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Introduction

Timberland appraisal often involves the services 
of a forester to estimate timber value for distinct 
commercial products and the value of the under-
lying land, which can be viewed as a “factory” 
that produces a perpetual timber crop. This arti-
cle discusses some of the fundamental complexi-
ties in valuing timberland to increase appraisers’ 
understanding of issues that arise in obtaining 
timberland component values. 

  In a timberland transaction, a timber crop pro-
vides contributory value and the disaggregation 
technique is commonly used to separate the total 
tract value into timber and land components.1 
Estimation of timber volume and the correspond-
ing value on a timberland property often requires 
technical expertise from a forester in terms of con-
verting standing timber into projected products 
(cash flows) that are measured in different units 
(like tons, cords, or board feet), with market prices 
heavily dependent on multiple quality factors 
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(like knots and straightness), and even timber 
harvesting constraints due to factors like stream-
side management zones.2 Those timber complexi-
ties pose potential liabilities from misestimation 
of timber value and are the common reason an 
appraiser usually leaves this task to the forester.
 Once the value of the timber is established, an 
allocated land value (ALV) is often calculated by 
subtracting the timber value from the overall 
sales comparison tract market value, a calcula-
tion resulting in a residual that is more complex 
than it seems.3 This study examines and reports 
on factors that are important in explaining the 
land value differential (LVD); that is, the amount 
in which the allocated land value commonly dif-
fers from a typical bare land value (BLV) calcu-
lated using the income approach.

Timberland Valuation Methods

The two most common valuation methods used 
in timberland valuation are the sales comparison 
and income approaches.4 The sales comparison 
approach poses two major problems in applica-
tion: a limited number of directly comparable 
sales and the problematic conundrum of adjust-
ing between sales due to inherent differences in 
tree species and sizes, and the resulting commer-
cial timber products derived from those trees.5 
 Timberland appraisal of large-acreage tracts 
usually involves land with a highest and best use 
of timber production, which is often valued using 
the discounted cash flow method. This approach 
involves making reliable estimates of critical vari-
ables that are property specific, like current and 
future stumpage prices, the length of optimal tim-
ber rotations, forest yield, site index, reforestation 

cost, and the costs related to management and 
silvicultural applications.6 Certainly both the 
sales comparison and discounted cash flow 
approaches are commonly used in timberland val-
uation, often one as a subsidiary approach in sup-
port of values obtained using the other method.7

 Timberland valuation may take into consider-
ation the relevant site index. Site index is a standard 
forestry term that may be confusing to appraisers. 
The site index has nothing to do with location, 
except it does tend to vary by region (between the 
Lower Coastal Plain and the Piedmont in South 
Carolina, for example). Site index is an indicator 
of soil productivity and a key component in the 
estimation of timber product yield. It is a measure 
of how tall a tree will grow in 25 or 50 years (the 
base age in the current study was 25 years, typi-
cally used for pine plantations in the South). Tree 
height is strongly related to tree yield, so the site 
index is also strongly related to tree yield.
 Timberland has its own specialized valuation 
method using the income approach, called land 
expectation value. It is more commonly known 
as bare land value, which is simply a discounted 
cash flow method with a strict assumption of 
growing timber in perpetuity.8 Bare land value 
(BLV) is widely accepted by timberland apprais-
ers and is exactly what it sounds like, “the value 
of bare land in permanent timber production 
that is in need of immediate regeneration, or sim-
ply the value of the ‘dirt’.”9 It is important to 
realize that a BLV resulting from an income 
approach is completely different from an ALV 
extracted from a comparable sale. 
 This discussion centers on the difference 
between a typical BLV, calculated under the 
standard assumptions, and an ALV extracted 
from sales comparisons; therefore, references to 
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the income approach should be considered 
within this context. Bare land value (BLV) is the 
net present value (NPV) of all revenues and costs 
associated with growing timber on the land in 
perpetuity at a specified discount rate. It can be 
interpreted as the maximum price that can be 
paid for a bare tract of land in order to earn a rate 
of return (ROR) equal to the discount rate used 
to calculate the BLV.10

 An allocated land value (ALV) from comparable 
sales is derived from a disaggregation of timber-
land into its components: premerchantable tim-
ber, merchantable timber, and the land. The sum 
of the two timber values, deducted from the total 
sale price, equals allocated land value.

