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The statutory materials reprinted or quoted verbatim
on the following pages are taken from the Official Code
of Georgia Annotated, Copyright 2016 by the State of
Georgia, and are reprinted with the permission of the
State of Georgia. All rights reserved.
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Show you my technique for appraising large acreage
commercial timberland properties for both industrial and
non-industrial timberland buyers.

Discuss
1) estimating standing timber values
2) estimating base land values

Remove some communication “chunks” that you have when
dealing with timberland owners during the appeal process.

Make this enjoyable!



[ NOTRESPASSING '

OR DO | HAVE TO SPEAK| |
TOYOU IN 12 GAUGE? ||

BEWARE
OF
WELL...
JUST




rosten ORI
T ] | YOUNG DOG ||
\

is Worth || RLRIEE
et LTI | |pLeASE DRIVE SLOWLY)







Rural Land Characteristics

GEORGIA PHYSIOGRAPHIC REGIONS
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A Lot of Cropland
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Blue Ridge Mountains
Ridge.and Valley
‘Piedmont
Upper Coastal Plain
Lower;Coastal Plain




Pastures & Mountains




More Pastures & Mountains




Cropland & Rolling Hills
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Timber Extraction

When DOR references “10 to 15 loads of timber” in

.

3y

their training, what are they talking about?




Estimating Standing Timber Values
(the following examples will be representative

of this general area)
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Pre-merchantable

7 year old pine
plantation

500 SPA

$225/acre reforestatio
costs Is assumed.




Timber Value?
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Thinned 16 year old
pine plantation

240 SPA

* Now considered merchantable timber.
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Mature upland natural
pine-hardwood stand

10 pine sawlogs per acre
(average DBH 18”)

Variable hardwood
pulpwood & sawtimber
volumes

047282011




Mature bottomland
natural pine-hardwood
stand

Large diameter
hardwood & pine
sawtimber volumes
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“General” Description of Hardwood Sawtimber

_ower Grade (and value) hardwood sawlogs will
nave more defects, smaller diameters, shorter log

engths and be from less desirable species.

Higher Grade (and value) hardwood sawlogs and
veneer logs will have fewer defects, larger diameters,
longer log lengths and be from more desirable

Species.
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Standing Timber Value?

Young immature
mixed hardwood
pulpwood with
occasional Low Grade
mixed species sawlogs |

Occasional pine
pulpwood or chip-n-
saw tree

160 SPA

Average DBH 10”




Standing Timber Value?

Young immature
mixed bottomland
hardwood pulpwood
with some Low Grad

250 SPA

Average DBH 10”




More mature
primarily oak
hardwood with a mix
of some Low and
High Grade sawlogs

Reduced number of
hardwood pulpwood
trees

Occasional pine
sawtimber tree mixed
in the stand

30 sawlog SPA

Average DBH 16”
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Timber Value?
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lumber and veneer
timber.

25 - 30 hardwood
sawlogs per acre.

Primarily oak and
yellow poplar.

Average hardwood
sawlog DBH 28" 30". g




Two Last Comments About Hardwood Defects
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Industrial Timberland Company

- purchase base land at a price justified for timber production ONLY

- income approach is preferred; sales comparison support is necessary;
multiple regression analysis is helpful

- buy ONLY average and above average soil quality; some exceptions
- good distribution of age classes of timber and tract locations
- large acreage tracts are preferred (economies of scale “cost advantages”)

Non-industrial Timberland Investors

- same as above EXCEPT that some properties with higher and

better uses other than timberland are acceptable in order to
diversify the real estate investment portfolio.



Recreational Timberland Investors
- purchase base land at a price justified for recreational use (commercial)
- purchase base land at a price justified for recreational use (non-commercial)

- sales comparison approach is most useful; income approach may set a minimum
value; cost approach may assist with the improved properties

- location, on-site improvements, lakes, etc. are influential
- timber value tends to be less important than for the industrial timberland investors
- expect sale price to be higher than industrial timberland values

Transitional Timberland Buyers
- purchase base land at a price justified for residential, commercial, industrial or
non-timberland agricultural uses (conversion to cropland and orchards)

- sales comparison approach is most useful; income approach may set a minimum
value; cost approach may assist with the improved properties

- location, location, location




Timber value calculations

Pre-merchantable timber values

( formula driven calculation)

Merchantable timber values

(“usually” timber cruised volume x stumpage price calculation)

What about during these transition periods?

