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What is an Appraisal?

ÅThe act or process of estimating 
value

ÅAn analysis, opinion, or 
conclusion related to real estate

ÅValuation, consulting, or review
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Types of Real Estate 
Appraisal Specialties

ÅResidential appraisers

ïHouses

ÅCommercial appraisers

ïOffice buildings

ïWarehouses

ïRetail

ïGolf courses

ïLodging

ïTimberland

ïFarms
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Timberland
Assignment Examples 

Å50,000+ acre timberland property
ïTimber, leases, road tolls

Å20,000+ acres with conservation 
easement purchase option

ÅBlueberry and forestland property

ÅMountain summits

ÅTimberland and development 
property

ÅRiverfront land with endangered 
species

ÅCamp lots
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Examples of Reasons to Obtain 
a Timberland Appraisal

ÅEstimate a potential sale price

ÅAsset valuation for financial 
statements

ÅValue a conservation easement

ïSale

ïDonation

ÅCasualty loss

ÅDivorce/estate

ÅHypothetical analysis
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Appraisal History

ÅFIRREA ςFinancial Institutions 
Reform, Recovery, and 
Enforcement Act (1989)

ïAppraisal industry under federal 
regulation

ïMandate states to license and 
certify appraisers

ÅOffice of Management and 
Budget Circular A-129 (1991)

ïRequired use of state certified or 
licensed appraisers by federal 
agencies
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Timberland Valuation

ÅHistory

ïA variety of approaches

ïCost approach

ÅAdd components together

ÅSimple and understandable

ïSales comparison

ÅEvaluate what others have paid for 
similar properties

ïIncome approach

ÅValue of future benefits

ÅNet present value
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Process Steps

ÅIdentify

ïthe real estate to be valued

ïthe property rights to be valued

ÅUnderstand use of appraisal

ÅDetermine 

ïdate of value estimate

ïscope of the appraisal

ÅOther limiting conditions

ïExtraordinary assumption
ÅPresume as fact otherwise uncertain 

information

ïHypothetical condition
ÅContrary to what exists
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Process Steps (Cont.)

ÅGather data on property

ÅTypically inspect property

ÅGather other data

ïTimber prices

ïMarket information

ïRegulations/zoning

ïTax status
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Highest and Best Use

ÅEvaluate the highest and best use

ïThat which results in the highest 
value

ÅMust consider

ïWhat is legally permissible?

ïWhat is physically possible?

ïWhat is financially feasible?

ïWhat is maximally productive?
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Appraisal Approaches

ÅThree approaches

ïSales Comparison

ïIncome Approach

ïCost Approach
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Cost Approach

ÅEstimate the current cost to 
construct a reproduction of, or 
replacement for, the existing 
property

ÅBenefits

ïEasy to understand

ïCommonly used in some areas

ÅGeneral technique

ïEstimate value of timber

ïEstimate value of land
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Cost Approach

ÅNeed a land and timber inventory

ïSpecies

ïProducts

Åsawtimber

Åpulpwood

ïLand classifications

ïUnits can be problematic

ïPremerchantable timber

ïEstimate value of land and timber

Ådiscounts for large amounts
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Sales Comparison

ÅCompare the property being 
appraised to similar properties 
that have been sold recently

ÅExample:
ï500+ acres of timberland in western 

Maine

ïSeek sales of other properties with 
similar characteristics
ÅTimber stocking

ÅAmenities (lakes, rivers)

ÅZoning

ïUse the comparable sales to 
estimate a reasonable value
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Sales Comparison

ÅTypes of adjustments
ïInterest conveyed

ïFinancing

ïConditions of sale

ïMarket conditions

ïLocation

ïSize

ïLand attributes

ïTimber attributes
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Income Approach

ÅIncome Capitalization Approach

ÅUsually discounted cash flow

ÅDerive a value for an income-
producing property by converting 
its anticipated benefits (cash 
flows and reversion) into property 
value

ÅNet present value

ÅMany inputs

ÅSubjectivity?
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Income Approach

ÅModel investment horizon (may 
be 10 to 30 years)

ïTimber cash flows

ïLand values

ïManagement costs

ïDiscount rate

ÅCan be very complicated, but this 
is how investors buy larger 
properties

ÅSoftware
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Reconciliation

ÅTypically need to come up with 
one value or a range

ÅMay have three estimates

ÅUse judgment to come up with 
one value or a range
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Issues

ÅHard to get timber and land 
data

ïNeed cooperation from realtors 
& other appraisers

ÅComplexity increasing

ÅAppraisal pressure
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Conclusion

ÅAppraisal is the act or process of 
estimating value

ÅNeeded in a variety of situations

ÅProperties and assignments are 
increasingly complex

ÅThe appraisal profession is highly 
regulated
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