 ALV =  Sale Price – (Premerchantable Timber 
Value + Merchantable Timber Value)

 In a perfect world, both BLV and ALV would 
be the same, but often this has not been the case 
in valuing large timberland tracts for timberland 
investment management organizations (TIMOs) 
and real estate investment trusts (REITs). The 
current study examines this land value differential 
(LVD) to determine what factors may account for 
the difference between the BLV and ALV.
 For this analysis, a representative appraiser 
chose comparable sales from his consulting firm’s 
database that illustrated the key difference 
between BLV and ALV. The comparable sales 
are large timberland properties with 5,000+ 
acres of intensively managed pine plantations in 
the southeastern United States, all with a high-
est and best use of perpetual timber production. 
A sensitivity analysis was then performed on the 
key factors (discount rate, site index, and stump-
age price appreciation) affecting BLV to illus-
trate how each factor influences the magnitude 
of the land value differential. From the sensitiv-
ity analysis, a BLV was simulated that reaches 
the ALV level for each sale, providing insight on 
the individual influence of each factor that con-

tributes to the land value differential. This 
method extracts the implied importance of the 
adjustment factors from market data, so that the 
implied market behavior can then be replicated 
in the adjustment process.
 The analysis focuses on the three key variables 
that drive the income approach in timberland val-
uation; these are most likely to explain differences 
with market values obtained from comparable 
sales driven by buyers and sellers with perceptions 
about the same variables. Site index, in particular, 
drives the value obtained in the discounted cash 
flow process, as it is highly correlated with the 
inherent forest productivity of the property in 
terms of growing commercial timber products. For-
est yield (timber product output) contributes the 
vast majority of value using the discounted cash 
flow method, and this is assumed to be a direct 
function of site index by foresters. Site index can 
even impact optimal rotation length, thus deter-
mining the timing of cash flows. It was expected 
that variables like site index would significantly 
contribute to value in both valuation approaches.

Literature Review

The income approach is commonly used in tim-
berland valuation and offers a strong conceptual 
foundation for valuing land focused on timber 
production.11 This approach is essential to valu-
ing the underlying land component in the val-
uation of timberland, as valuing timberland 
exclusive of trees often poses difficulties.12 Keep 
in mind BLV is the value of bare land in perma-
nent timber production in need of immediate 
regeneration.13 
 Of course, the sales comparison approach is also 
used to appraise timberland, but it presents diffi-
culty in locating directly comparable sales and 
adjusting for inherent differences in timber 
stands.14 Timberland appraisers use a method that 
allocates values corresponding to the different 
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Inc., 2011). 
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“ The Sales Comparison Approach and Timberland Valuation.”



Land Value Differentials in Timberland Valuation

www.appraisalinstitute.org Summer 2018 •  The Appraisal Journal  195

components of the property. These allocated val-
ues are estimated from the comparable sales data. 
This technique produces an ALV that is highly 
dependent upon current timber pricing and buyer 
motivations for that particular sale, which may or 
may not be in line with the assumptions used to 
develop a purely timber-focused BLV.15

 Young, precommercial timber presents a situ-
ation where discounted cash flow techniques  
are often a preferred valuation method.16 BLV is 
the standard discounted cash flow method in 
forestry for timberland valuation. The tech-
niques can be traced to Martin Faustmann, a 
German appraiser, who developed the technique 
in 1849 to value bare forestland for tax pur-
poses.17 Appraisers who are not timber experts 
are somewhat reluctant to use BLV calculations, 
as they require professional forestry judgments 
regarding stumpage prices, reforestation costs, 
and forest yield.18 BLV involves standard dis-
counted cash flow calculations and uses standard 
income capitalization formulas.19 
 Factors that impact forestland values have 
been identified in the literature. Studies have 
found road access, topography, land productiv-
ity, and population density were positively cor-
related with forestland prices.20 While physical 
factors, like tract size, site productivity, and tim-
ber volume, clearly impact bare forestland value, 