Basic Pine Timber Standards

Pine Pulpwood: 4.6” to 8.9” DBH to a 3" top
Pine Chip-n saw: 9.0” to 12.0” DBH to a 6" top

Pine Sawtimber: greater than 12” DBH to a 10" top

+69.7%
+50.5%

Sample Pine Stumpage Prices

Pine Pulpwood ($/cord): §20.80
Pine Chip-n-saw ($/cord): 650,56
Pine Sawtimber (4/cord): 476,05




Base Land Value Determination

Sales comparison approach

Income approach (using discounted cash flow analysis)

Multiple regression analysis (providing support)



Subiject: 500 acres: Average soil productivity

75% convertible to pine plantation 16% permanent hardwood 9% non-productive wetland

Sales Comparison Approach

Comp. #1 830.15 acres (80% convertible to pine plantation)
($916/ac base land) (11% permanent hardwood acreage)
( 9% non-productive wetland)

Comp. #2 657.92 acres (75% convertible to pine plantation)
($813/ac base land) (16% permanent hardwood acreage)
( 9% non-productive wetland)

Comp. #3 346.97 acres (60% convertible to pine plantation)
($745/ac base land) (33% permanent hardwood acreage)
( 7% non-productive wetland)

| prefer comp #2: base land value = $813/acre



Income Approach (discounted cash flow)

(Market test each model for the best choice)

Very Conservative: S446/acre base land value
Short rotation without any thinnings

Higher than traditional discount rate

Conservative: $690/acre base land value
Keep an eye on this value

$690/acre

Short rotation without any thinnings

Traditional discount rate

Moderate: S810/acre base land value
My preference

$810/acre

Longer rotation with two thinnings

Traditional discount rate

Aggressive: S1,145/acre base land value
Longer rotation with two thfnm'ngs/
Fertilization & Pine straw income

Traditional discount rate




Multiple Regression “Predictor” Model

It might look something like this:

Base Land Value = “an initial $/acre value”

adjusted for: tract acreage
% suitable for pine plantations
% only suited for hardwood timber production
% non-productive for timber production
% cropland/pasture
soil productivity
sale date
desirability

For our subject parcel: base land value = $798/acre




South Georqgia Example (average guality - 500 acre tract)

Conservative Income approach : $690/ac base land
Multiple linear regression analysis: $798/ac base land
Moderate Income approach : $810/ac base land
Sales comparison approach: $813/ac base land

Let’s prepare a few offers under different conditions.



South Georgia Example (average quality - 500 acres):

Conservative Income approach : $690/ac base land
Multiple linear regression analysis: $798/ac base land
Moderate Income approach : $810/ac base land
Sales comparison approach: $813/ac base land

If this tract has an estimated $2,500/acre in standing timber:

Offer?



South Georgia Example (average quality - 500 acres):

Conservative Income approach : $690/ac base land
Multiple linear regression analysis: $798/ac base land
Moderate Income approach : $810/ac base land
Sales comparison approach: $813/ac base land

If this tract has an estimated $1,000/acre in standing timber:

Offer?



South Georgia Example (average quality - 500 acres):

Conservative Income approach : $690/ac base land
Multiple linear regression analysis: $798/ac base land
Moderate Income approach : $810/ac base land
Sales comparison approach: $813/ac base land

If this tract has an estimated $0/acre in standing timber:

Offer?



Would the presence of any of these change vyour recommended offer?

Protected Species

Gopher tortoise
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Comparing Base Land Values

’Two 500 acre timber tracts. Soils are identical in every way.

Timber Company Ownership Individual Ownership
Intensive pine plantation timber management Non-intensive natural pine timber management
Fertilized ages 6 and 16 {+ 20 % in timber No fertilization

roduction. Cost $100/acre/application
P PP ) No pine straw production

Pine straw production {+575/acre/year for years
& through 14)

Are the base land values the same or are they different?



Cradle of Forestry

uestions?
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