Forest Land Productivity Valuation Formula

The valuation formula for commercial forest land is found in 15-44-103, MCA, Legislative intent-value of forest lands-valuation zones.  The income approach to value is used to calculate the forest land valuation schedules.  Net forest and other agricultural income are capitalized.  The formula is V=I/R, where:


V 
= per acre forest and other agricultural productivity value


I 
= per acre net income of forest lands


R 
= capitalization formula

The forest productivity formula can be further defined as:


V=(((M x SV) + AI) – C)




R

Where:


M
= mean annual net wood production


SV 
= stumpage value


AI
= per acre agricultural-related income


C 
= per unit cost of the forest product and the agricultural product

The valuation approach assumes an all-aged forest.  This method assumes in any given year, some stands are harvested, some are planted and some are thinned.  

Income and expense data represents averages for each forest valuation zone for a five-year base period.  The base period is the most current period in which data is available before a new reappraisal cycle. 

The income and expense data is adjusted to constant dollars using the gross domestic product (GDP) price index.  

Example1 (in Zone 1, northwest Montana)

M = 200 board feet per-acre

SV = $0.3389

AI =   $1.61

C =    $14.94

R = 8% (.08)

(((200 X $0.3389) = $67.78 + $1.61) - $14.94) = $54.45 = $680.63 per-acre
8%
Example 2 (in Zone 3, central Montana)

M = 200 board feet per-acre

SV = $0.1682

AI =   $1.31

C =    $2.71

R = 8% (.08)

(((200 X $0.1682) = $33.64 + $1.31) - $2.71) = $32.24 = $403 per-acre
8%
Saved as:  H:\PAD Specialist-Modeler\Forestland Class 10 Property\2009 Reappraisal\2009 forest valuation formula\Forest Land Productivity Valuation Formula.doc