buyers’ and sellers’ perceptions of markets and 
value also play a major role.21 
 Another study found that not only does timber 
volume on a tract influence timberland price, but 
the interaction with regional timber volumes 
also plays a role.22 The complexity of valuing for-
est tracts and separating the timber from the bare 
land involves many external factors far removed 
from the tract for small family forest owners (e.g., 
financing and future intentions for the prop-
erty).23 The results of these studies should not 
surprise appraisers; they are derived from individ-
ual and family forest owners. Many large timber-
land transactions involve properties previously 
owned by forest industry, but are now managed or 
owned by TIMOs and REITs. 
 While some of these factors would be relevant 
to TIMOs and REITs, their focus has been on 
investment return and forest productivity.24 There 
has been little research on the factors that might 
account for differences in timberland valuation 
results from the sales comparison and income 
approaches for these types of timberland inves-
tors. Timberland investors concentrate on pro-
ductive forests and, where possible, tend to harvest 
hardwood stands and convert them to pine stands 
(much like the forest industry that used to own 
the same land). Investment parameters often 
stress economies of scale, liquidity, risk diversifi-
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of Discounted Cash Flow. Michael Gane, ed. Commonwealth Forestry Institute Paper 42.)
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Hedonic Study,”  Forest Science 59, no. 4 (August 2013): 400–406.
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30, no. 4 (April 2000): 589–595.
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(July 2014): 363–378.
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cation, and financial return.25 Discount rate obvi-
ously plays a role in BLV calculations, but other 
variables known to impact timberland-investor 
transactions are location, highest and best use 
potential, and timber price expectations.26

Data and Methods of Analysis

The impetus for this study was the observation 
that typical BLV and sales comparison (ALV) 
approaches often produce inconsistent results 
when estimating the underlying land values in 
timberland transactions for TIMO and REIT  
clients. This difference in land value—the land 
value differential, or LVD—is an interesting phe-
nomenon that has not been addressed in the lit-
erature. To examine this phenomenon and its 
possible underlying causes, appraisal data from 
representative timberland transactions were used 
to determine the adjustment factors and the 
magnitude of those factors that would result in a 
minimal LVD. The analysis focused on the two 
most common timberland valuation approaches, 
income capitalization and sales comparison, with 
the income approach being defined by the tradi-
tional forestry investment criterion of BLV. 
 By selecting seven comparable sales of large 
(5,000+ acres) timberland properties in the south-
eastern United States from a large consulting 
forestry company’s database, it was possible to 
eliminate most of the highest and best use poten-
tial factors that are typically inherent to small-
er-sized tracts. From the comparable sales an 
allocated convertible land value was extracted, 
derived from the appraiser’s allocation process. 
The convertible land value for each comparable 
sale was categorized as “allocated land value,” or 
ALV. As discussed above, appraisers disaggregate 
values to different components of a property. 
This commonly includes different land compo-
nents (convertible, non-convertible, non-forest) 
in addition to the timber component. Also, 
inside of these comparable sales were data refer-
ring to current stumpage prices, site index, and 
reforestation cost inputs. These same inputs were 
used in the study’s BLV calculations so they 
would align with the comparable sales data.

 When deriving a typical BLV, a standard dis-
count rate of 5.25% was used. This discount rate 
correlated to the rate level reflected in conversa-
tions with market participants and third-party 
surveys. Though it is common to build up a dis-
count rate or to extract it from sales on other 
property types, it would be very difficult to do 
either of these due to the nature and complexity 
of timberland discounted cash flows and the 
unwillingness of most market participants to 
directly share their discounted cash flow input 
assumptions. Instead, it is most common to 
derive the discount rate from direct conversa-
tions with market participants and from third-
party surveys of market participants.
 Next, a series of discounted cash flow models 
were run, including the forest inputs carried over 
from the comparable sales data. These produced 
a “typical” BLV that became the baseline in the 
comparison. This baseline was predicated on a 
forest management regime (timeline of manage-
ment activities, with costs and revenues) that 
included a commercial thinning at age 15, a sec-
ond commercial thinning at age 22, and a final 
clear-cut harvest at age 34. Using the standard 
discount rate and the typical BLV forest manage-
ment regime allowed for a consistent comparison 
between the comparable sales.
 From this computation, the value differential 
between the ALV and typical BLV was then 
determined for each of the seven comparable 
sales (this differential is referred to here as the 
LVD ). Exhibits 1 and 3A illustrate the compari-
son between a typical BLV (income approach) 
and ALV (sales comparison approach). 
 Sensitivity analysis was then used to identify 
the adjustment factors for each comparable sale 
that would create a BLV equal or near-equal to 
ALV, resulting in a minimal LVD. To do this, a 
range of BLVs was simulated for each comparable 
sale by adjusting the three driving variables of 
the BLV computation: discount rate, site index at 
base age 25, and stumpage price expectation or 
appreciation. Ranges of 2%–10%, 50–110, and 
1%–4% were created for each variable, respec-
tively. It is important to note that the study’s BLV 
calculation is slightly different from the classical 
BLV, as a price appreciation factor was included 
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in the model, which created a stumpage price 
expectation. Although BLV normally assumes 
constant stumpage prices, the study’s modeling 
approach still retains the essence of the classical 
BLV calculation. 
 By adjusting each of these variables inde-
pendently through their ranges, while holding 
the other two variables constant at their base-
line or typical levels, it was possible to determine 
how sensitive the BLV was to each adjustment  
as it approached ALV. Furthermore, the per-
centage change (elasticity) of BLV to ALV was 
also calculated and the corresponding levels  
of each variable to identify how much of an 
adjustment was necessary. For this analysis,  
elasticity is defined as the percentage change in 
BLV divided by the percentage change in the 
parameter being adjusted.

