
 

 

 
    

 

    

    
 

  
  

   
  

 
    

   

   
 

 
  

   
 

 
  

   
   

  
    

 

    
  

 
 

 
 

 

   
  
  

  

   
 

   
     

   
  

   
   

   
  

  

     
  

  
  

  
   

   
   

 
  

  

    
    

 

  
   

   
 

  
 

 

 
 

 

USDA - United States Department of Agriculture 

Forest Products Modernization  Innovation  Underway  
Market-Based Approach to Appraisals on the Salmon-Challis National Forest 

Background  
The Salmon-Challis National Forest is working on and 
researchers are testing a market-based approach to 
timber sale appraisals. This work is part of a larger 
research project that began in 2014 in an effort to 
improve the timber sale appraisal process. The U.S 
Department of Agriculture, Forest Service is legally and 
administratively obligated to advertise timber at fair 
market value. 

The transaction evidence method currently in use 
across the National Forest System relies on prior 
timber sale data to create a reference price, called a 
base period price, on which the agency’s forest 
management staff can build an appraisal. Under the 
transaction evidence appraisal method, the base 
period price is the volume-weighted average winning 
bid over the base period (usually the past four 
quarters) for sales in that appraisal group. Transaction 
evidence may not produce accurate fair market value 
estimates if the data used to create the base period 
price are limited due to few sale offerings or limited 
competition. 

Processed logs waiting for transport in a landing.  US
Forest Service  photo.  
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Project Overview  
The market-based approach is a new method for 
determining the base period price. Rather than the 
past year’s volume-weighted average winning bid, the 
market-based approach derives a base period price 
from the relationship between stumpage price and 
primary product value. By using this more complete, 
end-to-end concept of the timber market, the market-

based approach can improve the accuracy of fair 
market value estimation in the case of limited samples 
or lack of competition. 

After determining base period price, the market-based 
approach mirrors the traditional transaction evidence 
appraisal system. The base period price is adjusted to 
reflect current market conditions relative to the base 
period market conditions. The appraisers then adjust 
that value with anticipated costs of operations to 
produce a predicted bid. The predicted bid is adjusted 
using a roll-back factor to allow room for competition 
among bidders. The roll-back process yields an 
indicated advertised rate. The indicated advertised 
rate must meet or exceed federally mandated base 
rates, meaning the minimum authorized rates of 
payment for timber. 

Next Steps  
The research team has worked with all Forest Service 
regions to develop this approach. Now, in a pilot 
application of the project, the Salmon-Challis National 
Forest is collaborating with the researchers to appraise 
their current program of sales using the market-based 
approach. This program includes the re-offer of some 
of the FY 2017 sales that received no bids. Results 
from pilot applications such as this will allow 
evaluation of the relative success of the market-based 
approach in different types of regional wood products 
markets. Going forward: 

• The research team will work with the Rocky 
Mountain Region to refine and test the market-
based approach. 

• Parallel to the Salmon-Challis project, the 
research team may work closely with a forest in 
the Rocky Mountain Region to pilot the market-
based approach to its program of sales. 

• By the end of 2018, the Forest Service will 
evaluate the potential for implementing the 
market-based approach in the future. 

For More Information, Contact  

Rich Aubuchon 
raubuchon@fs.fed.us 
970-295-5787 

The USDA is an equal opportunity provider, employer and lender. 
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