation and the change in capital expenditures
purchased on account. CAD is a non-GAAP measure of cash generated during a period that is available for dividend distribution, repurchase of
the company’s common shares, debt reduction and for strategic acquisitions net of jated financing. Thomas I.Mo rgan

(c) Adjusted to reflect the August 2011 3-for-2 stock split. D aVi d W O S kl n

G Ronald Townsend
Reconciliation of Reported

to Pro Forma Earnings

Dollars in millions

2011 2010
Operating Income $356.3 $282.0
Increase in disposition reserve 6.5 B
Gain on sale of portion of New Zealand JV interest - (12.4)
Pro Forma Operating Income $362.8 $269.6
Net Income $276.0 $217.6
Reversal of reserve related to the taxability of
the AFMC (16.0)
Increase in disposition reserve 4.1
Cellulosic Biofuel Producer Credit - (24.3)
Gain on sale of portion of New Zealand JV interest - (11.5)

Pro Forma Net Income $264.1 $181.8