Resul t s and Discussion
Most timberland appraisers realize there are 
inconsistencies in the values derived for the 
underlying land component between the sales 
comparison and income approaches, but the 
appraisal literature provides little discussion on 
why these differences arise and the factors that 
may lead to these differences. In the current 
study, the difference from the two approaches 
was captured by plotting LVD, as shown in 
Exhibits 2 and 3A. In a perfect world, one would 

expect LVD to be near zero, as in Comparable 
Sale 6, where the two approaches essentially 
agree on value. However, real-world results are 
often more like those found in Comparable Sales 
4 and 5, with LVDs of $821.53/acre and $608.98/
acre, respectively. Consistently seeing differ-
ences in the land value, as with these sales, is 
what led to the current investigation of this 
issue. Of course, variables like road access, size/
shape, or proximity to city centers affect compa-
rable sale values, but it is important to recognize 
this analysis focuses solely on the input variables 
that drive BLV. 
 In the analysis, independently calculating BLV 
at each level within the adjusted range of each 
driving variable permitted simulation of a BLV 
that was near the ALV level. Exhibits 3B, 3C, 
and 3D summarize the differences between each 
driving variable for a typical BLV and a simulated 
BLV corresponding to ALV, while also indicating 
the resulting LVD after the adjustments were 
made. The ALV represents the base value, as it is 
the allocated land value that has already been 
derived by the appraiser. The BLV is the value 
that was derived using discounted cash flow anal-
ysis. The simulated BLV is independently calcu-
lated through the range of constants and is the 
value used to illustrate this comparison. To sim-
plify and condense the results, the key findings 
from Comparable Sale 4 were examined. The 

Exhib i t  1   Comparison between Typical BLV Derived f rom Income Approach and the ALV  
f rom Comparable Sales, Seven Representat ive Sales 
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results in Exhibits 3A to 3D illustrate the rela-
tionships between the three adjustment parame-
ters, and show that both BLV and LVD are fairly 
consistent between the seven comparable sales. 
Comparable Sale 4, with the largest LVD, will 
simply produce results that are easier to discern 
due to the larger difference.
 In Comparable Sale 4, the discount rate levels 
for both a typical BLV and the simulated BLV 
corresponding to ALV were 5.25% and 3.35%, 
respectively. This difference in a discount rate of 
1.9% is shown in Exhibit 4. To increase BLV by 
$823.63/acre—resulting in a BLV comparable to 
ALV—the discount rate needed to be adjusted by 
approximately 36%. The percentage change in 
BLV necessary to reduce LVD to near zero was 
approximately 201%. Thus, elasticity for Com-
parable Sale 4 in terms of discount rate was -5.6.
 The site index (at base age 25) for the typical 
BLV and simulated BLV modeled at the ALV 
level were 67 and 96, respectively, leaving a dif-
ference of 29, as illustrated in Exhibit 5. An 
adjustment of approximately 43% was needed to 
reduce LVD to $4.57/acre, as shown in Exhibit 
3C. As might be expected, the level of produc-
tivity from a timberland tract with a site index of 
96 compared to one of 67 is extremely signifi-
cant; the difference in the amount of wood they 
might produce, and the inherent value differ-
ences, would be revealed using the income 
approach. To put this in perspective, a tract with 
a site index of 96 would produce 4.35 tons/acre 
more annually than a tract with a site index of 67 
and be worth $816.96/acre more. Thus, elasticity 

