


THE APPRAISAL PROCESS 
An appraisal can be defined as the act of judging the value, con­ 
dition, or importance of something. The appraisal process is the 
same for all types of property. The process begins by determining 
the property to be appraised and the scope necessary to develop 
credible results. Scope refers to the type and extent of research 
and analysis that will be needed. Next the appraiser will deter­ 
mine highest and best use (H&BU) for the property and begin 
the research phase of the assignment. H&BU can be defined as 
a reasonable, well-supported use that supports the highest value 
for the property. For example, farmland might have a H&BU for 
commercial development, depending on location. 

The appraiser will use one or more approaches to de­ 
termine value: sales comparison, cost, or income. Each method 
has strengths related to various types of properties; one might be 
better suited than the others in determining value, but performing 
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I f you own timberland, or any other type of rural real estate, 
you likely have dealt with an appraiser to determine the value 
of your property while buying, selling, or estate planning. 

Despite a common misconception, these professionals 
are not there to slow down the process or to disrupt a potential 
land purchase. Instead, they provide impartial and unbiased 
valuations designed to ensure trust in financial transactions. An 
appraisal report can be intimidating and forest landowners often 
are bewildered with the effort, requirements and the basics of 
appraisal practice. 

In order to better understand the process, let's examine what 
an appraisal is and the three approaches of valuation; the differ­ 
ence between a timber valuation and a timberland appraisal; the 
background on the qualifications of appraisers (including typical 
credentials); why appraisals might be necessary, how much they 
cost, and finally, how to locate and engage an appraiser. 
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TIMBER CRUISES, CREDENTIALS AND COSTS 
Timber cruises or valuations are sometimes referred to as a tim­ 
berland appraisal but they are not technically an appraisal. They 
are merely an estimate of timber value and do not incorporate a 
scope of work, H&BU determination, the three approaches to 
value, or a reconciled value. However, appraisals can and should 
include the timber inventory and resulting valuation, and the 
forest landowner should provide the appraiser with any current 
timber cruise or existing management plans developed by a forest­ 
er. For landowners that do not employ a forester, some timberland 

improvements. In this approach timber value is fairly easy to de­ 
termine as current stumpage prices (from sources such as Timber 
Mart-South) times the standing timber volume. Improvements 
are valued using a replacement cost approach that places value as 
the cost of completely reconstructing the asset from the ground 
up, less any depreciation. These values, land, timber and improve­ 
ments, are combined to form a total property value opinion. 

The third method, the income approach, is based on the cash 
flow or income generated by the property over time. It uses a 
process financial people call discounted cash flow (DCF), which is 
a fancy way of saying all the cash generated is brought to today's 
value at some specified interest rate. 

DCF analysis tends to work best with large acreage tim­ 
berland investment properties that generate regular income over 
time, but smaller recreational tracts can be valued based on cash 
rental income and estimated timber value growth. Cash rental sce­ 
narios determine a revenue stream from hunting leases, estimated 
timber growth, and other leasing opportunities associated with 
the property and apply an interest rate in order to make a value 
determination. 

If two or more of the approaches are used, the appraiser 
will weigh the strengths and weaknesses from each approach to 
determine which is most applicable, and then provide an opinion 
of value. Depending on the reliability of the information in each 
of the approaches, the appraiser might place equal weight on the 
results of each approach, or might favor one over another. 

Regardless of which approach or combination is employed, 
the reconciled value is an expression of the entire appraisal 
process, with the appraiser applying knowledge and judgment in 
reporting an opinion of value. Generally, a single dollar figure is 
expressed, but nothing precludes the appraiser from indicating a 
range of values. 

Landowners and appraisers don't always agree on value, but 
the appraiser is there to report an unbiased opinion of value based 
on recent land transactions, timber sales, and market research. 
With federally regulated purchase transactions, landowners have 
limited options to discuss value concerns with the appraiser, as the 
lending institution will typically be the client and intended user. 
However, in other situations, such as estate planning, the land­ 
owner will likely be the client and intended user, and will have 
the opportunity to discuss concerns over value directly with the 
appraiser. 
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Warnell School of Forestry & Natural Resources 
The University of Georgia • Athens GA 30602 

USA 

www.TimberMart-South.com 
Email: tmart@uga.edu 

Phone 706-542-4756 • Fax 706-542-1670 

Timber Price Reporting Service 
• Stumpage & Delivered Prices for Pine 

& Hardwood Timber 

• Logging Rates 

• Biomass Prices 

• Quarterly & Annual Reports 
• Historical Prices & Market Trends 

Timber 
Mart-­ 
South 
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