for Comparable Sale 4 in terms of site index was 
4.6 (percent change of $409.47 and $1,226.43 
and percent change of 67 and 96).
 The level of stumpage price appreciation, for 
both the typical BLV and a simulated BLV corre-
sponding to ALV, were 1.00% and 3.20%, respec-
tively, leaving a difference of 2.20%, which is 
illustrated in Exhibit 6. To achieve a minimal 
LVD at or near zero, the appropriate adjustment 
of 220% was made. Thus, elasticity for Compara-
ble Sale 4 in terms of stumpage price apprecia-
tion was 0.9. This implies that stumpage prices 
would need to increase $39.02/ton for pine saw 
timber (PST), $10.39/ton for pine chip-n-saw 
(CNS) and $3.65/ton for pine pulpwood (PPW) 
in 34 years, 22 years, and 15 years, respectively, 
compared to the typical BLV. This was derived by 
capitalizing the original price for each product by 
its price appreciation adjustment level in Com-
parable Sale 4, by the allotted years of the cutting 
regime used in the discounted cash flow model. 
The original prices in Comparable Sale 4 were 
$25.75 (PST), $13.75 (CNS), and $8.25 (PPW). 
To simplify the cash flow analysis, the future 
stumpage prices for PST, CNS, and PPW were 
calculated as if the only wood being harvested in 
each of the cutting cycles was a constant timber 
product mix. In reality, it is likely there would be 
a variety of different sizes of wood cut during a 
second thinning and clear-cut. Both a second 
thinning and a clear-cut may produce PST, CNS, 
and PPW, but the final harvest clear-cut will pro-
duce much larger products. A representation of 
this calculation is shown in Exhibit 7. 

Exhib i t  2   LVD Result ing f rom the Two Dif ferent  Approaches to Value for Seven Representat ive Sales

1,400.00

1,200.00

1,000.00

800.00

600.00

400.00

200.00

0.00

D
o

lla
rs

/A
cr

e

1 2 3 4 5 6 7

Comparable Sales



Land Value Differentials in Timberland Valuation

www.appraisalinstitute.org Summer 2018 •  The Appraisal Journal  199

Exh ib i t  3A   Allocated Land Values, Bare Land Values, and Result ing  
Land Value Dif ferent ials for Seven Comparable Sales

Comparable 
Sale

Allocated Land 
Value ($)

Bare Land 
Value*  ($)

Land Value 
Different ial ($)

1 849.00 700.38 148.62 

2 1,034.00 482.94 551.06 

3 989.00 720.47 268.53 

4 1,231.00 409.47 821.53 

5 1,235.00 626.02 608.98 

6 1,173.00 1,170.90 2.10 

7 664.00 486.96 177.04 

* Bare land value (BLV) calculated using 5.25% discount rate.

Exh ib i t  3B   Sensit ivity Analysis of  Land Value Dif ferent ial to Changes in Discount  Rate

Comparable 
Sale

Allocated Land 
Value ($)

Bare Land 
Value*  ($) 

Simulated  
BLV ($)

Corresponding 
Discount  Rate (%)

Land Value 
Dif ferent ial ($)

1 849.00 700.38 843.73 4.94 5.27 

2 1,034.00 482.94 1,032.22 3.92 1.78 

3 989.00 720.47 995.05 4.50 (6.05)

4 1,231.00 409.47 1,233.10 3.35 (2.10)

5 1,235.00 626.02 1,232.85 3.88 2.15 

6 1,173.00 1,170.90 1,170.90 5.25 2.10 

7 664.00 486.96 666.09 4.70 (2.09)

* Bare land value (BLV) calculated using 5.25% discount rate.

Exh ib i t  3C   Sensit ivity Analysis of  Land Value Dif ferent ial to Changes in Site Index

Comparable 
Sale

Allocated Land 
Value ($)

Bare Land 
Value ($)

Site Index  
Base Age 25

Simulated  
BLV ($)

Corresponding 
Site Index

Land Value 
Different ial ($)

1 849.00 700.38 70 832.58 73 16.42 

2 1,034.00 482.94 67 1,056.71 85 (22.71)

3 989.00 720.47 65 997.63 73 (8.63)

4 1,231.00 409.47 67 1,226.43 96 4.57 

5 1,235.00 626.02 70 1,231.91 90 3.09 

6 1,173.00 1,170.90 70 1,170.90 70 2.10 

7 664.00 486.96 65 683.36 71 (19.36)
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Exh ib i t  3D   Sensit ivity Analysis of  Land Value Dif ferent ial to Changes in Stumpage Price Appreciat ion

Comparable 
Sale

Allocated  
Land  

Value ($)
Bare Land 
Value ($) Product*

Market 
Price  

($/Ton)

Price  
Appreciat ion  
Per Year (%)

Simulated 
BLV ($)

Corresponding 
Annual  

Appreciat ion 
Rate (%)

Land Value 
Different ial 

($)

PST 29.75 

1 849.00 700.38 CNS 24.00 1.00 833.57 1.30 15.43 

PPW 18.00 

PST 28.50 

2 1,034.00 482.94 CNS 16.00 1.00 1,038.44 2.50 (4.44)

PPW 9.50 

PST 26.00 

3 989.00 720.47 CNS 16.00 1.00 979.24 1.80 9.76 

PPW 14.00 

PST 25.75 

4 1,231.00 409.47 CNS 13.75 1.00 1,220.35 3.20 10.65 

PPW 8.25 

PST 24.00 

5 1,235.00 626.02 CNS 17.50 1.00 1,244.35 2.60 (9.35)

PPW 9.75 

PST 30.00 

6 1,173.00 1,170.90 CNS 26.00 1.00 1,170.91 1.00 2.09 

PPW 21.00 

PST 30.25 

7 664.00 486.96 CNS 15.75 1.00 672.82 1.60 (8.82)

PPW 9.50 

* PST—Pine saw timber; CNS—Pine chip-n-saw; PPW—Pine pulpwood.

Exh ib i t  4   Dif ferences in Discount  Rates Necessary to Reduce LVD to Zero, for Seven Representat ive Sales
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Exh ib i t  5  Dif ferences in Site Index Necessary to Reduce LVD to Zero for Seven Representat ive Sales
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Exh ib i t  6   Dif ferences in Stumpage Price Appreciat ion Necessary to Reduce LVD to Zero  
for Seven Representat ive Sales
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Conclusion

Comparable Sale 4, using the income approach, 
suggests that buyers would set the discount rate 
to 3.35%, model the productivity of the tract at 
site index 96, or expect stumpage prices to appre-
ciate by 3.20% annually (or some combination of 
the three) in the BLV computation in order to 
break even on the property based on the ALV in 
the sales comparison approach. The other com-
parable sales produced different parameter val-
ues, but the magnitude of differences between 
the resulting elasticities tended to be very close 
between the seven comparable sales. The analy-
sis indicates that a 36% adjustment in discount 
rate, a 43% adjustment in site index, and a 220% 
adjustment to account for the approximately 
200% increase in BLV would be necessary to 
obtain minimal LVDs. These correspond to elas-
ticities of -5.6, 4.6, and 0.9, respectively.
 The study results show that relatively small 
adjustments made to key variables in the income 
approach could influence BLV. The analysis 
found that BLV is most sensitive to adjustments 
in site index and discount rate, and less sensitive 

to assumptions on stumpage price appreciation. 
Since the site index is the basic productivity of 
the soil to produce timber, one would expect it to 
drive BLV as the “engine” that produces the tim-
ber revenue stream. Timberland appraisers would 
likely expect the discount rate to influence BLV 
in the income approach. However, the study 
found that site index was not only a driver of for-
est productivity, but also a main driver of BLV in 
the income approach. Stumpage price apprecia-
tion is probably the hardest assumption to make 
in modelling BLV and, fortunately, it has the 
least impact on LVD. Additional research on 
after-tax BLV could be applied to examine if the 
tax benefits that are consumed under a TIMO 
and REIT structure would assist in mitigating the 
LVD issue. Research around the impact of invest-
ment horizons and property holding periods for 
TIMOs and REITs on timberland values also 
could be investigated.
 This discussion has focused on the different 
land values that often result when using the sales 
comparison and income approaches in timber-
land valuation. It should be emphasized that the 
recognized income approach in this situation is 

Exhib i t  7  Future Stumpage Price Calculat ion and Timeline 

Product* Stumpage Prices
Typical BLV –  

(1% appreciat ion)
Simulated BLV at  ALV Level –  

(3.2% appreciat ion)

PST $25.75/ton $25.75 (1+0.01)34 = 

$36.12/ton

$25.75 (1+0.032)34 =

$75.14/ton

CNS $13.75/ton $13.75 (1+0.01)22 = 

$17.11/ton

$13.75 (1+0.032)22 =

$27.50/ton

PPW $8.25/ton $8.25 (1+0.01)15 = 

$9.58/ton

$8.25 (1+0.032)15 = 

$13.23/ton

BLV PPW = $9.58/ton CNS = $17.11/ton PST = $36.17/ton

Simulated BLV PPW = $13.23/ton CNS = $27.50/ton PST = $75.14/ton

* PST—Pine saw timber; CNS—Pine chip-n-saw; PPW—Pine pulpwood.

1st Thinning 2nd Thinning Clear-cut

15 22 340 Years
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BLV, or the value of bare timberland used for per-
petual timber production. This does nothing 
more than assign value to the dirt supporting a 
typical timber operation into perpetuity. The 
analysis essentially compared the allocated land 
value from sales to a typical bare land value. This 
involved a comparison of the two approaches, 
recognizing that the income approach was a 
BLV—an important assumption and the regular 

one typical in forestry valuation. The analysis 
allowed for determination of the factors that typ-
ically impact the income approach and cause dif-
ferences between the results in the two approaches. 
These findings will allow the appraiser to better 
understand what creates LVD and the importance 
of various factors in the adjustment process when 
valuing large timberland properties with the 
inherent differences described in this study. 
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Addi t ional  Resources
Suggested by the Y. T. and Louise Lee Lum Library

American Society of  Farm Managers and Rural Appraisers, Resources
 http://asfmra.org/resources

American Tree Farm System, State Tree Farm Programs and Informat ion 
 https://www.treefarmsystem.org/state-tree-farm-programs

Forest  History Society, Library and Archives
 https://foresthistory.org/research-explore/

Forest  Landow ners Associat ion, Markets and Forecasts
 https://www.forestlandowners.com/markets

Nareit , Timberland REITS
 https://www.reit.com/what-reit/reit-sectors/timberland-reits

Purdue University, Forest ry and Natural Resources
 https://ag.purdue.edu/stories/category/forestry-natural-resources/

Realtors Land Inst itute, Basics of  Timberland Invest ing
 https://www.rliland.com/the-basics-of-timberland-investing

Sew ell Company, Timberland Report
 http://www.sewall.com/about/newsinfo/digital-library/newsletters.php

Southern Regional Extension Forest ry, Resource Publicat ions
 https://sref.info/resources/publications/

Texas A&M Forest  Service 
 •  Texas Forest  Informat ion Portal

  http://texasforestinfo.tamu.edu/

 •  Selected Service Providers

   http://bit.ly/TexasForestProviders

CONTINUED > 
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University Extension Services (representat ive list ing)
 •  Colorado State University

  https://extension.colostate.edu/ 

 •  Clemson University

  https://www.clemson.edu/extension/

 •  Mississippi State University

  https://extension.msstate.edu/natural-resources/forestry

 •  North Carolina State University

  https://forestry.ces.ncsu.edu/

 •  Oregon State University

  http://extensionweb.forestry.oregonstate.edu/

 •  University of  Idaho

  https://www.uidaho.edu/extension/forestry

 •  University of  Illinois

  https://m.extension.illinois.edu/forestry/timber_harvest/timber_marketing_and_sales.cfm

 •  University of  Kentucky

  https://forestry.ca.uky.edu/extension-home

 •  University of  Minnesota

  https://extension.umn.edu/forestry/agroforestry

 •  University of  Tennessee-Knoxville

  https://trace.tennessee.edu/utk_agexfores/

US Department  of  Agriculture, US Forest  Service
 •  Landowner Resources

  https://www.fs.fed.us/managing-land/private-land

 •  North Cent ral Region, Web-Based Forest  Management  Guides

  https://www.nrs.fs.fed.us/fmg/nfmg/fm101/silv/p2_treatment.html

 •  Southern Research Stat ion, Timber Price Informat ion

  http://www.srs.fs.usda.gov/econ/timberprices/data.html

Addi t ional  Resources (cont inued )


